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Management Discussion and Analysis

EEESNWMRIDM

The board of directors (the “Board”) announces the annual results
of REXLot Holdings Limited (the “Company”) and its subsidiaries
(together, the “Group”) for the financial year ended 31 December
2014.

BUSINESS REVIEW AND PROSPECTS

During the year under review, the Group was principally engaged in
lottery system and games development business and distribution and
marketing of lottery products in China.

The Chinese lottery market comprises two lotteries, namely, the China
Welfare Lottery and the China Sports Lottery. The Group provides
services to both lotteries.

Lottery Business

The Group’s lottery business can be broadly divided into System
and Games Development Business (“SGDB") and Distribution and
Marketing Business ("DMB").

Turnover of the lottery business for the year decreased by 22%
to HK$1,687,953,000 (2013: HK$2,165,474,000), accounting for
100% of the total turnover. Loss before taxation arising from this
segment was HK$141,541,000 (profit before taxation in 2013:
HK$1,000,939,000).

The decline of profit was primarily attributable to the prudent
accounting adjustments made pursuant to the temporary suspension
of the Group's internet based lottery distribution unit since March
2015 (the “Suspension”). The adjustments include the provision
for impairment losses amounted to HK$848,415,000, including
goodwill and intangible assets amounted to HK$726,530,000 and
HK$121,885,000 respectively, which was a non-cash write-down
on the full value of the Group’s intangible assets and goodwill
related to its internet based lottery distribution operations; and the
deconsolidation of ARAREEERILFR AR (the “PRC Company”),
an indirectly non-wholly owned subsidiary of the Company, which
was a company incorporated in the People’s Republic of China
in September 2013. This indirectly non-wholly owned subsidiary
is principally engaged in the provision of internet based lottery
distribution services in China.
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Management Discussion and Analysis (continued)

According to the “Circular on Self-examination and Self-correction on
Unauthorized Lottery Sale on the Internet” jointly issued by Ministry
of Finance, Ministry of Civil Affairs and General Administration
of Sport of China in January 2015 (the “Relevant Circular”),
which applies to provincial lottery centers and other state-run
lottery organisations, the self-inspection program will review the
regulatory system in place in the provinces for the authorization and
management of the types of lottery games being distributed online,
methods of online distribution and compliance on payout ratio,
etc. by the provincial authorities. The self-inspection program has
indirectly led to the Suspension. Prior to the Suspension, the Group's
internet lottery distribution operations were conducted through
www.okooo.com (“Okooo”). The PRC Company distributed lottery
tickets online through Okooo and acted as a purchasing agent for
lottery customers in relation to online purchases. On or about 28
February 2015, the PRC Company was informed by provincial lottery
centers that they would temporarily suspend the distribution of lottery
tickets to online service providers. We understand that the temporary
suspension was due to the self-inspection program. The Group’s
internet based lottery distribution unit therefore had to suspend its
internet lottery distribution operations in March 2015. We strongly
believe that the self-inspection program will clarify the code of
conducts and standards of operations in the internet lottery market
which will ensure transparency of the control system, and eliminate
malpractices in the industry. Such moves are clearly beneficial to
the healthy development of the industry and more importantly, it
will further speed up market consolidation and the process of long-
awaited licensing.

During the year under review, all internet related operations of the
Group were conducted through the Okooo platform which was held
by the PRC Company, the deconsolidation of the PRC Company will
prevent the Group from consolidating all relevant incomes generated
by its internet related operations which go through this platform.
However, it should be noted that the Group’s underlying internet

related operations remain unchanged.
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Management Discussion and Analysis (continued)

EEENWRIN (&)

In view of the upcoming development on licensing as discussed in the
"Outlook” section below, it is envisaged that the previous business
model of internet lottery operations, which online lottery service
provider being the purchasing agent acting for lottery customers
will not be sustainable in the future, and it will pave the way to the
adoption of a new model/technology of internet lottery distribution
through the centralised backbone system managed by the respective
lottery issuance authorities. Although management does not believe
there will be a prolonged suspension of internet lottery distribution
due to this review, it is uncertain on when the operations will
resume. Taking into account the above-mentioned considerations, the
management has proposed to make accounting adjustments on the
financial statements for the year ended 31 December 2014 for the
sake of prudence. Most importantly, these accounting adjustments do
not limit or affect the Group's ability and its solid progress achieved
during the year under review.

Highlights of the year

Despite the accounting adjustments as a prudent measure to the
recent development affecting the lottery market and the internet
lottery distribution in China, 2014 was another fruitful year for the
Group in terms of underlying business operations. The solid operating
performance demonstrated the Group's ability to leverage our
diversified business across the whole value chain of Chinese lottery

market to drive strong and sustainable development.

The Group’'s SGBD continued to deliver solid earnings. Welfare
Computer Ticket Game (“CTG") business was able to benefit from
a favorable market development and maintain its leading market
position across 17 lottery provinces. Our Group also maintains core
strengths and leading research and development capabilities in lottery
system development.

Given the positive impact of World Cup, the Group’s Single Match
Games (“SMG") business registered strong growth in sales during
the year under review. We have successfully reached out to new
communities of players across our comprehensive lottery platform.
In the second half of 2014, the Group has strategically increased its
interest in its online operations to expand its strong presence over
electronic lottery distribution channels. This investment allows the
Group to seize the enormous market opportunities as they emerge.

Meanwhile, the Group has made very good progress on expanding its
mobile operations. The Group entered into contract with Guangdong
Sports Lottery Administration Centre (“Guangdong SLAC") to
develop the Mobile Electronic Lottery Platform (“Mobile ELP”) for
the implementation of paperless lottery distribution channels in

Guangdong Province.
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Management Discussion and Analysis (continued)

Diversifying of the Group’s business helps us to identify emerging
opportunity for growth. In 2014, the Group was honored to be
chosen as one of the first companies to play an active role in
supporting the launch of a new lottery product for Sports Lottery. We
have participated in a pilot program and prepared for the issuance of
video lottery terminals for Sports Lottery (“Sports VLT"). The issuance
of Sports VLT is one of the initiatives adopted by the authorities
in support of the tourism development in Hainan Province. The
Group's first franchised lottery outlet has commenced soft opening
in January 2015 allowing players to experience a brand new lottery
entertainment.

During the year under review, the Company successfully launched a
convertible bond issuance of HK$1.9 billion which further enhanced
the Group's financial strength for business development. This
successful capital raise put us in an excellent position to seize the
enormous market opportunities in the fast growing segments in the

industry, i.e. electronic lottery market.

The strong set of underlying operating results demonstrates the
Group's ability to drive sustainable development and allows us to
capture the ever-expanding opportunities for long term growth.

Chinese Lottery Market

In 2014, Chinese lottery market achieved another new record sales
of RMB382.4 billion (2013: RMB309.3 billion), representing a strong
year-on-year growth of 24%.

Total sales of Welfare Lottery amounted to RMB206.0 billion. Welfare
CTG accounted for about 73% of total Welfare Lottery sales; Welfare
Scratch Cards was about 9% and Video Lottery Terminals (“VLT")
took about 18%.

Welfare CTG sales in 2014 was RMB149.6 billion, increased by 16%.
Sales of Dual Colour Ball, the flagship national jackpot lotto, together
with other national Welfare CTG games accounted for 51% of the
total Welfare CTG sales while the aggregate sales of regional games
including different high frequency games accounted for 49% of the
total Welfare CTG sales. Welfare Scratch Cards sales was RMB18.6
billion, up 0.2%. VLT sales increased 30% to RMB37.7 billion.

Total sales of Sports Lottery was RMB176.4 billion. Sports CTG
accounted for about 91% of total Sports Lottery sales and Sports
Scratch Cards was about 9%.

EEENB®K

(&)

Zlb B REBEANE B MA RH B EMN G R
B RN —NF AEERELEFERAEBERIF
BENEELHVEEMNERRRAZ - HKMELR
TR S TEBEHLBEYENRBEYEL
i ([BEBERMEERKIR]) L EEREYE RN
DEBRBAY R SHAREEEEMRNNEREY
—  AEENEBYEEMNEER T —AF—AH
¥ HYRERE2FNLERIRE.

REBER REEKDETIVREETHAIBRRE
FE-IRATAKREEBERNVBEN KX
BRNEESAREEFAESHER ERERREER
Ho (MEFHETH)NWEATSEE-

ERREXERY YRAKBEENRMED IS
#R ufeﬁzﬁﬁLATE?E$l§HE7KE@§@iEE%%°

PEEETS

RZE—NF FREEETENEERHEAMAOEN
= EARKE3SET(ZT—=F: ARY3,093
TT) 851524 % H) 58 S 1R F 1 1E o

=]

Dl

-
(I]]H

BRYEMRAEEEEAARE2,060E L - BYE I
RNV EEEERENT3% B AMZH159%
MmARIELLAA518%

BREKENR-_Z-—HNFNHEHEEAARE,4%1E
T ER16% ° f’F?%i.Eé%ﬁﬁ”BﬁﬂEth%cE@ﬁ@
o ERHEMEEUEEYEKEEENEEE 58
FEMEHEEERNS1% MtEER (2FETRE
SRR NAHEBEINERYENEAHERS
B49% - B BIAENHERAARK 86T £
F0.2% - R EHRAHERANIERI0% EARE3T77

BTe

o B8 E Y=
SKBNE

BERENBHEEAARE1,764ET
® BEEAMAZAIAEI% -

B
HEEREBHEHERNIN %

Annual Report 2014 =Z—[UF4Fif 7



Management Discussion and Analysis (continued)

EEENWRIN (&)

Sales of Sports CTG, including SMG, increased by 38% to RMB160.7
billion. Benefited from World Cup, SMG sales was increased by 92%
year-on-year to reach RMB44.0 billion. Sports Scratch Cards sales was
RMB15.8 billion, down by 5%, accounted for 9% of the total Sports
Lottery sales.

System and Games Development Business

The Group’s SGDB is an active participant in the provision of lottery
systems and specialized equipment for both CTG and Scratch Cards
products in China. During the year under review, our SGDB continued
to deliver solid earnings and bring opportunity to the Group for

innovation and expansion.

Welfare CTG Business

The Group’s SGDB participates in the Welfare CTG business in China
through Shenzhen Sinodata Technology Co Ltd (“Sinodata”). Sinodata
is the leading lottery system and specialized equipment supplier for
Welfare Lottery in China and has a long and proven track record of
success in the field of lottery system and games development. During
the year under review, Sinodata provided its professional services to
17 lottery provinces in China.

Over the past five years, market size of Welfare CTG in China
increased at a compound annual growth rate of 20% and totaled
RMB149.6 billion in 2014. To maintain its competitive position as
a leading player in Welfare CTG market with the largest market
share, Sinodata has striven to offer reliable products and services in
supporting the development of both national games and regional
high frequency games. Given the positive response from customers,
the Group managed to identify and seize a great opportunity to
secure a multi-year contract renewal with lottery authorities in 2014.
The Group is looking forward to keep adding value to our partners
and lottery players by enhancing their lottery buying experience.

The unmatched reliability of the Group's lottery services and its first-
class innovation capacity are the important strategic elements to
protect the integrity of lottery market and promote future business
expansion. In its attempt to facilitate the development of Welfare
CTG market, the Group commenced cooperation with financial
institutions to develop the new channel for lottery distribution. During
the year under review, the Group has participated in the design and
provision of a comprehensive and specialized system solution for
financial institutions to equip their various customer interfaces with
lottery distribution functions, from ATMs and service counters at local
branches to telephone and cyber banking portals.
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Management Discussion and Analysis (continued)

Capitalizing on the extensive service network and an array of lottery
solution services of Sinodata in Welfare CTG market, the Group’s
Welfare CTG business is set to maintain its leading position in the
years ahead and benefit from the sustainable growth of this market
segment.

Welfare Scratch Cards Business

The Group's SGDB involves in the validation and printing business
of Welfare Scratch Cards in China. The Group has jointly controlled
interests, through Beijing Guard Libang Technology Co Ltd (“Guard
Libang”), in Welfare Scratch Cards validation services. Guard Libang
is a 50:50 joint venture with Scientific Games Corporation ("“Scientific
Games”), the world’'s leading instant ticket system and games
provider. Our strategic partnership with Scientific Games enables us
to bring its expertise and technology know-how to the Scratch Cards
market in China.

Through a cooperative venture with Shijiazhuang Offset Printing
House, one of the three entities authorized to print for the Welfare
Scratch Cards programs, the Group has involved in Welfare Scratch
Cards printing business.

In 2014, total sales of Welfare Scratch Cards in the market increased
by 0.2% to RMB18.59 billion. Performance of this market sector
remained weak as its competition with other lottery products, in
particular high frequency games, was becoming fierce.

In order to support the revitalization initiatives taken by lottery
authorities, the Group’s printing operations continued to offer
different new game designs and managed to maintain its market

share amid the challenging market.

Sports CTG Business

The Group's Sports CTG business involved the manufacturing and
sales of CTG terminals to provincial Sports Lottery Centres across
China serving the needs of traditional CTG sector and supporting
the development of SMG. During the year under review, the Group
continued to upgrade its model of CTG/SMG terminals to cater for
the needs of latest market trend and industry development, and
successfully achieved the target number of terminal shipments.
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Management Discussion and Analysis (continued)

EEENWRIN (&)

Distribution and Marketing Business

The Group's DMB division comprises lottery distribution operations
conducted through electronic platforms (i.e. internet and mobile, high
frequency games and video lottery terminals) and physical platforms
(i.e. point-of-sale at retail shops and through channel partners). It is
a major participant in the downstream lottery operations in China.
It has successfully established a comprehensive distribution platform
consists of a widely diversified and recognized physical retail network
and a best-in-class portfolio of electronic lottery distribution channels.

We pledged to provide reliable, efficient and innovative lottery
services to address the needs of end consumers in lottery market and
assist lottery authorities to promote and develop the Chinese Lottery

market in sustainable manner.

During the year under review, the Group’s DMB achieved satisfactory
results on the back of its well diversified distribution channels. The
Group's diversified business portfolio and distribution channels allow
us to drive growth by capturing the tremendous growth potential
we see in the Chinese lottery market while we can manage risk and
challenge in the emerging market.

Cooperation Distribution Business

The Group's cooperation distribution business focuses on the
distribution and sales of scratch cards through a physical lottery
distribution network located throughout the major provinces in China.
Under the cooperative model, we establish strategic partnerships
with channel partners, entities and organizations that already had a
widely diversified and recognized sales network located in selected
prime locations. Our channel partners principally comprise chains of
convenience store and supermarket, grocery and pharmacy chains,
gasoline stations and post office. To date, the Group’s DMB is one of
the largest distributors for scratch cards in terms of sales value and
number of point-of-sales established.

During the year under review, total sales of scratch card products
in China was RMB34.34 billion, slightly decreased 2% year-on-year.
The decline in scratch card sales reflected the increased competition
between scratch card and other lottery products in particular high
frequency games. Meanwhile, the strong performance of SMG also
exerted considerable pressure on Sports scratch card sales by altering
the consumer behavior.
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Management Discussion and Analysis (continued)

Despite the challenging environment, scratch card market still
accounted about 10% of the total lottery market. We have already
adopted new strategy and streamlined distribution network to
mitigate the decline in scratch card demand by revising and enhancing
the operation efficiency of our distribution network. We remain
positive about this market segment as the Group is well positioned to
seize opportunities and benefit from revitalization measures initiated
by lottery authorities going onwards.

Single Match Games Business

The Group’s SMG business is conducted through our franchised
SMG shops across 7 key provinces in China together with our strong
presence on electronic platform. The Group operates a safe, reliable
and comprehensive distribution platform to facilitate the development
of SMG in China.

In 2014, total SMG sales in China grew 92% to RMB44 billion on
the back of the successful World Cup. SMG sales generated during
the World Cup period in China amounted to RMB12.9 billion
representing a tremendous growth compared to RMB1.3 billion sales
achieved during the 2010 World Cup four years earlier. Building on
the well-established comprehensive distribution platform, the Group's
SMG business harnessed the power of sport to drive growth and

successfully expanded its customer base.

World Cup became a catalyst to fuel growth of SMG in China by
introducing this lottery game to the public, allowing the lottery
industry to identify a large group of sports enthusiasts. By adding
excitement to sports events, this kind of unique lottery experience
will continue to play a predominant role in the future development of
SMG.

The well-organized and holistic approach of service innovation was
another acceleration factor that drove performance in our SMG
business. The Group has launched various promotion and ground-
breaking services on www.okooo.com, which is one of the leading
portal dedicated to lottery in China. Okooo has been successful in
engaging and retaining SMG players before and after World Cup.
We launched an innovative function on Okooo by providing incentive
to users who share their own betting model which replaced the old-
fashioned way to address insight of expert players. The unmatched
level of innovation remains a source of our competitive advantage

which strengthens our connection with customers.
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Management Discussion and Analysis (continued)

EEENWRIN (&)

SMG players are efficiently engaged and attached with electronic
lottery distribution channels when they following sports, gathering
information of games and placing bets. Building a strong presence
in mobile and web distribution of lottery products remains a very
important digital strategy for us to accelerate growth in our SMG
business. Efforts in promoting the mobile channel and improvements
on Okooo resulted in a strong growth of customer base during the
World Cup period, which was one of the key objectives for the year
under review.

During the year under review, the Group has strategically increased
its interest in Okooo operations by acquiring an additional 6.6%
interest in JEE Z R (4b5) RHR M AR A F

transaction further strengthened the Group's competitive advantage

("Beijing Okooo”). This

over the online lottery distribution channel and better positioned the
Group to take full advantage of the rapid growth of SMG in China.

Mobile Lottery Business and Mobile Electronic Lottery Platform

The Group’s mobile lottery business consists of two generations of
mobile technology. The traditional mobile lottery business provides
subscribers with the latest lottery information and allows them to
purchase CTG tickets through SMS text messaging while the current
generation Mobile ELP utilize mobile app to buy lottery tickets and
receive latest lottery information. During the year under review,
contribution from the SMS channel further diminished as user
continued to migrate from traditional mobile channel to Mobile ELP.

In the light of the development of mobile communication with
increasing penetration and advancement of mobile devices, the
Group’s DMB has developed and launched its Mobile ELP for Welfare
Lottery since second half of 2012 which provides technological
breakthrough to improve the accessibility of lottery products and
creates an efficient channel for lottery authorities to remain in touch
with players.

The Group’s Mobile ELP for Welfare Lottery offers a multi-functional
back-end system with convenience interface to facilitate the lottery
distribution of provincial lottery centers over the mobile channel. In
terms of user experience, the Mobile ELP improves the convenience of
lottery purchase by connecting the players directly to the centralized
system of provincial lottery centre, enabling a safe and reliable lottery

buying experience.
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Management Discussion and Analysis (continued)

In December 2014, the Group entered into contract with Guangdong
SLAC to develop a Mobile ELP for the implementation of paperless
lottery distribution channels, including telephone and mobile in
Guangdong Province. The development of Mobile ELP for Guangdong
SLAC is one of the first of its kind for Sports Lottery in China. It also
represents another important step forward for the Group’s Mobile
ELP development and a firm recognition of the supreme capabilities
and reliability of the system itself. The Group is confident that the
collaboration with Guangdong SLAC will result in great success and
we will continue to provide customers with high-value solutions to
support the industry development and drive future growth.

Outlook

Looking into the future, the operating environment in the Chinese
lottery market will remain challenging as the change in consumer
demand and modification of regulatory framework continue in the
years ahead. But most importantly, these changes will bring new
opportunities for the Group and we are proud to have established a
solid foundation to capitalize on any opportunities which may arise.
The Group has grounded its success in the ability to adapt and move
in the constantly evolving Chinese lottery market. In 2015, we will
continue to pursue our long-term objectives in order to capture the
tremendous growth potential we see in the market.

Over the years, our relentless focus on innovation and diversification
gives us strength in driving great results across different business
segments and laying a solid foundation for future development.
Going forward, the Group will consistently maintain its nimble and
prudent approach in making the right choices to invest in areas with
the highest potential return which will help us to drive growth and
manage risk. The ability to see the direction of change in the lottery
industry and to take it into account while enhancing our operations
remains a winning strategy that allows us to deliver profitable and
sustainable growth year after year.

As the Chinese lottery market posted a record-breaking results in
2014 with total lottery sales amounted RMB382.4 billion, it has also
generated a new record amount of State Lottery Welfare Fund which
supports numerous social welfare programs and promotes sports
development in China. The issuance of lottery has no doubt become
one of the crucial means for government to collect funds for good

causes and the community.
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Management Discussion and Analysis (continued)
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In late 2014, National Audit Office (“NAQO") commenced a special
inspection in different provinces to investigate the allocation of lottery
funding. We believe that it is a step forward in the right direction
to increase transparency of the operation of lottery funding which is
significant in amount with growing importance. It is expected that
the assessment of lottery funding usage conducted by NAO may
encourage the establishment of a more disciplined approach of lottery
management system which improves the image of lottery in the eyes
of the general public.

More recently, Ministry of Finance, Ministry of Civil Affairs and
General Administration of Sport of China have jointly issued the
“Circular on Self-examination and Self-correction on Unauthorized
Lottery Sale on the Internet” in January. This circular mentioned
that the respective bureau at the provincial level will carry out self-
examination with the focus over online lottery distribution channels.
In support of and cooperation with provincial lottery centers on
the self-examination program and take potential launch of the new
model/technology of internet lottery operations into consideration,
the Group has made temporary adjustment on business operations
across our various distribution platforms in early March 2015.

In view of the regulatory events happened during the recent months
in China, it is believed that it will clarify the code of conducts and
standards of operations in the internet lottery market which will
ensure transparency of the control system, and eliminate malpractices
in the industry. In addition, this will further improve the transparency
on the control and management of lottery funds and ensure best
practices for both the regulators and market participants. Such moves
will also balance the growth of lottery distribution over the various
distribution platforms including both physical and paperless means
like mobile electronic lottery platform. More importantly, it will further
speed up market consolidation and the process of long-awaited
licensing. We expect that the PRC authorities will introduce a licensing
regime to regulate the internet lottery market, whereby online lottery
service providers will be able to apply for licences to sell lottery tickets
online. Depending on the requirements of the licensing regime, it is
planned that the Group or the PRC Company will apply for a licence
after the PRC authorities announce the application procedures, and
continue to operate the online lottery operations through the Okooo
platform.

14 Rextot Holdings Limited BZ= M ARAT)

R-E-HFE BREBFAB([FFBDRZAE

DT REENERERARRTHIRETE- $%
ERE BEXFESNSEBRBREAN  MEHE
FEREBREE HHRAETHREREFBE-
BRI ZHRRE S EMN TG AR EBAR
FREEERG BPNRESABRLETERENER-

FH P EGEES RRS BERBE5ERN—AHRE
Eh[ERHARBEENAERAEELRTRAEESR
AMTIEAMEBRBA] -ZBNREREERIFIB
EHETRLYERARENBETE BXFRE
BERXEPONBETI(E LA R M T BE
HEREBOFEL Bl AEMER-_Z-RF=
AN REER T A0 EREEE RN

BENTEKOBAZENEE M AEEMHEEMR
BMERSAIESEMBYENTSNITATRMEZR
£ HREEHELENAE BREANTET R U
S BE-—TMAEAYRESHNEEREENERE
REEHBAEDTIS2EERTSEME ZSEEB
FETRARZXFE (BRERBRER TN DFH
BIURTES )INER FEENRBEE N
RIS EALMMAFEANEEBRE - AEEFELY  f
BRI ARIERGRELRBEET S MBK
FERBHRERBERILPAEEREELZEMKE
BoRFEEBRN ZRE BRG] REERKZ
TEARBNTEEEE MR ERFRAERR &
BiFEBOkooo T A EMBH RER -



Management Discussion and Analysis (continued)

Prior to the Suspension, online lottery service providers (including
the PRC Company) operated under the business model in which the
service providers acted as agent for lottery customers to purchase
lottery tickets. The service providers did not sell lottery tickets on
behalf of lottery centers under this model, but rather purchased the
same from lottery centers on behalf of their customers. It is expected
that this model will no longer be applicable nor sustainable after the
licensing regime comes into force. We know that the process might
bring short-term uncertainties to the lottery market and temporary
disruption on our business operations, but similar to other market
participants in general, we believe it will facilitate an orderly and
healthy development of the industry in a sustainable manner and

hence reaccelerate growth in the lottery market in long run.

While the Group continues to pursue for its long term growth
strategies, we are also structured and prepared for the regulatory
development. Capitalizing on our comprehensive distribution platform
which consists of an extensive physical network, a best-in-class
internet platform and a well recognized mobile/telephone platform
(including call centers), together with a well diversified business
portfolio which covers the whole value chain of the industry and
almost all kind of lottery products, we are well placed in the lottery
industry to manage our business in an opportunistic manner to
mitigate impacts caused by regulatory development and change in

operations.

Our business will only flourish when the lottery market manages
to demonstrate its credibility and earn trust from consumers by
strengthening its integrity, reliability and security of lottery products
and services. Acceleration in market consolidation and continuous
improvement in regulations, as part of the broad-based and extensive
reform measures initiated by the lottery authorities, will be key drivers
in promoting China lottery industry’s healthy, sustainable growth. We
are aligned with authorities to achieve a smooth transition toward the
digital era of lottery market.
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Management Discussion and Analysis (continued)
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The Group will remain steadfast in our long-term focus to leverage
the power of electronic lottery distribution channels. The tremendous
growth potential of these channels has been once again put in
the spotlight by the World Cup in Brazil last year. Over the past
recent years, we witnessed consumer demand shifting towards
the electronic channels as SMG is the kind of game that is ideally
suited in the digital environment. Advances in technology and the
rapid rise of mobile devices are driving a fundamental change in
lottery buying experience, creating opportunities for us to capture a
new community of young, tech-savvy customers. We recognize the
important role of electronic lottery distribution channels plays in the
future development of lottery market and that is why we have been
so focused on expanding our strategic presence over the electronic
lottery distribution channels.

In mid-March this year, the Chinese government published its overall
reform plan to boost the development of soccer in China. The reform
plan, passed by China’s central reform group showed a determination
to popularize the sport across the country and ultimately promote
the level of national team. The plan outlines a reform that will
involve almost every aspect of the sports, including professional
clubs, leagues, national teams and grassroots football. The plan also
aims to increase the amount of funding from State Lottery Welfare
Fund going toward the development of soccer and plan to establish
lottery games which bet on the results of Chinese Football League.
We believe that the reform plan will provide strong stimulus to the
lottery market as the lottery market has already witnessed a strong
performance of SMG sales early this year when the Chinese national
team reached the Asian Cup quarter-finals. The inclusion of local
soccer games which are familiar to lottery players in the country
should be beneficial to both the development of soccer and lottery
market in China.

Okooo, our instrumental online lottery platform acquired at the
end of 2011, has been relentlessly demonstrated its ability to add
excitement to sports events for sports enthusiasts and to deliver
unmatched functions for expert players. The Group will continue to
participate in the management of the PRC Company and continue to
promote the Okooo business. Going forward, we will continue our
focus to expand our competitive advantage over this platform, and
further increase our investment on online lottery platform to seize the

growth opportunities in this area.
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Management Discussion and Analysis (continued)

Giving back to the community has always been one of the core
purposes of lottery. Similarly, we believe that our focus on serving
the community will allow us to bring inspiration to the lottery market
and see ever-expanding opportunities for growth. The Group will
explore strategic collaboration with national nonprofit organization
in creating new job opportunities and developing innovative lottery
distribution model by leveraging the Group’s existing and proven
lottery technologies. New lottery products and the evolution of lottery
distribution channels will remain the golden key for lottery market to
achieve sustainable growth. We believe that these two elements will
bring Chinese lottery market to the next level in future by expanding

the size of lottery players, hence an increased lottery spending.

We have established a strong presence and built our competitive edge
across the industry in terms of a large geographic coverage, wide
variety of products offering and advanced technological capability.
It provides us the unprecedented insights to discover breakthrough
which helps to overcome challenges. Looking into 2015 and beyond,
we will continue to sharpen our focus on delivering revolutionary
innovation to new model of lottery distribution. While we try to meet
the needs of our customers, we will also tap into the unseen market
opportunities by providing impetus to accelerate market growth.

Looking ahead, we remain optimistic about the long-term growth
prospect of China’s lottery market and we are very positive on the
company’s long-term business and earnings outlook. Most of all,
we have successfully established our lottery operations in China
as one of the leading comprehensive lottery service providers with
strategic presence throughout the whole value chain of the Chinese
lottery market. We believe with the solid foundation of our business
and unparalleled market position in the industry, we are confident
to further enhance the Group's long-term growth prospect and
shareholder value through dividend payout and share repurchase
program. Being a major participant of the lottery industry, supporting
the ongoing development of lottery in China will always be at the
heart of our mission. The Group will continue to make significant
contributions for sustainable development of the industry which
supports the good causes that benefit the general public in China.
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Management Discussion and Analysis (continued)
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FINANCIAL REVIEW

Results

For the year ended 31 December 2014, the Group recorded
a turnover of HK$1,687,953,000 (2013: HK$2,165,474,000),
representing a decrease of 22% over that of the last year. The
decrease was mainly attributable to the Group's lottery business in
China.

Loss attributable to equity shareholders for the year was
HK$103,692,000 (profit attributable to equity shareholders for 2013:
HK$868,982,000). The loss per share was 1.12 HK cents (earnings
per share for 2013: 10.25 HK cents). Diluted loss per share for the
year ended 31 December 2014 is same as the basic loss per share as
both the share options and the convertible bonds outstanding during
the year had an anti-dilutive effect on the basic loss per share (fully
diluted earnings per share for 2013: 9.58 HK cents).

As compared to 2013, there was an increase of 124% (i.e.
HK$1,178,022,000) in “prepayments and other receivables” in 2014.
Approximately 32% of the increase was due to the deconsolidation
of the PRC Company, which led to the reclassification of the
advances for the Okooo operations as “prepayments and other
receivables”. This reclassification is an accounting treatment. The
remaining increase of approximately 68% was mainly due to the
general expansion of the Group’s business. Such amounts arise from
ordinary course of business and are not due from connected person.
The amounts include “prepayments and other receivables” made to
expand the Group's existing off-line and on-line distribution platforms
which is in line with the growing PRC lottery market; and to develop
new lottery related business opportunities. Further, the audit carried
out by the National Audit Office on the use of lottery funds in 18
provinces in the end of 2014 led to a longer collection period for the
prepayments and other receivables due to the Group's lottery units.

The Board recommended a final dividend of 0.80 HK cent per share
(2013: 1.88 HK cents per share). Together with the paid interim
dividend of 2.30 HK cents per share (2013: 1.70 HK cents per share),
the Group's total dividend for the year ended 31 December 2014
amounts to 3.10 HK cents per share (2013: 3.58 HK cents per share).
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Management Discussion and Analysis (continued)

Liquidity, Financial Resources and Funding

At 31 December 2014, the Group's total equity amounted to
HK$6,140,106,000 as compared to HK$6,222,672,000 at the end of
the previous year.

At 31 December 2014, the Group had cash reserves of approximately
HK$1,293,032,000 (2013: HK$1,146,266,000), which included
approximately HK$332,000 (2013: HK$336,000) of clients’ funds that
were kept in designated segregated bank accounts.

In 2011 and 2012, the Company issued 6% convertible bonds due
2016 in principal amount of HK$964,700,000 and HK$429,000,000
respectively (together, the “2016 Convertible Bonds”). Each 2016
Convertible Bond will be convertible into fully paid ordinary shares
of HK$0.01 each (the "Shares”) of the Company at the applicable
conversion price of HK$0.5700 per Share. The 2016 Convertible
Bonds bear interest at the rate of 6% per annum payable semi-
annually in arrears. During the year under review, conversion rights
attached to the 2016 Convertible Bonds of HK$618,100,000 in
principal amount had been exercised by the holders thereof. At 31
December 2014, the principal amount of the 2016 Convertible Bonds
outstanding was HK$347,700,000 (2013: HK$965,800,000).

During the year under review, the Company issued 4.5% convertible
bonds due 2019 in principal amount of HK$1,900,000,000 (the
“2019 Convertible Bonds”). Each 2019 Convertible Bond will be
convertible into fully paid ordinary Shares of the Company at the
applicable conversion price of HK$1.3900 per Share. The 2019
Convertible Bonds bear interest at the rate of 4.5% per annum
payable semi-annually in arrears. During the year under review, there
was no conversion of the 2019 Convertible Bonds into Shares by the
bondholders and no redemption of the 2019 Convertible Bonds made
by the Company. At 31 December 2014, the principal amount of the
2019 Convertible Bonds outstanding was HK$1,900,000,000.

The gearing ratio as at 31 December 2014 was 33.09% (2013:
15.51%). The gearing ratio was derived by dividing the total
borrowings including convertible bonds, obligations under finance
leases and bank borrowings of approximately HK$2,031,895,000
(2013 approximately HK$965,273,000) by the amount of total equity.
The liquidity ratio of the Group, represented by a ratio between

current assets over current liabilities, was 2,082% (2013: 1,474%).
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The Group had outstanding bank borrowings as at 31 December 2014
of HK$87,500,000 (2013: HK$70,656,000). The bank borrowings
were denominated in Renminbi and interest bearing at prevailing
commercial lending rates. The Group’s land and building were
pledged to secure the bank borrowings. We expect that all these

borrowings will be repaid by internal generated funds.

Taking into account the financial resources available to the Group
including internally generated funds and available banking facilities,
the Group has sufficient working capital to meet its present
requirements.

Impairment Losses on Goodwill and Intangible Assets

For the year ended 31 December 2014, the Company made
a provision of HK$748,530,000 (2013: HK$20,000,000) and
HK$121,885,000 (2013: Nil) for impairment losses on goodwill and
intangible assets respectively.

The increase in impairment loss on goodwill was predominantly
due to the provision for impairment loss on goodwill related
to the Group’s internet based lottery distribution operations of
HK$726,530,000. As at 31 December 2014, the carrying amount of
the Group's internet based lottery distribution operations exceeded
its recoverable amount of HK$471,250,000 which is supported by
valuation carried out by an independent valuer. The recoverable
amount of this cash-generating unit was calculated based on fair
value less costs of disposal which was measured using the income
approach with a discounted cash flow method. The key assumptions
for the determination of fair value less costs of disposal are those
regarding the discount rate, the growth rate and that the suspension
period of the internet lottery distribution services will not be more
than one year. Pre-tax discount rate of 21.17% and terminal
value growth rate of 3% had been used in the calculation of the
recoverable amount. As at 31 December 2013, the recoverable
amount of this cash-generating unit was determined based on value
in use calculations which was measured using the income approach
with a discounted cash flow method with pre-tax discount rate of
18.97% and terminal value growth rate of 3%. The decrease in
recoverable amount as at 31 December 2014 and the change in
valuation assumptions are mainly due to the uncertainty arising
from the suspension of the internet lottery distribution market and
the risks associated with this suspension together with the result of
deconsolidation of the PRC Company. Accordingly, it was necessary to
recognise a full impairment of goodwill of HK$726,530,000.
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Management Discussion and Analysis (continued)

As at 31 December 2014, the Group made a provision of
HK$121,885,000 (2013: Nil) for impairment losses on intangible
assets that represent the long term contracts of carrying value of
HK$143,169,000 as at 31 December 2013. Such long term contracts
were entered into between the Group’s internet based lottery
distribution operations and lottery centers. These long term contracts
are operating right contracts acquired in business combinations in
2011 and were measured initially at their fair values on the acquisition
date. They had definite useful lives and were to be amortised over
their estimated useful lives of 5 to 10 years.

Due to the Suspension, the Board considered that full impairment
losses should be recognised for these long term contracts for the
financial year ended 31 December 2014. This is because whilst the
Company expects the Suspension to be temporary, there will be a
new model/technology for internet lottery distribution platform given
the upcoming development in licensing and the companies involved
in internet lottery distribution operations will need to enter into
new contracts when the internet lottery distribution unit resumes
operations.

Pledge of Assets

At 31 December 2014, the Group's land and building with total
market value of approximately HK$87,250,000 (2013: approximately
HK$86,795,000) is pledged to banks to secure the bank borrowings
granted to the Group.

At 31 December 2013, trade receivables of approximately
HK$6,553,000 (2014: Nil) is pledged to a bank to secure general
banking facilities granted to the Group.

Share Capital

106,000,000 new shares of HK$0.01 each were issued and allotted
during the year upon exercise of share options granted by the
Company.

1,049,436,773 new shares of HK$0.01 each were issued and allotted
during the year upon exercise of conversion rights attached to the
2016 Convertible Bonds. Share premium increased by approximately
HK$647,769,000 accordingly.
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58,195,540 and 82,570,203 new shares of HK$0.01 each were issued
and allotted by the Company during the year pursuant to the scrip
dividend scheme in respect of the final dividend for the year ended 31
December 2013 and the interim dividend for the six months ended 30
June 2014 respectively.

67,950,000 shares of HK$0.01 each were repurchased by the
Company and cancelled during the year.

As at 31 December 2014, the total number of issued shares of the
Company was 9,960,024,710.

Save as disclosed above, there was no change in the Company's
capital structure during the year ended 31 December 2014.

2016 Convertible Bonds

The Company issued the 2016 Convertible Bonds in 2011 and 2012
respectively which shall, upon conversion, be convertible into fully
paid Shares at an initial conversion price of HK$0.6175 per Share.
Pursuant to the adjustment provisions in the terms and conditions
of the 2016 Convertible Bonds, (i) adjustment has been made to the
conversion price of the 2016 Convertible Bonds from HK$0.6175
per Share to HK$0.6100 per Share with effect from 19 June 2013
as a result of the approval and declaration of the final dividend for
the year ended 31 December 2012; (ii) further adjustment has been
made to the conversion price of the 2016 Convertible Bonds from
HK$0.6100 per Share to HK$0.6000 per Share with effect from 31
October 2013 as a result of the declaration of the interim dividend
for the six months ended 30 June 2013; (iii) further adjustment has
been made to the conversion price of the 2016 Convertible Bonds
from HK$0.6000 per Share to HK$0.5800 per Share with effect
from 19 June 2014 as a result of the approval and declaration of
the final dividend for the year ended 31 December 2013; and (iv)
further adjustment has been made to the conversion price of the
2016 Convertible Bonds from HK$0.5800 per Share to HK$0.5700 per
Share with effect from 31 October 2014 as a result of the declaration
of the interim dividend for the six months ended 30 June 2014.

During the year ended 31 December 2014, conversion rights
attached to the 2016 Convertible Bonds of HK$618,100,000 in
principal amount had been exercised by the holders thereof. As at
31 December 2014, the principal amount of the 2016 Convertible
Bonds outstanding was HK$347,700,000 (2013: HK$965,800,000).
The 2016 Convertible Bonds are currently listed on the Singapore
Exchange Securities Trading Limited.
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Management Discussion and Analysis (continued)

As at the date hereof, the principal amount of the 2016 Convertible
Bonds remaining outstanding is HK$347,700,000. Each 2016
Convertible Bond will be convertible into fully paid Shares at an
applicable conversion price of HK$0.5700 per Share upon conversion.

Pursuant to the terms and conditions of the 2016 Convertible Bonds,
the Company may at any time after 28 September 2014 and prior to
the maturity date of the 2016 Convertible Bonds, and subject to the
provisions of the terms and conditions thereof, redeem in whole, or
in part, the 2016 Convertible Bonds for the time being outstanding at
their principal amount together with interest accrued to the date fixed

for redemption.

Issue of 2019 Convertible Bonds

On 9 April 2014, the Company entered into a subscription
agreement with Daiwa Capital Markets Hong Kong Limited and
Merrill Lynch Far East Limited whereby the Company agreed to
issue up to HK$1,900,000,000 in aggregate principal amount of
4.5% convertible bonds due 2019 at the issue price of 100% of the
principal amount thereof. The 2019 Convertible Bonds shall, upon
conversion, entitle the holders thereof to subscribe for the Shares at
an initial conversion price of HK$1.4070 per Share.

The total issue size of the 2019 Convertible Bonds was

HK$1,900,000,000 in principal amount, comprising:

1) Firm Bonds of HK$1,200,000,000 in principal amount issued on
17 April 2014;

2)  Option Bonds of HK$400,000,000 in principal amount issued on
17 April 2014; and

3)  VC Bonds of HK$300,000,000 in principal amount issued on 8
July 2014.

The total gross proceeds from the issue of the 2019 Convertible
Bonds were HK$1,900,000,000, which shall be used to finance the
Group's business expansion through organic growth and potential
joint ventures and acquisition opportunities that may arise in the
future and for general corporate and working capital needs.

The 2019 Convertible Bonds are currently listed on the Singapore
Exchange Securities Trading Limited. Details of the issue of the 2019
Convertible Bonds and the principal terms thereof are set out in the
Company’s announcements dated 10 April 2014, 17 April 2014, 13
May 2014 and 8 July 2014 respectively, and the Company’s circular
dated 23 May 2014.
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Management Discussion and Analysis (continued)
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Pursuant to the adjustment provisions in the terms and conditions
of the 2019 Convertible Bonds, adjustment has been made to the
conversion price of the 2019 Convertible Bonds from HK$1.4070 per
Share to HK$1.3900 per Share with effect from 31 October 2014 as
a result of the declaration of the interim dividend for the six months
ended 30 June 2014.

There was no movement in the 2019 Convertible Bonds since issuance
and during the year ended 31 December 2014.

Exposure to Fluctuation in Exchange Rate Risk and Interest Rate
Risk

The Group’'s assets, liabilities and transactions are mainly
denominated either in Hong Kong dollar or Renminbi. The Group
did not enter into any foreign exchange forward contracts to hedge
against exchange rates fluctuations. Foreign exchange risk arising
from the normal course of operations is considered to be minimal and
the management will closely monitor the fluctuation in the currency

and take appropriate actions when condition arises.

In terms of the interest rate risk exposures, the Group does not have
any significant interest rate risk as both the borrowings of the Group
and the interest rates currently remain at low levels.

Deconsolidation of a Subsidiary

In January 2015, a self-inspection program was carried out by
provincial lottery centers in China after the Ministry of Finance and
the Ministry of Civil Affairs and General Administration of Sport of
China jointly issued the Relevant Circular. As a result, the Group's
internet based lottery distribution unit has temporarily suspended its
internet lottery distribution services effective from March 2015. It is
uncertain when the operation of the Group's internet based lottery
distribution unit will resume.
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Management Discussion and Analysis (continued)

As at 31 December 2014, the Company beneficially owned the
majority interest in Beijing Okooo which beneficially owned the
majority interest in the PRC Company. Since the commencement
of operation by the PRC Company in late 2013, it had been the
Company's intention to increase its exposure in electronic lottery
distribution platform especially on the web and mobile platforms.
Such an intention naturally involves a plan to incrementally acquire
the remaining interest in Beijing Okooo and additional interest in
the PRC Company. The Company considered that it had de facto
unilateral control over the PRC Company given that it was the
majority shareholder of Beijing Okooo, which was the majority
shareholder in the PRC Company. Further, the Company was able to
unilaterally direct the relevant activities of the PRC Company given its
plan to increase its interest in Beijing Okooo and the PRC Company.

The developments in the lottery market since November 2014 has
prompted us to reassess the Company’s investment plan. The National
Audit Office commenced an audit on the use of lottery funds in 18
provinces in around mid-November 2014. In January 2015, provincial
lottery centers were required to carry out self-inspection pursuant to
the Relevant Circular. This in turn led to the Suspension of the PRC
Company’s internet lottery distribution operations in March 2015. As
a result, we decided to reassess the commercial benefits of the plan
to acquire further interest in Beijing Okooo and the PRC Company in
light of these developments. For the avoidance of doubt, currently,
we have not made a firm decision on such assessment, and we will

continue to monitor any future development.

In the meantime, we considered the issue of control over the PRC
Company and considered that the Company no longer had control
nor significant influence over the PRC Company. Due to the changes
in the investment plan, the Company could no longer unilaterally
direct the relevant activities of the PRC Company. We believe that
the Company would have been able to demonstrate that it had
control over the PRC Company since 2013 had it maintained its initial

investment plan.
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As an accounting treatment, the date of the deconsolidation is taken
to be 1 January 2014. The date of deconsolidation was not taken to
be from 26 September 2013 (i.e. the date of establishment of the PRC
Company) because the financial effect of the deconsolidation on the
Group's accounts for the year ended 31 December 2013 would have
been de minimis. Taking into account the factors set out above, we
believe that it is prudent to deconsolidate the PRC Company.

The PRC Company has been reclassified as an available-for-sale
financial asset in the Group’s consolidated management accounts
from 1 January 2014 onwards, and its revenue is not reflected in
the audited accounts of the Group for the financial year ended 31
December 2014. For the financial year ended 31 December 2013,
revenue generated from the PRC Company constituted approximately
1.3% of the Group’s revenue (the PRC Company began operations in
late November 2013). The Company has considered the adjustment
that would have been made to the Group’s consolidated management
accounts for the year ended 31 December 2013, and concluded that
the financial effect of those adjustments would be immaterial. The
Board has therefore resolved to reclassify the PRC Company as an
available-for-sale financial asset from 1 January 2014 onwards rather
than to make corresponding adjustments.

The PRC Company remains a long term investment of the Group.

Material Acquisitions and Disposals of Subsidiaries
The Group had no material acquisition and disposal of subsidiaries
during the year ended 31 December 2014.

Human Resources
As at 31 December 2014, the Group had 1,318 employees.

The Group remunerated its employee mainly based on the individual’s
performance and experience. Apart from the basic remuneration,
discretionary bonus and share options may be granted to eligible
employees by reference to the Group's performance as well as
individual performance.
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Management Discussion and Analysis (continued)
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APPRECIATION &)

On behalf of the Board, | would like to express my sincere thanks to AANERRESTERLORXI2BRE EBRBELE
all our shareholders, business partners and professional advisors for EEERAFE B2 THERERE TTEH
their support throughout the year, and to our management and staff AREEELTHEREHE -

for their ongoing dedication to the Group.

For and on behalf of the Board REESS

Chan How Chung, Victor HITEE

Executive Director FREH

Hong Kong, 31 March 2015 HE —_T-—RF=A=1+—H
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Biographical Details of Directors and Senior Management

EEREREEBEAERE

EXECUTIVE DIRECTORS

CHAN How Chung, Victor, aged 53, was appointed as an executive
director of the Company on 4 July 2002. Mr Chan is responsible
for the strategic development and overall operations of the Group.
He holds a LLB degree and is a professionally qualified accountant.
He has over 25 years of experience in corporate restructurings and
reorganizations, mergers and acquisitions, primary and secondary
capital raisings, wealth management and corporate finance.

BOO Chun Lon, aged 50, was appointed as an executive director
of the Company on 14 September 2004 and is responsible for the
development of the Group. He holds a bachelor’s degree of arts from
the University of Winnipeg in Canada. Prior to joining the Company,
he has been the marketing manager of Great Tone Limited, an

international manufacturing company.

INDEPENDENT NON-EXECUTIVE DIRECTORS

YUEN Wai Ho, aged 55, obtained a master of business
administration from the University of Bath in England in 1988. Mr
Yuen is a fellow member of both the Hong Kong Institute of Certified
Public Accountants and the Association of Chartered Certified
Accountants, an associate member of the Chartered Institute of
Management Accountants and the Institute of Chartered Secretaries
& Administrators. Mr Yuen has more than 25 years of experience
in auditing and commercial fields, 10 of which were working in
multinational companies. He is currently a partner of a firm of
certified public accountants.

CHOW Siu Ngor, aged 59, is a practicing solicitor in Hong Kong. Mr
Chow graduated from the Chinese University of Hong Kong in 1981
with an honors degree in Social Science. He then obtained an honors
degree in Laws from the University of Birmingham in England in 1987.
Mr Chow was admitted as a solicitor of the Supreme Court of Hong
Kong in 1990 and has been in private practice since then. Currently,
Mr Chow is a Partner of King & Wood Mallesons, Solicitors. Mr Chow
also serves as an independent non-executive director of CCT Land
Holdings Limited (formerly known as CCT Tech International Limited)
and CCT Fortis Holdings Limited, and a non-executive director of REX
Global Entertainment Holdings Limited (formerly known as China
Gamma Group Limited), all of which are listed companies in Hong
Kong.
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Biographical Details of Directors and Senior Management (continued)

EERS

LEE Ka Lun, aged 60, is a fellow member of the Association of
Chartered Certified Accountants in the United Kingdom. Mr Lee has
over 25 years experience in banking and auditing. He had been the
Deputy Chief Executive of Lloyds TSB Bank plc, Hong Kong Branch
and Regional Director — Finance and Operation of Lloyds TSB's
operations in Asia for over 15 years and has extensive experience
on corporate banking, private banking, treasury, operations, IT
developments and general management. Mr Lee also serves as an
independent non-executive director of Chow Sang Sang Holdings
International Limited, Yuexiu Property Company Limited, Chong Hing
Bank Limited and Medicskin Holdings Limited, all of which are listed

companies in Hong Kong.

SENIOR MANAGEMENT

WOO Ming Wah, aged 44, is the Chief Financial Officer of the
Group. Mr Woo is an associate member of the Hong Kong Institute
of Certified Public Accountants and a member of the American
Institute of Certified Public Accountants. Mr Woo has over 18 years of

experience in the field of auditing and financial management.

NG Yuen Yee, aged 45, is the Company Secretary of the Company.
Ms Ng is an associate member of The Hong Kong Institute of
Chartered Secretaries. She has over 22 years of experience in the field

of company secretaryship.

YAU Sheung Nei, aged 42, is the Director — Corporate Development
and Investor Relations of the Group. Ms Yau has over 19 years of
experience in the field of investor relations and equity research. Prior
to joining the Group, she had worked for a number of Hong Kong

listed red chip companies and a global asset management company.
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Mcmagemenf for Lottery Business

FTEEXEKBKEE AR

ZHANG Beiguang, aged 45, is the Executive Vice President (Lottery
Operation and Overseas Markets) of the Group. Mr Zhang graduated
from the Peking University with a bachelor’'s degree in arts. He has
over 15 years experience in strategic development and management.

WANG Xiangbo, aged 52, is the general manager of Beijing Guard
Libang Technology Co Ltd (“Guard Libang”). He joined Guard Libang
in 2004. Mr Wang graduated from the Hunan University with a
master's degree in Business Administration. Prior to joining Guard
Libang, he was appointed as vice president of China Southern Airlines
Power Machinery Company in 1993 and was responsible for sales. He
specialized in large scale operation management and international
venture, especially in nationwide marketing management. He was the
general manager of Tianjin Nankai Co Ltd, a listed company in China
between 2000 to 2003.

ZHU Yi, aged 48, is a director and the general manager of
Shenzhen Sinodata Technology Co Ltd and is in charge of the
marketing functions. He graduated from Chongging University in
the department of Electrical Engineering with a bachelor’s degree
in engineering. Since 1993, Mr Zhu has been working in the lottery
industry of China. He has long been engaged in the research and
development of the lottery market, and is responsible for the sales
and marketing of the Welfare Computer Ticket Games project of
more than ten provinces in China. He has extensive experience and
has outstanding achievements in anticipating the development trend
of the lottery industry, capturing marketing opportunities and market
operation.

LI Xue Jun, aged 42, is the deputy general manager of Shenzhen
Sinodata Technology Co Ltd, and is in charge of technical matters.
He graduated from Chongging University in the department of
photoelectric equipment and mechanical engineering with a master
degree in Engineering. Mr Li has been responsible for the planning
and development of the lottery issue and management system. He
has completed the implementation of the technological solutions and
engineering tasks of the Welfare Computer Ticket Games issue and
management system in 17 provinces in China, with which he was
awarded the prize of "Excellent New Product” of the Guangdong
Province and a number of national patents. With extensive experience
in the planning of total lottery solutions and the development and
implementation of relevant products, he has exceptional insights
into and practical experience of the application of relevant lottery
technologies and their development prospects.
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Management for Lottery Business (continued)

JIANG Libin, aged 42, is the general manager of Guangzhou
Latech Technology Co Ltd (“Guangzhou Latech”). Mr lJiang joined
Guangzhou Latech in 2000 and has extensive experience in
mechanical and electronic engineering research and related business
operations. He graduated from the faculty of power control in
Beihang University.

QIAO Jin, aged 46, is the general manager of Shenzhen Kingsail
Software Tech Co Ltd. Mr Qiao graduated from Chongging
University and holds a M.Sc. degree from the Department of
Applied Mathematics and a Ph.D degree from the College of
Optoelectronic Engineering. He has over 10 years of experience in
the field of information technology and engineering, specializing in
comprehensive information system application.

TSANG Lung Fai, aged 51, the Chief Executive Officer of Beijing
Xinan Sino-lottery Technology Co Ltd and is responsible for the overall
management of the printing of lottery tickets. Mr Tsang holds a
master’'s degree in Business Administration from Massey University
in New Zealand. He has worked in C & C Security Printing Company
Limited for around 20 years and was experienced in security printing.
He was formerly the general manager of Hong Kong and Dongguan
plants of RR Donnelley, an international printing firm.

ZHONG Wu, aged 51, is the Chief Operating Officer of Beijing Xinan
Sino-lottery Technology Co Ltd and is responsible for the overall
operation of the printing of lottery tickets. Mr Zhong graduated from
Beihang University — School of Economics and Management, with a
master’s degree in business administration. He has over 10 years of
experience in product development and logistic management and
business planning.

TUNG Wai Ching, aged 50, is the general manager of Beijing
Lohowin Marketing Co Ltd and is responsible for the overall
management of the sales of lottery tickets. Mr Tung holds a
master’s degree in Business Administration from the The Hong Kong
Polytechnic University. He has over 10 years of experience in sales &
marketing and management and has thorough understanding to the
Chinese market.
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Corporate Governance Report
TRERKE

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintain a high standard of corporate
governance practices as set out in the Corporate Governance Code
(the "CG Code") in Appendix 14 of the Rules Governing the Listing of
Securities of The Stock Exchange of Hong Kong Limited (the “Listing
Rules”).

The corporate governance principles of the Company emphasize
a quality board of directors, sound internal control, principles and
transparency and accountability to all shareholders of the Company.
The Company has complied with the code provisions (the “Code
Provision(s)”) under the CG Code throughout the accounting period
covered by this report except in certain circumstances which are
provided and discussed in the latter part of this report.

BOARD OF DIRECTORS

The directors of the Company (the “Directors”) are collectively
responsible for the oversight of the management of business and
affairs of the Group of the best interest of the shareholders of the
Company.

The board of Directors (the “Board”) currently comprises a total of
five Directors, with two Executive Directors namely Mr Chan How
Chung, Victor and Mr Boo Chun Lon and three Independent Non-
executive Directors namely Mr Yuen Wai Ho, Mr Chow Siu Ngor and
Mr Lee Ka Lun. A list containing the names of the Directors and their
roles and functions is published on the websites of the Company and
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The biographical details of the Directors are set out on pages 28 to
29. To the best knowledge of the Company, there is no financial,
business, family or other material or relevant relationships between
members of the Board.

Throughout the year under review, the Board at all times met the
requirements under Rules 3.10(1), 3.10(2) and 3.10A of the Listing
Rules respectively relating to the appointment of at least three
Independent Non-executive Directors with at least one of them
possessing appropriate professional qualifications or accounting or
related financial management expertise and the Independent Non-
executive Directors represent at least one-third of the Board.

All Independent Non-executive Directors are financially independent
from the Group. The Company confirmed with all Independent Non-
executive Directors as to their independence with reference to the
factors as set out in Rule 3.13 of the Listing Rules.
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Corporate Governance Report (continued)

The Board is collectively responsible for formulating of the Group's
overall strategy, reviewing and monitoring the business performance
of the Group, preparing and approving financial statements,
recommending the Directors’ appointment or re-appointment,
considering and approving material contracts and transactions (in
particular those may involve conflict of interests) as well as other
significant policy and financial matters. The Board also gives clear
directions as to the powers delegated to the management for the
day-to-day operation, management and administration functions of
the Group. Approval has to be obtained from the Board prior to any
significant transactions entered into by the management and the

Board has the full support of them to discharge its responsibilities.

There were four Board meetings and two general meetings held for
the year ended 31 December 2014. The following was an attendance
record of the Board meetings and general meetings during the year:
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Number of Number of

Board general

meetings meetings
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HE BT HE BT

Name of Directors EEME EESEEAY BERERE

Executive Directors HITESE

Chan How Chung, Victor PR 2= B2 4/4 2/2

Boo Chun Lon Al B2 4/4 2/2
Independent Non-executive Directors BUFHTEE

Yuen Wai Ho e 4/4 2/2

Chow Siu Ngor FNE 4/4 2/2

Lee Ka Lun TR 4/4 2/2

The Directors have disclosed to the Company the number and nature
of offices held in other public companies or organization and other
significant commitments in a timely manner and will provide updates

to the Company on any subsequent changes.

All Directors have been provided with monthly updates by the Group’s
management, giving a balanced and understandable assessment
of the Group’s performance, position, recent developments and
prospects in sufficient detail to keep them abreast of the Group's
affairs and facilitate them to discharge their duties under the relevant
requirements of the Listing Rules.
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Corporate Governance Report (continued)

FANE - SN /N

TEERBRRE (&)

CHAIRMAN AND CHIEF EXECUTIVE

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

The Company does not at present have a Chairman nor a Chief
Executive. Nevertheless, the main duties and responsibilities of
a Chairman and a Chief Executive are currently held by separate
individuals with written guidelines for the division of responsibilities
with a view to maintain an effective segregation of duties between
the management of the Board and the day-to-day management of the
Group’s business and operations.

The Company will continue to review the effectiveness of the Group's
corporate governance structure and consider the appointment of
a Chairman of the Board and a Chief Executive if candidates with
suitable leadership, knowledge, skills and experience can be identified
within or outside the Group.

NON-EXECUTIVE DIRECTORS

Code Provision A.4.1 requires that non-executive directors should be
appointed for a specific term, subject to re-election. Currently, the
Independent Non-executive Directors are not appointed for a specific
term, but are subject to retirement by rotation at the Company’s
annual general meeting as specified in the Company’s bye-laws.

BOARD COMMITTEES
The Board has established relevant board committees to assist in
discharging its responsibilities.

Nomination Committee

The Nomination Committee was established on 29 March 2012.
It currently consists of three Independent Non-executive Directors
namely Mr Lee Ka Lun (as Chairman), Mr Yuen Wai Ho and Mr Chow
Siu Ngor and one Executive Director namely Mr Chan How Chung,
Victor.
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Corporate Governance Report (continued)

The Nomination Committee is mainly responsible for reviewing
the structure, size and composition of the Board, making
recommendations to the Board on the selection of candidates
for directorship, appointment or re-appointment and succession
of Directors, and assessing the independence of Independent
Non-executive Directors. Details of the duties and powers of the
Nomination Committee are set out in its written terms of reference
which are available on the websites of the Company and the Stock
Exchange.

The Company has adopted a board diversity policy since August
2013 which sets out the approach to achieve diversity in the Board.
The Company recognizes and embraces the benefits of having a
diverse Board, and sees board diversity is an essential element in
achieving a sustainable and balanced development. In reviewing
Board composition, the Nomination Committee will consider balance
of a number of factors, including but not limited to age, cultural and
educational background, professional experience, skills, knowledge
and length of service. All Board appointments will be based on merit,
having due regard to the overall effective function of the Board as a
whole.

There was one Nomination Committee meeting held for the year
ended 31 December 2014. The following was an attendance record of

the Nomination Committee meeting held during the year:
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During the year under review, work performed by the Nomination
Committee included (i) determining the policy for the nomination
of directors with reference to the structure, size and composition
(including the skills, knowledge and experience) of the Board; (ii)
reviewing the annual confirmation of independence submitted
by the Independent Non-executive Directors and assessed their
independence; and (iii) reviewing the board diversity policy of the
Company. Nomination procedures and the process and criteria will be
determined by the Nomination Committee should there be the need

to select and recommend candidates for directorship.
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Corporate Governance Report (continued)
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TEERBRRE (&)

Remuneration Committee

The Remuneration Committee was established on 23 September
2005. It currently consists of three Independent Non-executive
Directors namely Mr Chow Siu Ngor (as Chairman), Mr Yuen Wai Ho
and Mr Lee Ka Lun.

The Remuneration Committee is mainly responsible for reviewing
the management’'s remuneration proposals, and making
recommendations to the Board on remuneration policy of the
Company and remuneration packages of Directors and senior
management. Details of the duties and powers of the Remuneration
Committee are set out in its written terms of reference which are

available on the websites of the Company and the Stock Exchange.

There was one Remuneration Committee meeting held for the year
ended 31 December 2014. The following was an attendance record of
the Remuneration Committee meeting held during the year:
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The Remuneration Committee has adopted the model that it will
review the proposals made by the management on the remuneration
of individual Executive Directors and senior management, and make
recommendations to the Board. The Board will have final authority
to approve the recommendations made by the Remuneration
Committee.

During the year under review, work performed by the Remuneration
Committee included (i) assessing performance of Executive Directors
and senior management and, where applicable, approving their
terms of services including the directors’ fees and the emoluments
of Executive Directors; and (ii) reviewing and determining on policy
and structure of the remuneration package of Directors and senior

management.
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Corporate Governance Report (continued)

The remuneration packages of the Board for the year ended 31
December 2014 had been reviewed by the Remuneration Committee
and approved by the Board by taking into consideration factors
such as salaries paid by comparable companies, time commitment,
responsibility, market conditions elsewhere in the Group and
desirability of performance-based remuneration. Details of the
remuneration of each of the Directors for the year under review are
set out in note 10 to the financial statements.

Pursuant to Code Provision B.1.5 of the CG Code, details of the
annual remuneration of the members of the senior management by

band for the year ended 31 December 2014 is as follows:

TRERBREE (&)

BE_T-NF+-_A=+—BILFEZEESHH
FBCHFHEESFL R ITREZSHE E
TEZEZEERZ NMBEBEARMETZHES K
ZEAN BE AKBEEMIEZTSHRRRIER
BAHH et Al - 2ETREBFRE ZFMFEHR
REF SRR FE10

RBERE TR ZFRMGRNBASE SREEAERE
ECENE+-A=+-HALFEZFHFERFE
LA

Number of
employees

BEAHK

HK$1,000,001 to HK$1,500,000
HK$1,500,001 to HK$2,000,000
HK$2,000,001 to HK$2,500,000

Audit Committee

The Audit Committee was established on 28 September 2000. It
currently consists of three Independent Non-executive Directors
namely Mr Yuen Wai Ho (as Chairman), Mr Chow Siu Ngor and Mr
Lee Ka Lun. The committee members possess appropriate professional
qualifications, business or accounting and related financial
management expertise and experience to provide relevant advice and

recommendations to the Company.

The Audit Committee is mainly responsible for reviewing and
monitoring the financial reporting and internal control principles of
the Company, and assist the Board to fulfill its responsibility over the
audit. Details of the duties and powers of the Audit Committee are
set out in its written terms of reference which are available on the
websites of the Company and the Stock Exchange.

1,000,001 7L £ 1,500,000/ 7T 1
1,500,001/ 7L £2,000,000/% 7T 1
2,000,001/ 7L £2,500,000/% 7T 1
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Corporate Governance Report (continued)
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TEERBRRE (&)

The Audit Committee is also responsible for performing the corporate
governance duties which include: (i) to develop and review the
Company's policies and practices on corporate governance; (ii)
to review and monitor the training and continuous professional
development of Directors and senior management; (iii) to review
and monitor the Company's policies and practices on compliance
with legal and regulatory requirements; (iv) to develop, review and
monitor the code of conduct and compliance (if any) applicable to the
Directors and employees; and (v) to review the Company’s compliance
with the CG Code and disclosure in the Corporate Governance

ERZBEENBARTOEBARE B (VB
R ARRZEEBEABERER: ()*ﬁﬁ&ﬁﬂ
EXELEREBABZBIRBEREER (iR
Eﬂ‘&%%‘?$/&TL?%E&E*A*EETJEZE&%&%“
o (v)HIE LA.J&E*%X ﬁﬁﬁﬁ%%&%;ﬁZﬁé?&
/—\%E?E'J(ﬁﬂﬁ)' WigH ARFETEETE Z
ﬂLA&Fi%Mé}i&iWZ%&EW

Report.
There were three Audit Committee meetings held for the year ended HE_T—NF+_A=1T—HLFE EFZZE"
31 December 2014, two of which were held with the external auditor. BOZReEH EPMABAINEZEEMBIT-UT
The following was an attendance record of the Audit Committee ABRFANRTZERZEE SR N E L
meetings held during the year:
Number of
meetings
attended/held
HE R
Audit Committee Members EREEERE BERH
Yuen Wai Ho Prie = 313
Chow Siu Ngor HNE 3/3
Lee Ka Lun TR 3/3

The Audit Committee reviewed the independence and objectivity of
the external auditor, the scope of audit services and related audit fees
payable to the external auditor for the Board’s approval. The Audit
Committee met and discussed with the external auditor on their audit
strategy and assessment of the sufficiency of the internal control of
the Group.

During the year under review, work performed by the Audit
Committee included (i) reviewing the audited annual results and the
unaudited interim results of the Group; (ii) reviewing the compliance
and internal audit reports and the compliance and corporate
governance issues of the Group; and (iii) discussing with external
auditor the audit planning work (including the nature and scope of
the audit and reporting obligations) in respect of the audit of the
annual results of the Group.
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Corporate Governance Report (continued)

There was no disagreement between the Board and the Audit
Committee on the selection and appointment of the external auditor
during the year under review.

AUDITOR’S REMUNERATION

During the year, the remuneration payable to the Company’s external
auditor, Messrs. Ting Ho Kwan & Chan, Certified Public Accountants
(Practising), represents the provision of audit fees for statutory audit
and other non-statutory audit services amounting to approximately
HK$2,919,000 and HK$889,000 respectively.

RETIREMENT AND APPOINTMENT OF AUDITOR

The consolidated financial statements of the Company for the year
ended 31 December 2014 were audited by Messrs. Ting Ho Kwan &
Chan ("THKC") whose term of office will expire upon the forthcoming
annual general meeting of the Company. THKC will retire as auditor
of the Company with effect from the conclusion of the forthcoming
annual general meeting and will not offer itself for re-appointment.
THKC has confirmed that there are no matters in connection with
its retirement that need to be brought to the attention of the
shareholders of the Company. Due to the internal corporate structure
reorganization of THKC, part of its practice has been reorganized
under Ting Ho Kwan & Chan CPA Limited (“THKC CPA Ltd"). THKC
CPA Ltd was incorporated in 1998 and registered as corporate
practice in 2013 with the partners of THKC being the directors of
THKC CPA Ltd. The management of THKC CPA Ltd is also the same as
THKC. It is in the best interests of the Company and its shareholders
as a whole if the auditor shall continue to serve the Company under
the capacity of THKC CPA Ltd.

The Audit Committee has recommended to the Board that THKC CPA
Ltd be nominated for appointment as the auditor of the Company
to fill the vacancy arising from the retirement of THKC at the
forthcoming annual general meeting.

DIRECTORS’ AND AUDITOR’S RESPONSIBILITIES FOR
FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities to prepare financial
statements for each financial year which 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 2014, the Directors have adopted
suitable accounting policies which are pertinent to its operations and
relevant to the financial statements, made judgments and estimates
that are prudent and reasonable, and have prepared the financial
statements on the going concern basis.
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The responsibilities of the Directors for the financial statements and
those for the auditor to the shareholders of the Company are set out
on page 57.

INTERNAL CONTROL

To protect its assets and to ensure the accuracy and reliability of the
financial information that the Company employs in its business or
releases to the public, the Company conducts regular reviews of the
effectiveness of the Group's internal controls. The scope of these
reviews includes, among others, finance, operations, regulation
compliance and risk management.

DIRECTORS' SECURITIES TRANSACTIONS

During the year ended 31 December 2014, the Company has adopted
the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code"”) as set out in Appendix 10 of the Listing
Rules as the code for dealing in securities of the Company by the
Directors. Having made specific enquiry, all the Directors confirmed
that they have complied with the required standard set out in the
Model Code throughout the year.

DIRECTORS’ CONTINUOUS PROFESSIONAL DEVELOPMENT
Every newly appointed Director will be given a comprehensive, formal
and tailored induction on his/her first appointment so as to ensure
that he/she has appropriate understanding of the business and
operations of the Group and of his/her duties, responsibilities and
obligations under the Listing Rules and the relevant statutory and
regulatory requirements.

There are also arrangements in place for providing continuing briefing

and professional development to Directors whenever necessary.

The Directors are continuously updated on latest developments
regarding the Listing Rules and other applicable regulatory
requirements to ensure compliance of the same by them.

The Directors are committed to comply with Code Provision A.6.5
of the CG Code on directors’ training to develop and refresh their
knowledge and skills so as to ensure that their contribution to the
Board will be informed and relevant.
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Corporate Governance Report (continued)

According to the records provided by the Directors to the Company
pursuant to the CG Code, all Directors have participated in
appropriate continuous professional development activities during the
year under review. The individual training record of each Director for
the year ended 31 December 2014 is summarized below:

Directors’ duties and responsibilities/
Corporate Governance/
Updates on Laws, Rules and Regulations

TRERBRKEE (&)

REEERREETARNARBRM2LE 28BS
EROBEFENASEQEREERERTY HE
TE-OEF A=+ HLEFEREZEZEAE
SR

Business related/Accounting/
Financial/Management or
other professional skills

ESRHERBY LEER ES VS50 )
EE RARBOETER EEGHME R
Attending Attending
Reading seminars/ In-house Reading seminars/
materials conferences briefings materials conferences
HEHHE/ HERHE
e DR LS Rk kR E R LS
Executive Directors HITEE
Chan How Chung, Victor BREE v v v v v
Boo Chun Lon Wik e v % v
Independent Non-executive Directors BUFHTEE
Yuen Wai Ho R EE v v v v v
Chow Siu Ngor BNE v v v v v
Lee Ka Lun Xy v v v v v
DIRECTORS' LIABILITIES INSURANCE EEHEERE

During the year under review, the Company has arranged appropriate
insurance cover for Directors’ liabilities in respect of potential legal
actions against the Directors arising out of corporate activities of
the Group pursuant to Code Provision A.1.8 of the CG Code. Such

directors’ liability insurance will be reviewed and renewed annually.

Throughout the year ended 31 December 2014, no claim has been
made against the Directors.

COMPANY SECRETARY
The Company Secretary of the Company is Ms Ng Yuen Yee, who was
appointed by the Board on 27 April 2006.

During the year, Ms Ng has undertaken sufficient hours of relevant
professional training in compliance with Rule 3.29 of the Listing
Rules.
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SHAREHOLDERS' RIGHTS

Procedures for Shareholders to convene a special general
meeting

Pursuant to Section 74(1) of the Bermuda Companies Act and the
bye-law 62 of the Bye-laws of the Company, the shareholder(s) of the
Company holding at the date of the deposit of the requisition not less
than one-tenth of the paid-up capital of the Company with the right
of voting at general meetings of the Company may request the Board

to convene a special general meeting.

The requisition must state the purposes of the meeting, and must be
signed by the requisitionists and deposited at the registered office
of the Company at Canon's Court, 22 Victoria Street, Hamilton HM
12, Bermuda for the attention of the Company Secretary and may
consist of several documents in like form each signed by one or more
requisitionists.

If the Directors do not within twenty one days from the date of the
deposit of the requisition proceed duly to convene a meeting, the
requisitionists, or any of them representing more than one half of the
total voting rights of all of them, may themselves convene a meeting,
but any meeting so convened shall not be held after the expiration of
three months from the said date.

Procedures for directing Shareholders’ enquiries to the Board
Shareholders should direct their enquiries about their shareholdings
to the Company’s branch share registrar and transfer office in Hong
Kong, Tricor Standard Limited at Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong.

Other shareholders’ enquiries can be directed in writing with contact
details (including name, address, telephone number and email
address) to the principal office of the Company at Suite 2601, 26/F,
Sino Plaza, 255-257 Gloucester Road, Causeway Bay, Hong Kong for
the attention of the Company Secretary.

Shareholders may also make enquiries with the Board at the general
meetings of the Company.
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Corporate Governance Report (continued)

Procedures for putting forward proposals at a general meeting
Shareholders are welcomed to suggest proposals relating to the
operations, strategy and/or management of the Group to be discussed
at general meetings. Proposals shall be directed in writing with
contact details (including name, address, telephone number and email
address) to the principal office of the Company at Suite 2601, 26/F,,
Sino Plaza, 255-257 Gloucester Road, Causeway Bay, Hong Kong for
the attention of the Company Secretary.

The procedures for proposing a person for election as a Director are
available on the websites of the Company.

The Board may, in its sole discretion, consider if such proposals are
appropriate and shall be put forward to the Shareholders for approval
at the next general meeting to be convened by the Board.

COMMUNICATION WITH SHAREHOLDERS AND INVESTOR
RELATIONS

The Company communicates with its shareholders and investors
through various channels including publication of interim and annual
reports, announcements, circulars, press releases and other corporate
communications and publications available on the websites of the
Stock Exchange and the Company.

The general meetings of the Company provide an opportunity for
direct communication between the Board and the Shareholders. The
Company encourages their participation through general meetings
where the Shareholders meet and exchange views with the Board,
and to exercise their right to vote at meetings.

To promote the communication between the Company and
its shareholders, the Company has established a shareholders’
communication policy which shall be reviewed on a regular basis to
ensure its effectiveness and compliance with the prevailing regulatory
and other requirements.

An up-to-date consolidated version of the Memorandum of
Association and Bye-laws of the Company is published on the
websites of the Company and the Stock Exchange. There have been
no changes to such constitutional documents during the year under
review.
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Directors’ Report

EEEHE

The Directors submit herewith their report together with the audited
financial statements of the Group for the year ended 31 December
2014.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Its
subsidiaries and joint ventures are principally engaged in lottery
system and games development business and distribution and
marketing of lottery products in China.

JOINT VENTURES AND SUBSIDIARIES
Particulars of the Company’s joint ventures and principal subsidiaries

are set out in notes 20 and 21 to the financial statements respectively.

RESULTS
The results of the Group for the year ended 31 December 2014 and
the state of the Group's affairs as at that date are set out in the

financial statements on pages 59 to 199.

FINAL DIVIDEND

The Board declared an interim dividend of 2.30 HK cents per share
in respect of the year ended 31 December 2014 which were paid
on 10 December 2014. The Directors recommended, subject to the
approval of the shareholders of the Company at the forthcoming
annual general meeting (the “2015 AGM"), the payment of a final
dividend of 0.80 HK cent per share in respect of the year ended 31
December 2014. The final dividend will be payable in scrip form with
a cash alternative (the “Scrip Dividend Scheme”) to shareholders
whose names appear on the register of members of the Company at
the close of business on Friday, 19 June 2015. A circular giving full
details of the Scrip Dividend Scheme, where available, together with
an election form will be sent to shareholders as soon as practicable.
The Scrip Dividend Scheme is conditional upon the Listing Committee
of the Stock Exchange granting the listing of and permission to deal
in the new shares of the Company to be issued pursuant to the
Scrip Dividend Scheme. Share certificates for the scrip shares and/
or dividend warrants are expected to be sent to shareholders on or
around Friday, 31 July 2015.
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CLOSURE OF REGISTER OF MEMBERS

For determining the entitlement to attend and vote at the 2015 AGM
to be held on Thursday, 11 June 2015, the register of members of the
Company will be closed from Wednesday, 10 June 2015 to Thursday,
11 June 2015, both days inclusive, during which period no transfer of
shares will be registered. In order to be entitled to attend and vote at
the 2015 AGM, all transfer documents accompanied by the relevant
share certificates must be lodged with the Company’s branch share
registrar and transfer office in Hong Kong, Tricor Standard Limited, at
Level 22, Hopewell Centre, 183 Queen's Road East, Hong Kong for
registration no later than 4:30 p.m. on Tuesday, 9 June 2015.

For determining the entitlement to the proposed final dividend, the
register of members of the Company will be closed from Thursday, 18
June 2015 to Friday, 19 June 2015, both days inclusive, during which
period no transfer of shares will be registered. In order to qualify for
the proposed final dividend, all transfer documents accompanied by
the relevant share certificates must be lodged with the Company's
branch share registrar and transfer office in Hong Kong, Tricor
Standard Limited, at Level 22, Hopewell Centre, 183 Queen’s
Road East, Hong Kong for registration no later than 4:30 p.m. on
Wednesday, 17 June 2015.

SHARE CAPITAL
Details of the movements in share capital of the Company during the
year are set out in note 31 to the financial statements.

RESERVES
Details of movements in the reserves of the Group and the Company
during the year are set out in note 33 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2014, the Group made
approximately 28% of its entire sales to five largest customers
and sales to the largest customer included therein amounted to
approximately 7%. Purchases from the Group's five largest suppliers
accounted for approximately 17% of the total purchases for the year
and purchases from the largest supplier included therein amounted to
approximately 4%.

None of the Directors, or any of their respective associates or any
other shareholders, which, to the best knowledge of the Directors,
owns more than 5% of the Company's issued share capital, had
any beneficial interest in the Group's five largest customers and five
largest suppliers during the year.

Directors’ Report (continued)
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Directors’ Report (continued)
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PROPERTY, PLANT AND EQUIPMENT
Details of movements in property, plant and equipment during the
year are set out in note 16 to the financial statements.

DIRECTORS
The Directors during the financial year and up to the date of this

report were:

Executive Directors
Chan How Chung, Victor
Boo Chun Lon

Independent Non-executive Directors
Yuen Wai Ho

Chow Siu Ngor

Lee Ka Lun

In accordance with bye-law 99 of the Bye-laws of the Company, Mr
Boo Chun Lon and Mr Yuen Wai Ho shall respectively retire and are
eligible for re-election at the forthcoming annual general meeting. Mr
Boo and Mr Yuen offer themselves for re-election at the forthcoming

annual general meeting.

DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election and re-appointment at the
forthcoming annual general meeting has an unexpired service
contract, which is not determinable by the Company or any of its
subsidiaries within one year without payment of compensation, other
than normal statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS
Details of the Directors’ interests in contracts are set out in note 48 to
the financial statements.

Save as disclosed above, no other contracts of significance to which
the Company, its holding companies, its fellow subsidiaries or any
of its subsidiaries was a party and in which a Director had a material
interest, subsisted at the end of the year or at any time during the
year.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVES

As at 31 December 2014, the interests or short positions of the
Directors and chief executives and their associates in the shares of
the Company as recorded in the register maintained by the Company
pursuant to Section 352 of the Securities and Futures Ordinance
(the "SFO") or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to
the Model Code were as follows:

Long position in the ordinary shares of HK$0.01 each (“Shares”)
and underlying Shares in the Company

Directors’ Report (continued)
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EERBETRAEZER
R-ZZF-MEF-_A=+—"H EZRKERITERAER
NRWEZBBEARARBR ZBEOTREREESF R
HEGRD (TFFRBEBED]) E352E AL HAER
RAFEZAMEZ#ERRAR  HBEBEFELETRIA
HERRARBEEMARIMERAE ([BRAM])
ZREEIORBIT

RAEQDBREEC.OIBITERAR ([KRH]) REBER
BZER

Number of
Number of underlying Percentage of
Name of Director Nature of interest Shares held Shares held Total issued share capital
Fifs
Espg EEME RO & E HEROHE @t HERTREARIL
Chan How Chung, Victor  Interests of controlled 1,494,941,855 215,827,338 1,710,769,193 17.18%
REHE corporation (Note A) (Note B)
REFID RS (HritA) (WiitB)
Notes: Brat -

A. Among these Shares, 1,187,640,997 Shares are held by Keen Start
Limited and 307,300,858 Shares are held by Kingly Profits Corporation.
Both Keen Start Limited and Kingly Profits Corporation are indirectly
wholly owned by Mr Chan How Chung, Victor.

B. Kingly Profits Corporation is deemed to be interested in 215,827,338
underlying Shares to be derived from the convertible bonds in the
aggregate principal amount of HK$300,000,000 issued by the Company
on 8 July 2014 at the applicable conversion price of HK$1.3900 per
share.

Save as disclosed above, as at 31 December 2014, none of the
Directors or chief executives, nor their associates, had any interests or
short positions in the shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning
of Part XV of the SFO) as recorded in the register required to be
kept under Section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.

A. RZEMRMDE - 1,187,640,997 8 % 15 HKeen Start
Limited#¥ & % 307,300,858/% % 15 HEKingly Profits
Corporation#¥ A  Keen Start Limited &2Kingly Profits
Corporation¥ IR Z L A EE EHER ©

B.  Kingly Profits Corporation18 & #215,827,338% #f
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F4+ A N\B#ITZAE A £300,000,0000 T2 A #
B fE % (1R ERR1.39008 T2 i@ AEHRERE) -
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SHARE OPTIONS

On 28 June 2012, the Company adopted a share option scheme (the
“2012 Scheme”) which, unless otherwise terminated, will remain valid
and effective for a period of 10 years from 28 June 2012.

The purpose of the 2012 Scheme is to enable the Company to grant
options to eligible participants as incentives and/or rewards for their
contribution to, and continuing efforts to promote the interests of,
the Group.

According to the 2012 Scheme, the Board may grant options to the
eligible participants as defined in the 2012 Scheme to subscribe for
such number of shares as the Board may determine. Options granted
should be accepted within 30 days from the date of the letter of
grant. Upon acceptance of the options, the grantee shall pay HK$1.00
to the Company by way of consideration for the grant. Subject to the
terms of the 2012 Scheme and all applicable laws, the Board has the
power to determine the period within which payments or calls must
or may be made.

The exercise price of options shall be determined by the Board, which
shall be at least the highest of (i) the closing price of the shares as
stated in the daily quotations sheet of the Stock Exchange on the date
of the grant, which must be a business day; (i) the average closing
price of the shares as stated in the daily quotations sheets of the
Stock Exchange for the five business days immediately preceding the
date of the grant; and (iii) the nominal value of a share.

The maximum number of shares which may be issued upon the
exercise of all options to be granted under the 2012 Scheme and any
other share option scheme(s) of the Company must not exceed 10%
of the issued share capital of the Company on the date of approval
and adoption of the 2012 Scheme provided that the Company may
at any time seek approval from its shareholders to refresh the limit
to 10% of the shares in issue as at the date of approval by the
shareholders in general meeting where such limit is refreshed. Options
previously granted under any share option schemes of the Company
(including those outstanding, cancelled, lapsed in accordance with
such schemes or exercised options) will not be counted for the
purpose of calculating the limit as refreshed.
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The total number of shares issued and which may fall to be issued
upon exercise of the options granted under the 2012 Scheme and any
other share option scheme(s) of the Company (including exercised,
cancelled and outstanding options) to each eligible participant
in any 12-month period up to and including the date of grant
shall not exceed 1% of the shares in issue as at the date of grant
unless such grant has been duly approved by ordinary resolution
of the shareholders of the Company in general meeting at which
the relevant eligible participant and his associates abstained from
voting. Options granted to substantial shareholders or independent
non-executive directors or any of their respective associates in
any 12-month period in excess of 0.1% of the Company's issued
share capital on the date of grant or with a value in excess of
HK$5,000,000 must be approved in advance by the Company's
shareholders.

The period during which an option may be exercised will be
determined by the Board at its absolute discretion, save that no
options can be exercised more than 10 years after it has been
granted. There is no general requirement that an option must be held
for any minimum period before it can be exercised. The 2012 Scheme
will expire on 28 June 2022.

During the year ended 31 December 2014, 262,000,000 share
options were granted under the 2012 Scheme. The closing price of
the Shares on 6 January 2014 and 26 June 2014, being the trading
dates immediately before the dates of offer to grant of such options
were HK$1.08 and HK$0.88 respectively.

The fair value of options granted during the year as determined
by using the Black-Scholes Option Pricing Model and the key
assumptions used in the valuation of the options granted were as
follows:
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Share options granted during the year

FASRHBRE

Date of grant g =i

A% {8 78 2K 18
3 b I
TEERRE AR M EARR (IR 5T)
FEEIRR B &

Fair value NAE

Expected volatility of share price
Risk free rate of interest
Expected option life (in year)
Expected dividend yield

The expected volatility is based on the historical volatility of the
Company’s share price over the previous year.

7 January 2014 27 June 2014

—“T-mE-—AtH —E-mEAA-TEA
39.93% 54.40%

0.10% 0.09%

0.16 0.25

2.33% 4.37%

HK$5,411,383/ 7T HK$8,296,381/ 7T

BHEEDREARTDRENBE - F2ELNIERE

7E °
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At 31 December 2014, no Director had any interests in options to
subscribe for shares of the Company.

The movements in the share options granted under the 2012 Scheme
during the year are shown below:

Number of options

RZZE-MEFT_A=1t—"0B BEEZERTREAL
DAty 2z BB R A R R

FARB - Z-——F8RXEZBREZH RN
T

BREZE
Date of
At Granted Exercised Lapsed At offer Exercise
Category of 1 January during during during the 31 December to grant price  Exercisable
participant 2014 the year the year year 2014 options per Share  period
R-Z-OF R-ZZ-EmE RHEBRE
SEATER —-A-H FREM ERITHR EREX tZA=1-H ZEHBE  BROKEE TEH
(HK$)
(B71)
Employees (& & 6,000,000 - (6,000,000)! - - 04/02/2013 0.680  05/02/2013 -
03/02/2015
- 102,000,000  (100,000,000)* - 2,000,000 07/01/2014 1.090 13/01/2014 -
06/01/2016
- 160,000,000 - - 160,000,000 27/06/2014 0.910 15/07/2014 -
26/06/2016
Total 5t 6,000,000 262,000,000  (106,000,000) - 162,000,000
Remarks: P
1 The weighted average closing price of the Shares immediately before the 1 SERBREETEAIS RO ZMEFHKRTES

date on which the options were exercised was HK$1.1283.

2 The weighted average closing price of the Shares immediately before the
date on which the options were exercised was HK$1.0998.

As at the date of this report, the total number of Shares available
for issue upon exercise of the options outstanding under the 2012
Scheme was 122,000,000 Shares (representing 1.22% of the Shares
in issue as at the date of this report).
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ARRANGEMENT TO ACQUIRE SHARES OR DEBENTURES
Save as disclosed above, at no time during the year was the Company,
its holding companies, its fellow subsidiaries or any of its subsidiaries
a party to any arrangements to enable the Directors to acquire
benefits by means of the acquisition of shares in, or debentures of,
the Company or any other body corporate.

DIRECTORS' INTEREST IN COMPETING BUSINESS

Pursuant to Rule 8.10(2) of the Listing Rules, details of the interests
held by the Directors in businesses that are considered to compete or
is likely to compete, either directly or indirectly, with the businesses of
the Group, are disclosed as follows:

Name of company

DAEEH
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WEMAT:

Competing business

BEMER

RPI Finance Limited (“RPI")
WEMBERAR ([HRME])

Mr Chan How Chung, Victor is a director and deemed to be the
substantial shareholder of RPI. The terms and conditions of the
financing loans of RPI are market driven and agreed at arm’s length
between the borrowers and the financier. When making decisions
on the above competing business, the relevant director, in the
performance of his duty as a director of the Company, has acted and
will continue to act in the best commercial interest of the Group.

Money lending

&%
RERBRELERDEUB2EE THRERZ AR ZE
BRFR -BRFB2UBERZGERRIGHATSE
M YHEEETEAFHERE - NEIR] L EF
MREBZARE BEHES (RETRER/AAAE
EZRBBER)EEYHSEERDTAAEERER
EMNR 21T
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS

As at 31 December 2014, the interests or short positions of the
following parties (other than a Director or chief executive of the
Company) in the shares and underlying shares of the Company as
recorded in the register required to be kept by the Company pursuant

to Section 336 of the SFO were as follows:

Long position and short position in the Shares and underlying

Shares in the Company

Name of Shareholder Nature of interest

RRERB,/ % BHEME

Number of
Shares held

FEROEE

FTERRERS

RoB-MET-A=+—B BRARARBES

HRE &M 3361578

ARREZH K

KRBT :

FEZELMATS TWXE(%
BITHA BN RARR BB R AR
Wein oA 2 HEz Bk

REQXAROREBARO ZFRARKA

Number of
underlying
Shares held
Fifs
HERGHE

Total

@5t

Percentage of
issued share capital
RERT
BREBDL

Beneficial owner

EREAA

Keen Start Limited

Citrone Robert Interest of controlled
corporation

REHRARR

Discovery Capital Investment manager
Management, LLC REKE

Capital Research and
Management Company

Investment manager

REgE

Mutual Fund Elite Custodian corporation/
approved lending agent
FAERE/RUBERE

52 Rextot Holdings Limited 2R iz AR AT

1,187,640,997 (L)
(Note A)
(BEEA)

473,998,257 (L)

469,384,337 (L)

677,129,500 (L)

656,607,497 (L)

263,157,895 (L)

260,526,316 (L)

1,187,640,997 (L)

737,156,152 (L)

729,910,653 (L)

677,129,500 (L)

656,607,497 (L)

11.92% (L)

7.40% (L)

7.33% (L)

6.80% (L)

6.59% (L)
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Number of
Number of underlying Percentage of
Name of Shareholder Nature of interest Shares held Shares held Total issued share capital
Fi HERfT
RREE 2 BENE FERAHAE HERAHE @t REB D
Discovery Global Opportunity Beneficial owner 340,318,089 (L) 203,859,649 (L) 544,177,738 (L) 5.46% (L)
Master Fund, Ltd. EEHEAA
Kingly Profits Corporation Beneficial owner 307,300,858 (L) 215,827,338 (L) 523,128,196 (L) 5.25% (L)
ERBEEA (Note B)
(Kis#B)
Standard Life Investments Investment manager 510,134,445 (L) - 510,134,445 (L) 5.12% (L)
(Holdings) Limited RELE
(as parent company)
(EABRE)
Morgan Stanley Interest of controlled 428,567,878 (L) 71,325,000 (L) 499,892,878 (L) 5.02% (L)
corporation 188,289,927 (S) 47,725,000 (5) 236,014,927 (S) 2.37% (S)

F1240 Tz

Remarks: (L) — Long Position, (S) — Short Position

Notes:

A.

Save

These Shares are held by Keen Start Limited as beneficial owner. Keen
Start Limited is wholly owned by Smart Ease Corporation, which in
turn, is wholly owned by Mr Chan How Chung, Victor. The interest
disclosed herein was included in the interest of Mr Chan How Chung,
Victor as disclosed in the section under “Interests of Directors and Chief
Executives” in this report.

These Shares and underlying Shares are held by Kingly Profits Corporation
as beneficial owner. Kingly Profits Corporation is wholly owned by
Smart Ease Corporation, which in turn, is wholly owned by Mr Chan
How Chung, Victor. The interest disclosed herein was included in the
interest of Mr Chan How Chung, Victor as disclosed in the section under
“Interests of Directors and Chief Executives” in this report.

as disclosed above, the register required to be kept under

Section 336 of the SFO shows that as at 31 December 2014, the

Company had not been notified of any other person who had an

interest or short position in the shares and underlying shares of the

Company.

A #ZEB{D HKeen Start LimitedfE B ESHEE AT H -
Keen Start Limited/ Smart Ease Corporation® & 4 -
ifiSmart Ease CorporationfAfR ZIASL A2 A HH -
& [EZRESTHRAB 2 ER ] —8FKRE Rt
BRI ARZREEE 2 ERmAN -

B.  ZEM MBI B Kingly Profits CorporationfE A&
B A A © Kingly Profits CorporationiSmart Ease
Corporation® & A * ifi Smart Ease Corporationf R
BEER2EFRA - BNARE EEREDTRABEZ
W] —ETHE N RBE R ARFR LS
HEZEA

B EXPmBEEN BREEFRAEGRIIFEI36KERT
BExELMABER R_Z2—HF+-A=+—H"
ARRAFAWEENEEAEMALTRARA RN LR
B EAERIORE
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MANAGEMENT CONTRACTS

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

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

During the year ended 31 December 2014, the Company repurchased
a total of 67,950,000 ordinary shares on the Stock Exchange at an
aggregate consideration of HK$53,842,500 pursuant to the general
mandates granted by the shareholders of the Company at the annual
general meetings of the Company held on 11 June 2013 and 11
June 2014 respectively. Details of the repurchases of Shares were as

EEAN
FALET LS FEERARARZEHIERNEARE S
EBEERTRZAH-

BEERWEARQA LTRSS

RBE-Z-NF+-_A=T—HILFE A2FAR
BRARARRAS IR -E—=Z=FA+—HBRZZE
—HEANAT-BETZERBEAGLRHZ —
PRIZHE - A (E53,842,500/8 TR B X P & HiE M
67,950,000/ EimA - BRI DB 27T

follows:
Total number of Aggregate
ordinary shares Repurchase consideration consideration
Month/Year repurchased per Share (expenses excluded)
HBAE
/A FREBEE B RAE ERROBEENAE (TEEMAX)
Highest Lowest
=4 RIE
HKS$ HK$ HK$
BT BT BT
May 2014 20,125,000 0.790 0.780 15,837,500
—ZE-MFEREA
September 2014 47,825,000 0.800 0.780 38,005,000
—E-MFEAR
67,950,000 53,842,500

All the repurchased Shares were cancelled during the year and the
issued share capital of the Company was reduced by the par value
thereof. The above repurchases were effected with a view to benefit
shareholders of the Company as a whole in enhancing the net assets

and earnings per share of the Company.
Save as disclosed above, there was no purchase, sale or redemption

by the Company or any of its subsidiaries of any listed securities of
the Company during the year.
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CONNECTED TRANSACTIONS

Particulars of transactions and balances with related parties of the
Group during the year ended 31 December 2014 are set out in note
48 to the financial statements.

The subscription of convertible bonds by a director, as detailed in note
37(i) to the financial statements, and the transactions contemplated
thereunder constitute a non-exempt connected transaction under
Chapter 14A of the Listing Rules. The Company confirms that it
has complied with the disclosure requirements in accordance with
Chapter 14A of the Listing Rules.

Save as disclosed above, the other transactions with related parties
did not fall under the definition of “connected transaction” or
“continuing connected transaction” in Chapter 14A of the Listing
Rules.

BANK BORROWINGS
Details of bank borrowings of the Group is as at 31 December 2014
are set out in note 36 to the financial statements.

FIVE YEAR FINANCIAL SUMMARY
A summary of the consolidated results and of the assets and liabilities
of the Group for the last five financial years is set out on page 200.

RETIREMENT BENEFITS SCHEME
Particulars of the retirement benefits scheme of the Group are set out
in note 39 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Bye-
laws of the Company or the laws in Bermuda, which would oblige
the Company to offer new shares on a pro-rata basis to existing
shareholders.

CORPORATE GOVERNANCE

The Company is committed to maintain a high standard of corporate
governance practices. Information on the corporate governance
practices adopted by the Company is set out in the Corporate
Governance Report on pages 32 to 43.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, at least 25% of the
Company’s total issued share capital was held by the public as at the
date of this report.
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AUDITOR

The consolidated financial statements of the Company for the year
ended 31 December 2014 were audited by Messrs. Ting Ho Kwan &
Chan whose term of office will expire upon the forthcoming annual
general meeting of the Company. Due to the internal corporate
structure reorganization of Messrs. Ting Ho Kwan & Chan, part
of its practice has been reorganized under Ting Ho Kwan & Chan
CPA Limited. Messrs. Ting Ho Kwan & Chan will retire as auditor of
the Company with effect from the conclusion of the forthcoming
annual general meeting and will not offer itself for re-appointment.
An ordinary resolution will be proposed at the forthcoming annual
general meeting of the Company to appoint Ting Ho Kwan & Chan
CPA Limited as the auditor of the Company to fill the vacancy arising
from the retirement of Messrs. Ting Ho Kwan & Chan.

By order of the Board

Chan How Chung, Victor
Executive Director

Hong Kong, 31 March 2015
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TING HO KWAN & CHAN
CERTIFIED PUBLIC ACCOUNTANTS (PRACTISING)

9th Floor, Tung Ning Building
249-253 Des Voeux Road Central
Hong Kong

TO THE SHAREHOLDERS OF REXLOT HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of REXLot
Holdings Limited (the “Company”) and its subsidiaries (together,
the "Group”) set out on pages 59 to 199, which comprise the
consolidated and the Company balance sheets as at 31 December
2014, and the consolidated income statement, the consolidated
statement of comprehensive income, the consolidated statement of
changes in equity and the 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 financial statements

The directors of the Company (the “Directors”) 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.

Auditor’s 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 Bermuda
Companies Act 1981, 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.

Independent Auditor’s Report
B Y & B RS

BHRPEERARATDERR
(REREZEZMAEZZERRA)

AEEranT (ATER[RM)EXTREBRHNRES
B19R 2 HWFEPHERERAB ([ERAF]) RE
MBAR (REIEEE]) 2EaH KRR EHE
ERZZ-—NF+_A=+—HAZHKEAEERER
Lk BRRZEEABREBEZALFEZHEAR
mR HAEENSER KARSEFRMEARD
MER URETBEARRMERAMHAER -

EERMBBRAREZEE
ERAES([EX)AAEREEESFMOSR
Mz BB BREERNREL CREHEN) 2 HER
ERBEEMAFZGEAMBRER URBEANTE
ERRBFZRNEES AEHFESFBRRTFEH
REFFRER M E B2 ERFHRRAL -

M2 B E
HMzEERRBRMABR A GEUBRRZERZE T
BR-BABRBE-NAN—FARERREFIORER
AEER BTREMEEMAE - RFATIA R
EZAR HEMEMBALTBRHAERE

BMERBEEES A EMZ B BELERET
Bz - FTEAUEREMETEER LRI ZH
TEZ NEERERGMBBREIREIEFRERNE
K B AR R -
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Independent Auditor’s Report (continued)
& ( &

VR BERE (&)

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’'s preparation of
the 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 state of affairs of the Company and of the Group as
at 31 December 2014 and of the Group’s loss and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

TING HO KWAN & CHAN
Certified Public Accountants (Practising)

Hong Kong, 31 March 2015
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Consolidated Income Statement

AWK

For the year ended 31 December 2014

HE-_Z—NF+A=+—HILFE

2014 2013
—E-mF —T—=F
Notes HK$'000 HK$'000
B it FET F&ET
Turnover EER 5 1,687,953 2,165,474
Cost of sales/services rendered SHE IR RIS Z A 24(b) (448,271) (581,777)
Other income EH b A 5 9,485 14,018
Other gains, net Hh Uy &= 5 58 5 19,867 10,967
Selling and distribution expenses & &5 #H & A (64,122) (90,443)
Loss on deconsolidation of BILGRAEANE—HNBARIZEE
a subsidiary 47 (9,397) -
Impairment losses on goodwill EmERAEEIE 18 (748,530) (20,000)
Impairment losses on intangible B EEREEE
assets 19 (121,885) -
Administrative expenses THER (305,685) (401,591)
Operating profit R 19,415 1,096,648
Finance costs MER 8 (173,474) (102,422)
Share of profits of joint ventures ~ & & % EF 20 12,518 6,713
(Loss)/profit before taxation BREiAT (BE) 5 R 9 (141,541) 1,000,939
Taxation IR 2 (30,559) (74,489)
(Loss)/profit for the year FE(FE)BER (172,100) 926,450
Attributable to: LA A Rk :
Equity shareholders of RRA E R R
the Company 14 (103,692) 868,982
Non-controlling interests FEVE AR (68,408) 57,468
(172,100) 926,450
(Loss)/earnings per share for AATEZRRENS (BB) w7
(loss)/profit attributable to 28R (E8) BF
equity shareholders of the
Company 15
- Basic — &R (1.12) centsfl 10.25 centsflll
— Diluted —#s (1.12) centsflls 9.58 centsflll

Details of dividends paid and proposed for the year are disclosed in
note 13 to the financial statements.

The notes on pages 67 to 199 are an integral part of these

consolidated financial statements.

5 -

FABEMNREZZRMNRES ZFBNTBERERIE13

FOTE199BE B AGEMIBHRE —3H °
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Consolidated Statement of Comprehensive Income
HFEEX2EHWSE X

For the year ended 31 December 2014 #HE—Z—NFE+_-_A=+—HIFE

2014 2013
—E-mF —E—=F
Note HK$000 HK$'000
M it FHET FET
(Loss)/profit for the year FE (BB &EF (172,100) 926,450
Other comprehensive Hi2mE (Bx) i
(expense)/income
Items that may be reclassified HEgngsmoHEBacEE
subsequently to profit or loss:
Exchange difference arising BREBIINEBHBRREEZ
from translation of financial &5 ZE%
statements of foreign
operations (39,835) 49,120
Share of other comprehensive AhEELEZEMEE
(expense)/income of joint (FX),/Wzk
ventures 20 (4,022) 5,741
Total other comprehensive Hith2mE (%) B HHE
(expense)/income (43,857) 54,861
Total comprehensive FE2HE (BAX) WEHEE
(expense)/income for the year (215,957) 981,311
Attributable to: AT AT -
Equity shareholders of R A R AR R
the Company (141,972) 914,768
Non-controlling interests SEVE AR (73,985) 66,543
(215,957) 981,311
The notes on pages 67 to 199 are an integral part of these FO7TE199B 2 M A BARGE M IBREK —2H °

consolidated financial statements.
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Consolidated Balance Sheet

At 31 December 2014

ReEEERER

RZE—WF+=ZA=+—H

2014 2013
—E-JNEF —F—=fF
Notes HK$'000 HK$000
i3 FHETT FET
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment N 6 196,259 186,082
Prepaid lease payments on T R AE 2 RO K
land use rights 17 46,317 36,494
Goodwill EES 18 1,531,322 2,272,900
Intangible assets | A E 19 57,803 246,293
Interests in joint ventures RNEELE R 20 384,552 388,450
Available-for-sale financial assets AHEEEMmEE 22 77,182 34,000
Deferred tax assets RERIEE E 23 - 441
Total non-current assets FERBEELE 2,293,435 3,164,660
Current assets REEE
Inventories TE 24 142,656 151,315
Trade receivables FEWE 5 BR K 25 916,772 1,114,582
Utility and other deposits PAEEREMES 26 1,742,347 1,053,516
Prepayments and other receivables  FE& 7K IE & £ b & Uk 38 27 2,125,177 947,155
Financial assets at fair value BREBESEAAEFEZSREE
through profit or loss 28 53,102 18,850
Cash and bank balances He MIR1TES 29 1,293,032 1,146,266
Total current assets MBEELE 6,273,086 4,431,684
Total assets BEEHE 8,566,521 7,596,344
EQUITY ExR
Capital and reserves attributable ZAATEZBRREEERKFE
to equity shareholders
of the Company
Share capital & A< 37 99,600 87,318
Reserves & 5,827,299 5,708,058
Proposed final dividend EEABRE 13 79,680 168,644
6,006,579 5,964,020
Non-controlling interests FERER 133,527 258,652
Total equity EEAE 6,140,106 6,222,672
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Consolidated Balance Sheet (continued)

REEEREBEXR (&)

At 31 December 2014 RZ-ZZE—NF+_-_A=+—H

2014 2013
—E-mF —E=F
Notes HK$'000 HK$000
i3 FHET FET
LIABILITIES a8fE
Non-current liabilities EREBEE
Amount due to a joint venture Rt —f& & dERIE 20 46,195 46,195
Deferred tax liabilities RERIEE R 23 151,269 148,219
Convertible bonds AR ES 37 1,900,452 833,649
Obligations under finance leases MEMREED 38 27,262 44,932
Total non-current liabilities FERBEERE 2,125,178 1,072,995
Current liabilities RENEE
Trade payables EREZER 34 26,871 23,460
Other payables and accruals H h FE 5018 K FE 5T RUE 35 157,897 170,900
Bank borrowings RITEE 36 87,500 70,656
Obligations under finance leases MEMREED 38 16,681 16,036
Current tax liabilities EHHEaE 12,288 19,625
Total current liabilities mE B EARE 301,237 300,677
Total liabilities SEEAH 2,426,415 1,373,672
Total equity and liabilities ERREERAE 8,566,521 7,596,344
Net current assets REBEEZREE 5,971,849 4,131,007
Total assets less current liabilities REEBRBEE 8,265,284 7,295,667
The financial statements were approved and authorised for issue by MEHRERER_E—AF=A=1T—HEES=gZE

the Board on 31 March 2015 and are signed on behalf of the Board
by:

Chan How Chung, Victor

BRER
DIRECTOR
EZ

The notes on pages 67 to 199 are an integral part of these

consolidated financial statements.
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At 31 December 2014

Balance Sheet

EEEEX

RZE—WF+=ZA=+—H

2014 2013
—E—mF —T-=F
Notes HK$000 HK$'000
Bt FET FET
ASSETS BE
Non-current assets kRBEE
Interests in subsidiaries REB ARz #Em 21 5,824,074 4,521,653
Current assets REBEE
Amount due from a subsidiary FE Uz — FE B B A R K18 21 1,500,000 600,000
Prepayments TE R IE 27 25 2
Cash and bank balances e RBITES 29 47,166 49,319
Total current assets REEEHE 1,547,191 649,321
Total assets EEHE 7,371,265 5,170,974
EQUITY ER
Capital and reserves attributable ZAATEZEBRRELGERKRFE
to equity shareholders
of the Company
Share capital & A< 31 99,600 87,318
Reserves i 33 5,266,772 4,064,105
Proposed final dividend BEANERE 13 79,680 168,644
Total equity A 5,446,052 4,320,067
LIABILITIES =R
Non-current liabilities kRBEE
Convertible bonds Al AR E 5 37 1,900,452 833,649
Current liabilities FREEE
Other payables and accruals H i FE {5 5018 K FE 5T RUE 35 24,761 17,258
Total liabilities BERE 1,925,213 850,907
Total equity and liabilities EnRkaEeHE 7,371,265 5,170,974
Net current assets RBEEFE 1,522,430 632,063
Total assets less current liabilities #EERMARE & & 7,346,504 5,153,716

The financial statements were approved and authorised for issue by
the Board on 31 March 2015 and are signed on behalf of the Board

by:

Chan How Chung, Victor

BREHR
DIRECTOR
EZ

The notes on pages 67 to 199 are an integral part of these

consolidated financial statements.

MBBRENR_ZE—HAF=RA=+—HEEFaXHE

REETIE A THEFRRERES:

Boo Chun Lun
N3-S
DIRECTOR
=2

FOTE19B 2B ALAEMBIHRE —35 -
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Consolidated Statement of Changes in Equity

HREREZEH X

For the year ended 31 December 2014 #HZEZZ

—OFt+-A=t—HLFE

Attributable to equlty shareholders of the Company
AR RERREL

Convertible  Share-based Proposed Non-
Share Share bonds  payment Retained final controlling Total
capital ~ premium reserve reserve profits  dividend Total interests equity
) 8B AR BE .

Bx  ReEE BEEE HEERE REEN  KERR Rt FEREE  EREE

HS000 RS 000 HKS000  HKS 000 HS000  HSO00  HKSO0 SO0 kSO0

AT A AT TEn TET TET TET AT AL

Balance at 1 January 2013 84406 2,998,627 212,388 6,751 2,103,342 65,146 5,570,825 27611 5798436

Profit for the year - - - - 868,982 - 868,982 57,468 926,450

Other comprehensive income for the year - - - - - - 45,786 9,075 54,861

Total comprehensive income - - - - 868,982 - 914,768 66,543 981,311

Capital contribution by non-controlling interests 3% = = = = = = = 44,551 44,551

Dividend paid to non-controlling interests - - - - - - - (13,462) (13,462)

Acquisition of additional interests in subsidiaries = o ° o (496,309) - (496,309 (66,591) (562,900

Total changes in ownership interests = = = = (496,309) - (496,309 (35502)  (531,811)

Issue of new shares 2,360 130,694 - - - - 133,054 - 133,054

Recognition of share option benefit at fair value ﬁimﬁ@ BRiERR - - - 9,676 - - 9,676 - 9,676

Repurchase of shares BERR (611) (31,880) - - (611) - (32,491) - (32,491)
Transfer to share premium on exercise of RfERRENERZRNEE

share options ) = 9,958 = (9,958) = = = = S
Lapse of share options BREAN - - - (6,123) 6,123 = = = =
2012 Proposed final dividend paid “I-CERR 1% RERE - - = = (39 (65146) (65185 - (65,185)
Interim dividend (note 13) 1,163 73,504 - - (144,985) - (70,318) - (70,318)
2013 proposed final dividend (note /3) %= uﬁf%ﬁ&ﬁ,% ] - - - - (168,644) 168,644 = = =
Total contributions and distributions HERAREE 2912 182,276 - (6,405) (308,156) 103,498 (25,264) - (25,264)
Total transactions with owners of ARNTREARSEE

the Company 2912 182,276 - (6,405) (804,465) 103,498 (521,573) (35502)  (557,075)
Balance at 31 December 2013 R-E-ZH+-B=1+-AZk#H 87318 3,180,903 212,388 346 2,167,859 168,644 5,964,020 258,652 6,222,672
Balance at 31 December 2013 and “3-=5+-A=1-A

1 January 2014 ZE3-mE-f- EZH:?% 87318 3,180,903 212,388 346 2,167,859 168,644 5,964,020 258,65 6,222,672
Loss for the year FEBE - - - - (103,692) - (10369)  (68408)  (172,100)
Other comprehensive expense for the year EEEBRERR - - - - - - (38,280) (5577) (43,857)
Total comprehensive expense 2ERREE - - - - (103,692) - (14197 (13985 (215957)
Capital contribution by non-controlling interests 312 iz i & ‘ - - - - - - - 3,750 3,750
Acquisition of additional interests in subsidiaries  4UER Y& 2 FJ385ME R (#ei46)

(note 46) - - - - (458,115) - (458,115) (22,985) (481,100)
Deconsolidation of a subsidiary (note 47) A NE-BHBAR (HH47) - - - B B - - (31,905) (31,905)
Total changes n ownership nterests BREERRDLR - = - - (458,115) - sy (10400 (509,255)
Issue of new shares EHRG 1,060 112,020 - - - - 113,080 - 113,080
Recognition of share option benefits at fair value MH@ ABREER - - - 13,708 - - 13,708 - 13,708
Repurchase of shares (680) (53,357) - - (680) - (54,037) - (54,037)
Transfer to share premium on exercise of Iﬂ@;?ﬁ&fﬁﬁgﬁﬂx YR

share options - 5,651 - (5,651) - - - - -
Issue of shares upon conversion of RERTARBEREIR (H137)

convertible bonds (note 37) 10,494 647,768 (94,079) - - - 564,183 - 564,183
Convertible bonds - equity component, - B (MR AKE)

net of transaction costs (note 37) ( ) - - 296,730 - - - 296,730 - 296,730
2013 Proposed final dividend paid (note 13) E&H%ﬁ% g (H13) 583 48,401 - - (5989)  (168,644)  (125,649) - (125,649)
Interim dividend (note 73) 825 60,987 - - (227,181) - (165,369) - (165,369)
2014 proposed final dividend (note 13) E%ﬂﬁ 8 (Hi#13) - - - - (79,680) 79,680 - - -
Total contributions and distributions ARSI REE 12,28 821,470 202,651 8,057 (3135300  (88.964) 642,646 - 642646
Total transactions with owners of ARNTREARSEE

the Company 12,282 821,410 202,651 8,057 - (771,645) (88,964) 184,531 (51,140) 133,391
Balance at 31 December 2014 R-B-ME+-A=+-RAz&H 99,600  4,002,373* 415,039* 8,403* 1,292,522% 79,680 6,006,579 133527 6,140,106
& These reserve accounts comprise the consolidated reserves of * RERBEROE S EERBBERAZEERERN

approximately HK$5,827,299,000 in the consolidated balance sheet. 5,827,299,000;8 7T °
The notes on pages 67 to 199 are an integral part of these FOTE19B 2MABARGEMBREK D

consolidated financial statements.
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Consolidated Statemenf of Cash Flows

= a

B&)

B R

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE
2014 2013
—E—mF —E-=F
Notes HK$000 HK$'000
Kt FET FET
OPERATING ACTIVITIES REFER
(Loss)/profit for the year FE (BB 57 (172,100) 926,450
Adjustments for: FEIEE :
Taxation Bi18 12 30,559 74,489
Interest income B WA 5 (1,480) (3,105)
Interest expense B 8 173,474 102,422
Share of profits of Diha g R ERN
joint ventures 20 (12,518) (6,713)
Share option benefits BERERET 32 13,708 9,676
Impairment loss on goodwill EESDERIEN SR 18 748,530 20,000
Impairment losses on BEEAEREBEEE
intangible assets 19 121,885 -
Allowance for impairment of RIZR R BEEE
bad and doubtful debts 9 - 45
Write-down on inventories 17 & MR 9 4,775 =
Depreciation and amortisation & R 9 81,625 105,813
Loss on disposal of property, HEVME BERIXEZER
plant and equipment 9 109 782
Loss on deconsolidation of BILEGRAANE—HRB AR ZER
a subsidiary 47 9,397 -
Dividend income from listed EmEEZBREKA
investments 5 (259) -
Net gains on disposal of HEBBABRRANEFEZ
financial assets at fair value TEEE W FE
through profit or loss 5 (2,310) -
Fair value gains on financial BRABRIRAAERNEZ
assets at fair value through CMEEZ A AABERS
profit or loss 5 (17,546) (4,750)
Operating cash flows before ARAEEESEHA2RERENE
changes in working capital 977,849 1,225,109
Changes in working capital EEESEE
Purchases of financial assets BERABEREANBEITEZ
at fair value through profit or SREE
loss (48,464) -
Proceeds on disposal of LERBRBEEANEBENEZ
financial assets at fair value S EEEMBGRIE
through profit or loss 34,068 -
Decrease in bank balance WITHEBRR D —BILRP
- segregated accounts 4 -
Decrease/(increase) in inventories TF& R4 (4 2,277 (12,162)
Decrease/(increase) in trade FEWE 5 R J / (3% A0)
receivables 173,045 (115,148)
Increase in utility and N EERE MR 1T
other deposits (688,965) (321,430)
Increase in prepayments and TR R IR R B At & W R IE 3 N
other receivables (1,226,616) (110,926)
Increase/(decrease) in trade ERESEZEM CRd)
payables 3,660 (25,923)
(Decrease)/increase in other H i 8 A FH K B AT E
payables and accruals w38 (15,667) 43,310
Net cash (used in)/generated REXR (A FMBRELFHE
from operations (788,809) 682,830
Interest received 24 F B 1,480 3,105
Interest paid 2 E (81,891) (64,677)
Taxation paid 2T Fi 18 (29,167) (29,976)
Net cash (used in)/generated KESEE (A FEREFE
from operating activities (898,387) 591,282
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Conso|io|ofed Statement of Cash Flows (continued)

HEBRERER (&)

For the year ended 31 December 2014 HEZZT—WNF+_A=+—HIEFE

2014 2013
—E2-mOF —E—=fF
Notes HK$'000 HK$'000
i3 FET FHET
INVESTING ACTIVITIES REFE
Purchases of property, BEWE BERERE
plant and equipment 16 (65,542) (34,298)
Addition of prepaid lease ¥4 ON M 5F R 2 TR AR AV IR
payments on land use rights 17 (11,618) -
Proceeds on disposal of property, HEWE BERZEMEIRE
plant and equipment 2,643 437
Proceeds on disposal of HEBFEEMGRIEA
intangible assets 30,662 -
Net cash outflow on Z?Jti —HRBAREELZ
deconsolidation of a subsidiary tu‘ﬁé*ﬁﬁ 47 (35,933) -
Payment for acquisition of Eﬁ”ﬂlﬁﬁﬁ%ﬁgﬁﬁﬁlﬁ
intangible assets 19 (3,246) (1,807)
Dividend received from BlEERERE
joint venture 20 12,394 =
Dividend received from Bl EmRERS
listed investments ‘ 259 =
Investment refund from AL ESRHEERERR
available-for-sale financial asset 22 - 10,000
Purchase of additional interest in ~ BE —BAHEESRHAEE L
an available-for-sale financial HIME S
asset 22 (5,682) -
Acquisition of a subsidiary, WE—RHNBAR (MKRAEES)
net of cash acquired 45 (6,952) -
Acquisition of additional interests [\ Fff B A 7] JE 4% A% 4 25
from non-controlling equity FA ABEREIMNER
holders of subsidiaries 46 (481,100) (385,000)
Net cash used in investing REZBFMARESFE
activities (564,115) (410,668)
FINANCING ACTIVITIES REEE ‘
Issue of shares, net of BT (DR BEITRCA)
issuing costs 113,080 133,054
Capital contributed by IR R A
non-controlling interests 3,750 44,551
Payment for repurchase of shares gt Bl A% 1 2 1+ 3018 31(a) (54,037) (32,491)
Net proceeds from issue of BITA Hxﬁ%ﬁﬁ BHIAEE
convertible bonds 1,859,266 -
Proceeds from sale and E %M E PR S HIE
leaseback arrangement \ = 65,385
Proceeds from borrowings BB PSR IE 87,500 70,656
Repayment of borrowings EEEE (70,656) (64,103)
Repayment of obligations BEMEHEES
under finance leases (15,509) (21,068)
Dividend paid 2R E 13 (291,018) (148,965)
Net cash generated from METBHREREFERE
financing activities 1,632,376 47,019
NET INCREASE IN CASH AND ReRAEEEYEMEAE
CASH EQUIVALENTS 169,874 227,633
Exchange (loss)/gain on cash and BHERRSEEY 2
cash equivalents N (BR), s (23,104) 21,774
CASH AND CASH EQUIVALENTS R—A—BzREREEZEY
AT 1 JANUARY 1,145,930 896,523
CASH AND CASH EQUIVALENTS R+ =-H=+—HzZRER
AT 31 DECEMBER REeZEY 29 1,292,700 1,145,930

The notes on pages 67 to 199 are an integral part of these

consolidated financial statements.
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Notes to the Financial Statements

N

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

GENERAL INFORMATION

REXLot Holdings Limited (the “Company”) was incorporated
in Bermuda as an exempted company with limited liability. The
principal place of business of the Company is located at Suite
2601, 26/F, Sino Plaza, 255-257 Gloucester Road, Causeway
Bay, Hong Kong.

Pursuant to a group reorganisation scheme to rationalise the
structure of the Company and its subsidiaries (together, the
"Group”) in preparing for the listing of the Company’s shares on
the Stock Exchange, the Company became the holding company
of the Group in Hong Kong on 15 August 2000 and its shares
were listed on the Main Board of the Stock Exchange with effect
from 28 September 2000.

The Group is principally engaged in lottery business comprising
development and production of lottery machines, related
operating software system and networks for lottery industry, the
distribution and marketing of lottery products and development
of paperless electronic lottery platform for lottery business in the
People’s Republic of China (the “PRC").

SIGNIFICANT ACCOUNTING POLICIES

(a) Deconsolidation of a subsidiary
The Directors resolved that the Group does not have
control or significant influence over an indirect non-wholly
owned subsidiary (the “PRC Company"”). Accordingly, the
PRC Company has been deconsolidated and reclassified
as an available-for-sale financial asset in the Group’s
consolidated financial statements for the Group from 1
January 2014.

Critical judgements that the Directors have made in the
process of applying the Group’s accounting policies and
the details of loss on deconsolidation of the PRC Company
are set out in notes 4B and 47 to the financial statements
respectively.

1. —REH
HEPEEBRERAR ([ARA]])ARBERE
MR EREBREERR ARAZEE
&R BN BB S S 4T 8255-2575 18
MEH261E2601% -

RERBEEARANMEMBLAR (B [AE
BDRBUSHEARRRMNERRMEH 2 &
EEAFE AARRZZZTZENA+TRABK
RAEERNETREZZERAR MEARO L -F
EEFNA-TNBRRBRBRAER LM -

AEBTZNERZXRD MEEERERERT
EARANE ([FEDSECHEHRAZTNE
E-VETEHBEFLNGERANBR YREE
mZBEXEMSER URBEREEXRH 2ER

EEFHETFA

2. EEETEE
(a) RIEZREAR—HEHNELH
EErBAEEYEY —MEKEZER
BAR ([ZPBEAR ) EEEHEXEXR
FEH-AN - A-_T—NFE—A—A:
AEBEZHEEMBHRREL LGS AKRZ
MEAR IHETERRS RSN
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SIGNIFICANT ACCOUNTING POLICIES (continued)

T—HRLEFE

(b)

Statement of compliance

These financial statements have been prepared under
all applicable Hong Kong Financial Reporting Standards
("HKFRS"), which collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards (“HKAS”) and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), and in accordance with
accounting principles generally accepted in Hong Kong
and the disclosure requirements of the Hong Kong
Companies Ordinance, which for this financial year and
the comparative period continue to be those of the
predecessor Hong Kong Companies Ordinance (Cap. 32),
in accordance with transitional and saving arrangements
for Part 9 of the new Hong Kong Companies Ordinance
(Cap. 622),
in sections 76 to 87 of Schedule 11 to that Ordinance.
These financial statements also comply with the applicable

“Accounts and Audit”, which are set out

disclosure provisions of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”). A summary of the significant
accounting policies adopted by the Group is set out below.

The preparation of financial statements in conformity
with HKFRS requires management to make judgements,
estimates and assumptions that affect the applicable of
policies and reported amounts of assets, liabilities, income
and expenses. The estimates and associated assumptions
are based on historical experience and various other
factors that are believed to be reasonable under the
circumstances, the results of which form the basis of
making the judgements about carrying values of assets and
liabilities that are not readily apparent from other sources.
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 estimate is revised
if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both
current and futures periods.
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Notes to the Financial Statements (continued)

B 3% R R MY RE ()

For the year ended 31 December 2014 #HZEZ-Z

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b)

(9

Statement of compliance (continued)

Judgements made by management in the application
of HKFRS that have significant effect on the financial
statements and estimates with a significant risk of material
adjustment in the next year are discussed in note 4.

The HKICPA has issued a number of new HKFRSs and
amendments to HKFRSs that are first effective for
the current accounting period of the Group and the
Company. Note 3 provides information on any changes
in accounting policies resulting from initial application of
these developments to the extent that they are relevant
to the Group for the current and prior accounting periods
reflected in these financial statements.

Basis of preparation of the financial statements

The consolidated financial statements for the year ended
31 December 2014 comprise the Company, its subsidiaries
and the Group's interests in joint ventures.

The measurement basis used in the preparation of the
financial statements is the historical cost basis except
that financial assets at fair value through profit or loss
(note 2(f)(i)) are stated at their fair values.

The consolidated financial statements are presented in
Hong Kong dollars (“HK$") while the functional currency
of the Company is Hong Kong dollars and the functional
currency of the Company's principal subsidiaries are
Renminbi (“RMB"). The directors of the Company consider
the presentation currency in HK$ is more useful for its
current and potential investors. All values are rounded to
the nearest thousand except where otherwise indicated.
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70

SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)

Basis of consolidation

()

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The
Group controls an entity when it is exposed, or has
rights, to variable returns from its involvement with
the entity and has the ability to affect those returns
through its power over the entity. When assessing
whether the Group has power, only substantive rights
(held by the Group and other parties) are considered.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that
control commences until the date that control ceases.
Intra-group balances, transactions and cash flows
and any unrealised profits arising from intra-group
transactions are eliminated in full in preparing the
consolidated financial statements. Unrealised losses
resulting from intra-group transactions are eliminated
in the same way as unrealised gains but only to the
extent that there is no evidence of impairment.

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

MEBEHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
(d) Basis of consolidation (continued)

()

Subsidiaries and non-controlling interests
(continued)

Non-controlling interests are presented in the
consolidated balance sheet within equity, separately
from equity attributable to the equity shareholders
of the Company. Non-controlling interests in the
results of the Group are presented on the face of the
consolidated income statement and the consolidated
statement of comprehensive income as an allocation
of the total profit or loss and total comprehensive
income for the year between non-controlling interests
and the equity shareholders of the Company. Loans
from holders of non-controlling interests and other
contractual obligations towards these holders are
presented as financial liabilities in the consolidated
balance sheet in accordance with notes 2(0), 2(p) or
2(q) depending on the nature of the liability.

Changes in the Group's interest in a subsidiary that
do not result in a loss of control are accounted for as
equity transactions, whereby adjustments are made
to the amounts of controlling and non-controlling
interests within consolidated equity to reflect the
change in relative interests, but no adjustments are
made to goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary, it is
accounted for as a disposal of the entire interest in
that subsidiary, with a resulting gain or loss being
recognised in profit or loss. Any interest retained in
that former subsidiary at the date when control is
lost is recognised at fair value and this amount is
regarded as the fair value on initial recognition of a
financial asset (see note 2(f)) or, when appropriate,
the cost on initial recognition of an investment in a
joint venture (see note 2(d)(ii)).

In the Company’s balance sheet, investments in
subsidiaries are stated at cost less impairment
losses, unless the investments are classified as held
for sale (or included in a disposal group that is
classified as held for sale). The results of subsidiaries
are accounted for by the Company on the basis of
dividend received and receivable.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)

Basis of consolidation (continued)
(ii) Joint ventures

A joint venture is an arrangement whereby the Group
or Company and other parties contractually agree to
share control of the arrangement, and have rights to

the net assets of the arrangement.

An investment in a joint venture is accounted for
in the consolidated financial statements under the
equity method, unless it is classified as held for sale
(or included in a disposal group that is classified
as held for sale). Under the equity method, the
investment is initially recorded at cost, adjusted for
any excess of the Group’s share of the acquisition-
date fair values of the investee's identifiable net
assets over the cost of the investment (if any).
Thereafter, the investment is adjusted for the
post acquisition change in the Group’s share of
the investee’s net assets and any impairment loss
relating to the investment (see notes 2(e) and 2(j)).
Any acquisition-date excess over cost, the Group's
share of the post-acquisition, post-tax results of the
investees and any impairment losses for the year are
recognised in the consolidated income statement,
whereas the Group’s share of the post-acquisition
post-tax items of the investees’ other comprehensive
income is recognised in the consolidated statement of
comprehensive income.

When the Group ceases to have joint control over
a joint venture, it is accounted for as a disposal of
the entire interest in that investee, with a resulting
gain or loss being recognised in profit or loss. Any
interest retained in that former investee at the date
when joint control is lost is recognised at fair value
and this amount is regarded as the fair value on initial
recognition of a financial asset (see note 2(7)).
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

(f)

Goodwill
Goodwill represents the excess of:

(i)  the aggregate of the fair value of the consideration
transferred, the amount of any non-controlling
interest in the acquiree and the fair value of the
Group's previously held equity interest in the

acquiree; over

(i) the Group's interest in the net fair value of the
acquiree’s identifiable assets and liabilities measured
as at the acquisition date.

When (ii) is greater than (i), then this excess is recognised
immediately in profit or loss as a gain on a bargain
purchase.

Goodwill is stated at cost less accumulated impairment
losses. Goodwill arising on a business combination is
allocated to each cash-generating unit, or groups of cash-
generating units, that is expected to benefit from the
synergies of the combination and is tested annually for
impairment (note 2(j)).

On disposal of a cash-generating unit during the year, any
attributable amount of the purchased goodwill is included
in the calculation of profit or loss on disposal.

Financial assets

The Group classifies its financial assets in the following
categories: at fair value through profit or loss, loans
and receivables and available-for-sale financial assets.
The classification depends on the purpose for which the
financial assets were acquired. Management determines
the classification of its financial assets at initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

()

Financial assets (continued)

()

(ii)

Financial assets at fair value through profit or
loss

Financial assets at fair value through profit or loss
are financial assets held for trading and are stated
in the balance sheet at fair value. A financial asset is
classified in this category if acquired principally for
the purpose of selling in the short-term. Derivatives
are also categorised as held for trading unless they
are designated as hedges. Assets in this category
are classified as current assets. Any attributable
transaction cost and gain or loss on the fair value
changes of financial assets at fair value through profit
or loss are recognised in profit or loss.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. They are included
in current assets, except for maturities greater than
12 months after the balance sheet date which are
classified as non-current assets. Loans and receivables
are subsequently carried at amortised cost using the
effective interest method. The Group’s loans and
receivables comprise “trade receivables, deposits and
other receivables” and “cash and bank balances” in
the consolidated balance sheet (notes 2(1) and 2(m)).

(iii) Available-for-sale financial assets

Investments other than those held for trading and
held to maturity are classified as available-for-sale
financial assets and are stated in the balance sheet at
fair value, which is their transaction price including
attributable transaction costs. Gain or loss on fair
value changes of available-for-sale financial assets
is recognised in other comprehensive income and
accumulated separately in equity in the fair value
reserve, except for impairment losses and foreign
exchange gains and losses resulting from changes in
the amortised cost of monetary items such as debt
securities which are recognised directly in profit or
loss.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2014 HEZZT—NFE+-_A=+—HILFE
2. SIGNIFICANT ACCOUNTING POLICIES (continued) 2. EEEHBER(E)
(f) Financial assets (continued) f) &RMEE(H)
(iii) Available-for-sale financial assets (continued) (iii) THAELHBEE (&)
When the available-for-sale financial assets are ML ESHEERKRIEER 2

derecognised, the cumulative gain or loss is
reclassified from equity to profit or loss. Where the
available-for-sale financial assets are interest-bearing,
interest calculated using the effective interest method

is recognised in profit or loss.

When a decline in the fair value of an available-for-
sale financial asset has been recognised in equity and
there is objective evidence that the asset is impaired
(see note 2(j)), the cumulative loss is recognised from
equity to profit or loss even though the financial
assets have not been derecognised.

Investments are recognised/derecognised on the date
the Group commits to purchase/sell the investments
or they expire.

The amount of the cumulative loss that is removed
from equity and reclassified to profit or loss is the
difference between the acquisition cost (net of any
principal repayment and amortisation) and current
fair value, less any impairment loss on those financial

assets previously recognised in profit or loss.

Impairment losses recognised in profit or loss for
an investment in an equity instrument classified as
available-for-sale are not reversed through profit or
loss. Any subsequent increase in the fair value of
such investment is recognised in other comprehensive
income and accumulated separately in equity in the
fair value reserve. If, in a subsequent period, the fair
value of a debt instrument classified as available-
for-sale increases and the increase can be objectively
related to an event occurring after the impairment
loss was recognised in profit or loss, the impairment
loss is reversed, with the amount of the reversal
recognised in profit or loss. Impairment losses are
written off against the corresponding investments
directly.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(f)

Financial assets (continued)
(iii) Available-for-sale financial assets (continued)

Investments in unquoted equity instruments whose
fair value cannot be reliably measured and derivatives
that are linked to and must be settled by delivery of
such unquoted equity instruments, are measured at
cost less any impairment losses. If there is objective
evidence that an impairment loss has been incurred
on such instrument, the amount of impairment loss
is measured as the difference between its carrying
amount and the present value of estimated future
cash flows discounted at the current market rate
of return for a similar instrument. Such impairment

losses are not reversed.

Fair value of an instrument on initial recognition is
normally the transaction price, unless it is estimated
by using a valuation technique when part of the
consideration given or received is for something other
than the investment.

After initial recognition, the fair value of an
investment quoted in an active market is based
on the current bid price and, for investments not
quoted in an active market, the Group establishes
the fair value of such investment by using a valuation
technique.

Valuation techniques include using recent arm’s
length market transactions between knowledgeable
willing parties, if available, by reference to the current
fair value of another instrument that is substantially
the same, discounted cash flows analysis and option
pricing models.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2014 #HZEZ-Z

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(9)

Property, plant and equipment

Property, plant and equipment are stated in the balance
sheet at historical cost less accumulated depreciation and
any accumulated impairment losses (note 2(j)). Historical
cost includes expenditure that is directly attributable to the
acquisition of the items. Cost may also include transfers
from equity of any gains/losses on qualifying cash flow
hedges of foreign currency purchases of property, plant
and equipment.

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

Property, plant and equipment are depreciated sufficient to
write off their costs, less accumulated impairment losses
and residual values, if any, using the straight-line method
over their estimated useful lives. The principal annual rates
used for this purpose are as follows:

— Leasehold buildings 30 - 50 years
— Leasehold improvements 20%
— Lottery machines 4 — 12 years
— Furniture, fixtures and equipment 6 -33%
— Plant and machinery 10 - 25%
— Motor vehicles 10 - 20%

Where parts of an item of property, plant and equipment
have different useful lives, the cost of the item is allocated
on a reasonable basis between the parts and each part is
depreciated separately.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(9)

(h)

0}

Property, plant and equipment (continued)

The assets’ residual values, if any and useful lives are
reviewed, and adjusted if appropriate, at each balance
sheet date. An item of property, plant and equipment is
derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of
the asset. The gain or loss on derecognition of an item of
property, plant and equipment, calculated as the difference
between the net disposal proceeds and the carrying
amount of the item, is included in profit or loss in the

period the item is derecognised.

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

Prepaid lease payments on land use rights

Prepaid lease payments on land use rights are lump sum
upfront payments to acquire long-term interest in lessee-
occupied properties.

Prepaid lease payments on land use rights relating to
buildings of the Group are stated at cost and are amortised
over the period of the lease on the straight-line basis which
is charged to profit or loss.

Intangible assets (other than goodwill)
On initial recognition, intangible assets acquired are
recognised at cost. After initial recognition, intangible
assets with finite useful lives are carried at costs
less accumulated amortisation and any accumulated
impairment losses (note 2(j)). Amortisation of intangible
assets with finite useful lives is charged to profit or loss
on a straight-line basis over their estimated useful lives.
Intangible assets with indefinite useful lives are carried at

cost less any subsequent accumulated impairment losses.

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

REXLot Holdings Limited fZe-R #1ZR B R AR

T—HRLEFE

2.

FTEEHEE(E)

(9)

(h)

(i)

ME BERRE (E)
BEZEE (WA RAAERESELZE
E%ﬁvi&ﬁ%ﬁﬁ?%ﬂ°%¥~ i
%Eﬁﬁﬁﬁkiﬁﬁﬁﬁﬁﬁﬁﬁ
mFi*X%@W B 4% L HERR - R 1E
BRWE BEAREBEBREELEZRES
E1RIZIR B & PSR RR B AR E A

ZEBFE W AR ILHRIAR [
B

MEEREESREMGTATRESE ]
BEREEAVIMBREE RO SHE-

TiERAEZANEATRK

T A ENEONKIREARR
AERMEZRBERE 2 —FBENX
$ o

ERASERF D ARz BEEL
MR BAARINE TREERRNRER
REH N B Bk e

BREE (BERHN)

RS HERE FFEAZEBLEERKAE
RN HRR  AEEEAIRFRZ
Y & R A AN R R 5T B 8 R AR R AT R
BER (WiE2()) 58 - BT Al HER
ZEVEEZBHRASKEIEL AR
FRABERNEG BB THRETAFR
Z T B ERK AR E AT KR R A RUEE
B

RIBREVEEMEEZ RS HEIER
BEZHEMERIBFHEREDERZ Z
%Eu+i Iﬁégzxﬂ:ﬁgumﬁ_fﬁ/\?g/\ o



Notes to the Financial Statements (continued)
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For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(M

Intangible assets (other than goodwill) (continued)
Intangible assets with indefinite useful lives are tested for
impairment annually by comparing their carrying amounts
with their recoverable amounts, irrespective of whether
there is any indication that they may be impaired. If the
recoverable amount of an asset is estimated to be less than
its carrying amount, the carrying amount of the asset is
reduced to its recoverable amount. An impairment loss is
recognised as an expense immediately.

When an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but the increased
carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been
recognised for the asset in prior years.

Intangible assets with finite useful lives are tested for
impairment when there is an indication that an asset may
be impaired.

(i) Computer software
Acquired computer software licences are capitalised
on the basis of the costs incurred to acquire and
bring to use the specific software. These costs are
amortised over their estimated useful lives of 2 to 10
years.

Costs associated with developing or maintaining
computer software programmes are recognised as

expenses as incurred.
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80

SIGNIFICANT ACCOUNTING POLICIES (continued)

(M

Intangible assets (other than goodwill) (continued)

(ii)

(iii)

(iv)

Deferred development costs

Expenditure incurred on projects to develop computer
software is capitalised and deferred only when
the projects are clearly defined; the expenditure is
separately identifiable and can be measured reliably;
there is reasonable certainty that the projects
are technically feasible, and the products have
commercial value. Product development expenditure
which does not meet these criteria is expensed when
incurred.

Deferred development costs are stated at cost less
accumulated amortisation and any accumulated
impairment losses (note 2(j)). Amortisation is provided
on the straight-line basis over the commercial lives
of the underlying production, subject to a maximum
of 20 years commencing from the date when the
products are put into commercial production.

Operating right

Operating right represents expenditure incurred on
obtaining an operating right in a lottery centre. The
operating right is carried at cost less any accumulated
impairment losses and amortised over its estimated

useful life of 6 years.

Long term contracts

Long term contracts represent operating right
contracts with lottery centres acquired in business
combinations. These contracts have definite useful
lives and are measured initially at their fair values on
the acquisition date. After initial recognition, they are
amortised over their estimated useful lives of 5 to 10
years.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2014 #HZEZ-Z

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
(j) Impairment of assets

()

Impairment of investments in equity securities
and other receivables

Investments in equity securities and other current
and non-current receivables that are stated at cost
or amortised cost or classified as available-for-sale
financial assets are reviewed at each balance sheet
date to determine whether there is objective evidence
of impairment. Objective evidence of impairment
includes observable data that comes to the attention
of the Group about one or more of the following loss
events:

- significant financial difficulty of the debtor;

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

- it becomes probable that the debtor will enter
bankruptcy or other financial reorganisation;

- significant changes in the technological, market,
economic or legal environment that have an
adverse effect on the debtor; and

— a significant or prolonged decline in the fair
value of an investment in an equity instrument

below its cost.

If any such evidence exists, any impairment loss is
determined and recognised as follows:

- For investments in joint ventures accounted for
under the equity method in the consolidated
financial statements (see note 2(d)(ii)), the
impairment loss is measured by comparing the
recoverable amount of the investment as a
whole with its carrying amount in accordance
with note 2(j)(ii) below. The impairment loss
is reversed if there has been a favourable
change in the estimates used to determine the
recoverable amount in accordance with note 2(j)
(i) below.
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Notes to the Financial Statements (continued)
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SIGNIFICANT ACCOUNTING POLICIES (continued)
(j)). Impairment of assets (continued)

(i) Impairment of investments in equity securities

and other receivables (continued)

For unquoted equity securities carried at
cost, the impairment loss is measured as the
difference between the carrying amount of the
financial asset and the estimated future cash
flows, discounted at the current market rate
of return for a similar financial asset where the
effect of discounting is material. Impairment
losses for equity securities carried at cost are

not reversed.

For trade and other current receivables and
other financial assets carried at amortised
cost, the impairment loss is measured as 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 (i.e. the effective
interest rate computed at initial recognition of
these assets), where the effect of discounting
is material. This assessment is made collectively
where these financial assets share similar risk
characteristics, such as similar past due status,
and have not been individually assessed as
impaired. Future cash flows for financial assets
which are assessed for impairment collectively
are based on historical loss experience for assets
with credit risk characteristics similar to the
collective group.

If, in a subsequent period, the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event occurring
after the impairment loss was recognised, the
impairment loss is reversed through profit or
loss. A reversal of an impairment loss shall not
result in the asset’s carrying amount exceeding
that which would have been determined had no
impairment loss been recognised in prior years.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2014 #HEZZT—NFE+-_A=+—HILFE

2.  SIGNIFICANT ACCOUNTING POLICIES (continued)
(j)). Impairment of assets (continued)

(i) Impairment of investments in equity securities

and other receivables (continued)

For available-for-sale securities, the cumulative
loss that has been recognised in the fair value
reserve is reclassified to profit or loss. The
amount of the cumulative loss that is recognised
in profit or loss is the difference between the
acquisition cost (net of any principal repayment
and amortisation) and current fair value, less
any impairment loss on that asset previously

recognised in profit or loss.

Impairment losses recognised in profit or loss
in respect of available-for-sale equity securities
are not reversed through profit or loss. Any
subsequent increase in the fair value of such
assets is recognised in other comprehensive

income.

Impairment losses in respect of available-for-
sale debt securities are reversed if the increase
in fair value can be objectively related to an
event occurring after the impairment loss was
recognised. Reversals of impairment losses in
such circumstances are recognised in profit or
loss.

Impairment losses are written off against
the corresponding assets directly, except for
impairment losses recognised in respect of
trade and other receivables, whose recovery
is considered doubtful but not remote. In this
case, the impairment losses for doubtful debts
are recorded using an allowance account. When
the Group is satisfied that recovery is remote,
the amount considered irrecoverable is written
off against trade and other receivables directly
and any amounts held in the allowance account
relating to that debt are reversed. Subsequent
recoveries of amounts previously charged to
the allowance account are reversed against
the allowance account. Other changes in the
allowance account and subsequent recoveries
of amounts previously written off directly are
recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

0

Impairment of assets (continued)

(ii)

Impairment of other assets

Internal and external sources of information are
reviewed at each balance sheet date to identify
indications that the following assets may be impaired
or, except in the case of goodwill, an impairment loss
previously recognised no longer exists or may have

decreased:

- property, plant and equipment (other than
properties carried at revalued amounts);

- prepaid lease payments on land use rights
classified as being held under an operating
lease;

- intangible assets;

- goodwill; and

- investments in subsidiaries in the Company’s
balance sheet.

If any such indication exists, the asset’s recoverable
amount is estimated. In addition, for goodwill,
intangible assets that are not yet available for use and
intangible assets that have indefinite useful lives, the
recoverable amount is estimated annually whether or

not there is any indication of impairment.

- Calculation of recoverable amount
The recoverable amount of an asset is the
higher of its 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. Where an asset does not generate cash
inflows largely independent of those from other
assets, the recoverable amount is determined
for the smallest group of assets that generates
cash inflows independently (i.e. a cash-

generating unit).
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

2.  SIGNIFICANT ACCOUNTING POLICIES (continued)
(i) Impairment of assets (continued)

(ii) Impairment of other assets (continued)

Recognition of impairment losses

An impairment loss is recognised in profit or loss
if the carrying amount of an asset, or the cash-
generating unit to which it belongs, exceeds
its recoverable amount. Impairment losses
recognised in respect of cash-generating units
are allocated first to reduce the carrying amount
of any goodwill allocated to the cash-generating
units (or group of units) and then, to reduce the
carrying amount of the other assets in the unit
(or group of units) on a pro rata basis, except
that the carrying value of an asset will not be
reduced below its individual fair value less costs
of disposal (if measurable), or value in use (if
determinable).

Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been
a favourable change in the estimates used
to determine the recoverable amount. An
impairment loss in respect of goodwill is not

reversed.

A reversal of an impairment loss is limited
to the asset’'s carrying amount that would
have been determined had no impairment
loss been recognised in prior years. Reversals
of impairment losses are credited to profit
or loss in the year in which the reversals are
recognised.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

0

(k)

Impairment of assets (continued)

(iii) Interim financial reporting and impairment
Under the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited, the
Group is required to prepare an interim financial
report in compliance with HKAS 34, Interim financial
reporting, in respect of the first six months of the
financial year. At the end of the interim period,
the Group applies the same impairment testing,
recognition, and reversal criteria as it would at the
end of the financial year (notes 2(j)(i) and 2(j)(ii)).

Impairment losses recognised in an interim period in
respect of goodwill, available-for-sale equity securities
and unquoted equity securities carried at cost are
not reversed in a subsequent period. This is the
case even if no loss, or a smaller loss, would have
been recognised had the impairment been assessed
only at the end of the financial year to which the
interim period relates. Consequently, if the fair value
of an available-for-sale equity security increases in
the remainder of the annual period, or in any other
period subsequently, the increase is recognised in
other comprehensive income and not profit or loss.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average method. The cost of finished goods and work-
in-progress comprises design costs, raw materials, direct
labour, other direct costs and related production overheads
(based on normal operating capacity). It excludes
borrowing costs. Net realisable value is the estimated
selling price in the ordinary course of business less

applicable variable selling expenses.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in
which the related revenue is recognised. The amount of
any write-down of inventories to net realisable value and
all losses of inventories are recognised as an expense in the
period the write-down or loss occurs. The amount of any
reversal of any write-down of inventories is recognised as
a reduction in the amount of inventories recognised as an

expense in the period in which the reversal occurs.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

M

(m)

(n)

Trade and other receivables

Trade and other receivables are initially recognised at
fair value, and after initial recognition, at amortised cost
using the effective interest method, less any allowance for
impairment of doubtful debts (note 2(j)).

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and at
banks, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments
that are readily convertible to known amounts of cash
and which are subject to an insignificant risk of changes
in value, having been within three months of maturity at
acquisition.

Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities are
recognised in profit or loss except to the extent that they
relate to items recognised in other comprehensive income
or directly in equity, in which case the relevant amounts of
the tax are recognised in other comprehensive income or
directly in equity, respectively.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or
substantively enacted at the balance sheet date, and any
adjustment to tax payable in respect of previous years.
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2.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(n)

Income tax (continued)

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax
bases. Deferred tax assets also arise from unused tax losses

and unused tax credits.

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that
it is probable that future taxable profits will be available
against which the asset can be utilised, are recognised.
Future taxable profits that may support the recognition
of deferred tax assets arising from deductible temporary
differences include those that will arise from the reversal
of existing taxable temporary differences, provided those
differences relate to the same taxation authority and the
same taxable entity, and are expected to reverse either in
the same period as the expected reversal of the deductible
temporary difference or in periods into which a tax loss
arising from the deferred tax asset can be carried back or
forward. The same criteria are adopted when determining
whether existing taxable temporary differences support the
recognition of deferred tax assets arising from unused tax
losses and credits, that is, those differences are taken into
account if they relate to the same taxation authority and
the same taxable entity, and are expected to reverse in a
period, or periods, in which the tax loss or credit can be
utilised.

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes, the
initial recognition of assets or liabilities that affect neither
accounting nor taxable profit (provided they are not part
of a business combination), and temporary differences
relating to investments in subsidiaries to the extent that,
in the case of taxable differences, the Group controls the
timing of the reversal and it is probable that the differences
will not reverse in the foreseeable future, or in the case of
deductible differences, unless it is probable that they will
reverse in the future.
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Notes to the Financial Statements (continued)
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(n)

Income tax (continued)

The amount of deferred tax recognised is measured based
on expected manner of realisation or settlement of the
carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the balance sheet date.
Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed
at each balance sheet date and is reduced to the extent
that it is no longer probable that sufficient taxable profits
will be available to allow the related tax benefit to be
utilised. Any such reduction is reversed to the extent that
it becomes probable that sufficient taxable profits will be
available.

Additional income taxes that arise from the distribution
of dividends are recognised when the liability to pay the
related dividends is recognised.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset
against current tax liabilities, and deferred tax assets
against deferred tax liabilities, if the Company or the
Group has the legally enforceable right to set off current
tax assets against current tax liabilities and the following

additional conditions are met:

- in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a
net basis, or to realise the asset and settle the liability

simultaneously; or

- in the case of deferred tax assets and liabilities,
if they relate to income taxes levied by the same
taxation authority on either:

- the same taxable entity; or

- different taxable entities, which, in each future
period in which significant amounts of deferred
tax liabilities or assets are expected to be settled
or recovered, intend to realise the current tax
assets and settle the current tax liabilities on a
net basis or realise and settle simultaneously.
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2.

90

SIGNIFICANT ACCOUNTING POLICIES (continued)

(o)

(p)

Trade and other payables

Trade and other payables are initially recognised at fair
value. Except for financial guarantee liabilities measured
in accordance with note 2(s), trade and other payables are
subsequently stated at amortised cost.

Borrowings

Borrowings are recognised initially at fair value, net
of transaction costs incurred. Transactions costs are
incremental costs that are directly attributable to the
acquisition, issue or disposal of a financial asset or financial
liability, including fees and commissions paid to agents,
advisers, brokers and dealers, levies by regulatory agencies
and securities exchanges, and transfer taxes and duties.
Borrowings are subsequently stated at amortised cost;
any difference between the proceeds (net of transaction
costs) and the redemption value is recognised in profit or
loss over the period of the borrowings using the effective
interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of
the liability for at least 12 months after the balance sheet
date.
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Notes to the Financial Statements (continued)

B R R MY RE ()

For the year ended 31 December 2014 #HZEZ-Z

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(q)

Convertible bonds
Convertible bonds which contain an equity component are
accounted for as follows:

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. The values of non-equity derivative
component which are considered as closely related to the

host contract are included in the liability component.

At initial recognition the liability component of the
convertible bonds, including the non-equity derivative
component, is measured at fair value which is determined
by reference to the fair value of a similar stand-alone
debt instrument that includes the non-equity derivative
feature but does not have an associated equity conversion
option. Any excess of proceeds over the amount initially
recognised as the liability component (including the non-
equity derivative component) is recognised as the equity
component. Transaction costs that relate to the issue of a
compound financial instrument 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 recognised directly in equity. Transaction
costs relating to the liability component are included in
the carrying amount of the liability component and are
amortised over the periods of the convertible bonds using
the effective interest method.

The liability component is subsequently carried at
amortised cost. The interest expense recognised in profit
or loss on the liability component is calculated using
the effective interest method. The equity component is
recognised in the convertible bonds reserve until either the
bond is converted or redeemed.

If the bond is converted, the convertible bonds reserve,
together with the carrying amount of the liability
component at the time of conversion, is transferred to
share capital and share premium as consideration for the
shares issued. If the bond is redeemed, the convertible

bonds reserve is released directly to retained profits.
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2.

92

SIGNIFICANT ACCOUNTING POLICIES (continued)
() Employee benefits

()

(ii)

Retirement benefit costs

The Group operates a defined contribution
Mandatory Provident Fund retirement benefits
scheme in Hong Kong (the “MPF Scheme”) under
the Mandatory Provident Fund Schemes Ordinance,
for those employees who are eligible to participate
in the MPF Scheme. Contributions are made based
on a percentage of the employees’ basic salaries and
are charged to profit or loss as they become payable
in accordance with the rules of the MPF Scheme. The
Group's employer contributions vest fully with the
employees when contributed into the MPF Scheme.

The subsidiaries in the PRC do not provide a pension
plan for their employees. The subsidiaries in the
PRC made contributions to the defined contribution
retirement plans in the PRC which are recognised as
expenses in profit or loss as incurred. The subsidiaries
have no further payment obligations once the
contributions have been paid.

Paid leave carried forward

The Group provides paid annual leave to its
employees under their employment contracts on a
calendar year basis. Under certain circumstances,
such leave which remains untaken as at the balance
sheet date is permitted to be carried forward and
utilised by the respective employees in the following
year. An accrual is made at the balance sheet date
for the expected future cost of such paid leave
earned during the year by the employees and carried

forward.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

2.  SIGNIFICANT ACCOUNTING POLICIES (continued)
(r) Employee benefits (continued)

(iii)) Share-based compensation

(iv)

The Group operates an equity-settled, share-based
compensation plan. The fair value of the employee
services received in exchange for the grant of the
options is recognised as an expense. The total
amount to be expensed is determined by reference
to the fair value of the options granted, excluding
the impact of any non-market vesting conditions (for
example, profitability and sales growth targets). Non-
market vesting conditions are included in assumptions
about the number of options that are expected to
become exercisable. At each balance sheet date, the
entity revises its estimates of the number of options
that are expected to become exercisable. It recognises
the impact of the revision of original estimates, if
any, in profit or loss, and a corresponding adjustment
to share-based payment reserve over the remaining
vesting period.

The proceeds received net of any directly attributable
transaction costs are credited to share capital
(nominal value) and share premium when the options
are exercised.

Profit-sharing and bonus plans

The Group recognises a liability and an expense for
bonuses and profit-sharing, based on a formula that
takes into consideration the profit attributable to the
Company's shareholders after certain adjustments.
The Group recognises a provision where contractually
obliged or where there is a past practice that has
created a constructive obligation.
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2.

94

SIGNIFICANT ACCOUNTING POLICIES (continued)

(s)

Financial guarantees issued, provisions and contingent

liabilities

(i)

Financial guarantees issued

Financial guarantees are contracts that require the
issuer (i.e. the guarantor) to make specified payment
to reimburse the beneficiary of the guarantee (the
“holder”) for a loss the holder incurs because a
specified debtor fails to make payment when due in
accordance with the terms of a debt instrument.

Where the Group issues a financial guarantee, the
fair value of the guarantee is initially recognised as
deferred income within trade and other payables.
The fair value of financial guarantees issued at the
time of issuance is determined by reference to fees
charged in an arm’s length transaction for similar
services, when such information is obtainable, or
is otherwise estimated by reference to interest rate
differentials, by comparing the actual rates charged
by lenders when the guarantee is made available
with the estimated rates that lenders would have
charged, had the guarantees not been available,
where reliable estimates of such information can be
made. Where consideration is received or receivable
for the issuance of the guarantee, the consideration
is recognised in accordance with the Group’s policies
applicable to that category of asset. Where no such
consideration is received or receivable, an immediate
expense is recognised in profit or loss on initial
recognition of any deferred income.

The amount of the guarantee initially recognised
as deferred income is amortised in profit or loss
over the term of the guarantee as income from
financial guarantees issued. In addition, provisions
are recognised in accordance with note 2(s)(iii) below
if and when (i) it becomes probable that the holder
of the guarantee will call upon the Group under the
guarantee and (ii) the amount of that claim on the
Group is expected to exceed the amount currently
carried in trade and other payables in respect of that
guarantee, i.e. the amount initially recognised, less

accumulated amortisation.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2014 #HZEZ-Z

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(s) Financial guarantees issued, provisions and contingent

liabilities (continued)

(ii)

(iii)

Contingent liabilities assumed in business
combinations

Contingent liabilities assumed in a business
combination which are present obligations at date
of acquisition are initially recognised at fair value,
provided the fair value can be reliably measured.
After their initial recognition at fair value, such
contingent liabilities are recognised at the higher of
the amount initially recognised, less accumulated
amortisation where appropriate, and the amount
that would be determined in accordance with note
2(s)(iii) below. Contingent liabilities assumed in a
business combination that cannot be reliably fair
valued or were not present obligations at the date
of acquisition are disclosed in accordance with note
2(s)(iii) below.

Other provisions and contingent liabilities

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

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities
unless the probability of outflow of economic
benefits is remote.
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2.

96

SIGNIFICANT ACCOUNTING POLICIES (continued)

(t)

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable. Provided it is probable that the
economic benefits will flow to the Group and the revenue
and costs, if applicable, can be measured reliably, revenue

is recognised in profit or loss as follows:

(i)  Gain or loss on investments held for trading
Realised gain or loss on investments held for trading
is recognised on a trade date basis whilst unrealised
gain or loss on investments held for trading is
recognised to restate to their fair value on the

balance sheet date.

(ii) Income from provision of lottery machines and
related services, comprising:
Sales of goods
Sales of goods including lottery machines and related
software systems are recognised when the goods
are delivered at the customers’ premises which is
taken to be the point in time when the customer has
accepted the goods; the related risks and rewards of
ownership and collectability of the related receivables
are reasonably assured. Revenue excludes value
added tax.

Income from lottery business

Income from lottery business including lottery
ticketing service, consultancy service, maintenance
service and other related services is recognised in the
accounting period in which the service is rendered.
Revenue excludes sales tax or value added tax.

Income from sharing of lottery sales

Income from sharing of lottery sales is recognised on
an accrual basis in accordance with the substance of
the relevant agreements. Revenue excludes sales tax
or value added tax.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(t)

(u)

Revenue recognition (continued)

(iii) Interest income
Interest income is recognised as it accrues using the
effective interest method.

(iv) Dividend income
Dividend income from listed investments is recognised
when the share price of the investment goes ex-
dividend.

Leases

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines
that the arrangement conveys a right to use a specific
asset or assets for an agreed period of time in return for
a payment or a series of payments. Such a determination
is made based on an evaluation of the substance of the
arrangement and is regardless of whether the arrangement
takes the legal form of a lease.

Leases of assets are classified as finance leases when the
leases transfer substantially all risks and rewards incidental
to ownership of assets to the Company. All other assets are
classified as operating leases.
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2.

98

SIGNIFICANT ACCOUNTING POLICIES (continued)

(u)

Leases (continued)

()

(ii)

Finance leases

Assets held under finance leases are recognised in
the balance sheet at amounts equal to the fair value
of the leased assets, or, if lower, the present value of
the minimum lease payments, each determined at the
inception of the lease. The corresponding liabilities,
net of finance charges, on the finance leases are
recorded as obligations under finance leases. All
assets held under finance leases are classified as
property, plant and equipment, except for those
properties held to earn rental income which are
classified as investment properties, in the balance
sheet.

Depreciation and impairment losses are calculated
and recognised in the same manner as the
depreciation and impairment losses on property, plant
and equipment as set out in note 2(g), except for
the estimated useful lives cannot exceed the relevant

lease terms, if shorter.

Minimum lease payments are apportioned between
finance charge and the reduction of the outstanding
liabilities. The finance charge is recognised in profit
or loss over the period of the lease term so as to
produce a constant periodic rate of interest on the
remaining balance of the liability.

Leases of land and buildings

Whenever necessary in order to classify and account
for a lease of land and buildings, 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.
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Notes to the Financial Statements (continued)

MBHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
(u) Leases (continued)

(ii)

(iii)

Leases of land and buildings (continued)

The land element is classified as an operating lease
unless title is expected to pass to the lessee by
the end of the lease term. The building element is
classified as a finance or operating lease in the same
way as leases of other assets. The payments made
on acquiring land held under an operating lease are
recognised in the balance sheet as prepaid lease
payments on land use rights which are stated at cost
and are amortised on a straight-line basis over the

period of the lease term.

If the prepaid lease payments on a lease of land and
buildings cannot be allocated reliably between the
land and building elements at the inception of the
lease, the entire lease is classified as a finance lease,
unless it is clear that both elements are operating
leases, in which case the entire lease is classified as
an operating lease.

Operating leases

Where the Group is the lessee, payments made under
operating leases, net of any incentives received from
the lessor, are charged to profit or loss on a straight-
line basis over the period of the lease. Where the
Group is the lessor, assets leased by the Group under
operating leases are included in non-current assets
and rentals receivable under the operating leases
are credited to profit or loss on a straight-line basis
over the lease period. Contingent rentals (if any) are
charged or credited to profit or loss in the accounting
period in which they are incurred.

(iv) Sale and leaseback resulting in a finance lease

If a sale and leaseback transaction that results in a
finance lease, any excess of sales proceeds over the
carrying amount is deferred and amortised over the
lease term. If the fair value at the time of a sale and
leaseback transaction is less than the carrying amount
of the asset, no adjustment is necessary unless there
has been an impairment in value, in which case the

carrying amount is reduced to recoverable amount.
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Notes to the Financial Statements (continued)

B R M RE ()

For the year ended 31 December 2014 #HZEZZE

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(v)

Foreign currency translation

These financial statements are presented in HK$, which
is the Company's functional and presentation currency.
Each entity in the Group determines its own functional
currency and items included in the financial statements of
each entity are measured using that functional currency.
Transactions in foreign currencies are initially recorded
in the functional currency rates ruling at the date of the
transactions. Monetary assets and liabilities denominated
in foreign currencies are retranslated at the functional
currency rates of exchange ruling at the balance sheet
date. All differences are taken to the income statement.
Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using the
exchange rates as at the dates of the initial transactions.
Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the
date when the fair value was determined.

The functional currencies of certain overseas subsidiaries
and joint ventures are currencies other than HK$. As at
the balance sheet date, the assets and liabilities of these
entities are translated into HK$ at the rates of exchange
ruling at the balance sheet date and their profit or loss
items are translated into HK$ at the weighted average
exchange rates for the year. The exchange differences
arising from the translation are recognised in other
comprehensive income and accumulated separately in
equity in the exchange translation reserve. On disposal of a
foreign entity, the deferred cumulative amount recognised
in equity relating to that particular foreign entity is
reclassified from equity to profit or loss when the profit or
loss on disposal is recognised.

For the purpose of the consolidated statement of cash
flows, the cash flows of overseas subsidiaries are translated
into HK$ at the exchange rates ruling at the dates of the
cash flows. Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are translated
into HK$ at the weighted average exchange rates for the
year.
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Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(w) Borrowing costs

(x)

(y)

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready
for its intended use or sale are capitalised as part of the
cost of that asset. Other borrowing costs are expensed in

the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost
of a qualifying asset commences when expenditure for the
asset is being incurred, borrowing costs are being incurred
and activities that are necessary to prepare the asset for
its intended use or sale are in progress. Capitalisation of
borrowing costs is suspended or ceases when substantially
all the activities necessary to prepare the qualifying asset
for its intended use or sale are interrupted or complete.

Dividends

Final dividends proposed by the Directors are classified as
a separate allocation of retained profits within the equity
section of the balance sheet, until they have approved
by the shareholders in a general meeting. When these
dividends have been approved by the shareholders and
declared, they are recognised as a liability.

Interim dividends are simultaneously proposed and
declared, because the Company’s bye-laws grant the
Directors the authority to declare interim dividends.
Consequently, interim dividends are recognised
immediately as a liability when they are proposed and
declared.

Related parties
(@) A person, or a close member of that person’s family,

is related to the Group if that person:

(i)  has control or joint control over the Group;

(i) has significant influence over the Group; or

(iii) is @ member of the key management personnel
of the Group or the Group’s parent.

2. FEEFBER(E)
(w) EFERE

(x)

(y)

W HEggtE-BRERERTTEE
BB ERERLECEEEREEZEER
KA GERMCRZBREEZBAKAE - &
MEERAREEREXIH-

BREEREBEERA —#n 2 BEKAKE
BEELARXY ELEERARBREER
ABRERBRBEERBT 2R TIEET
ZHRABERNL-EEEEBREERAR
ERGBHHEMMBT ZBRI D EETE
R ERE EERAGEREHELE
N o

K’
EFEEHEZIARIBRE DB REEABRA
BEBTRESNZBLINDE BEERR
ERRARG LHERL-ZERBERR
HEMNSREEERRAE-

AARBZARAREEEESTIRT B
B B R R A RREZHIK N LS K-
it - R E R B RN R B R - BE B AE
RBE-

BE S
(@) MEBUTAL BZALHZALY
RS EE A R

(i) BEAEAEE 2 ek 2k F 4 4
%

(il HAEEREEAXEN K

(i) RAKEXAEERRAZEE
EEEKE -

Annual Report 2014 —Z— U4 1 O 1



Notes to the Financial Statements (continued)

B R M RE ()

For the year ended 31 December 2014 HEZZT—WNF+_A=+—HIEFE

2. SIGNIFICANT ACCOUNTING POLICIES (continued) 2. EEEFEE(E)
(y) Related parties (continued) (y) BAEER (B)
(b) An entity is related to the Group if any of the (b) A THMER GG AlZZE R

following conditions applies: SBEH @A

(i)  The entity and the Group are members of the () “REREASEEBER-SEHZ
same group (which means that each parent, RERAR (AERRA -HEBA
subsidiary and fellow subsidiary is related to the AIREARMBARIZHEERH
others). HE) o

(i)  One entity is an associate or joint venture of the (i) —HEBARS BEBIBEEQR
other entity (or an associate or joint venture of a SEEE (KRZS —EEAHM
member of a group of which the other entity is BEEETKEARZHE AT
a member). EERE) -

(iii)  Both entities are joint ventures of the same third (i) MEEBEEHAR—F=H2E%
party. e

(iv) One entity is a joint venture of a third entity (ivy —AERBAEEF=-ZFERZEED
and the other entity is an associate of the third ¥ ME—BEBRZE=ZHESL
entity. ZHERNT]

(v)  The entity is a post-employment benefit plan for (v) EREANEEEANEE SR
the benefit of employees of either the Group or ZEBMIEE NSRRI ZBERZ
an entity related to the Group. BT El -

(vi) The entity is controlled or jointly controlled by a (vi) EfBX(a)IEFT A A TSk
person identified in (a). H R o

(vii) A person identified in (a)(i) has significant (i) @)EFTHBATHEEEEA
influence over the entity or is a member of the E/gﬁﬁ?%?:‘a’iﬁf (HZBEBZ
key management personnel of the entity (or of BRRDZEEZEEREKE -

a parent of the entity).
Close members of the family of a person are those family ET‘J/\iZL%ﬁTJ? 7% B B8 A2 5 R TE AR
members who may be expected to influence, or be HEZBANTHAREXZBATREY
influenced by, that person in their dealings with the entity. %EWE °
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Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(2)

Segment reporting

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

geographical locations.

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

3. CHANGES IN ACCOUNTING POLICIES
In the current year, the Group has applied, for the first time,

the following new interpretation and amendments to HKFRSs

(hereinafter collectively referred to as the “new and revised
HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA").

Amendments to HKFRS 10, Investment entities

HKFRS 12 and HKAS 27

Amendments to HKAS 32 Financial Instruments: Presentation

— Offsetting financial assets and
financial liabilities

Amendments to HKAS 39  Novation of derivatives and

continuation of hedge
accounting

HK (IFRIC) = Int 21 Levies

The Group has not applied any new standard or interpretation

that is not yet effective for the current accounting period. The

application of the above new and revised HKFRSs in the current

year has had no material impact on the Group’'s financial

performance and positions for the current and prior years and/

or on the disclosures set out in these consolidated financial

statements.
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Notes to the Financial Statements (continued)

B R M RE ()

For the year ended 31 December 2014 HEZZT—WNF+_A=+—HIEFE

3. CHANGES IN ACCOUNTING POLICIES (continued) 3. EFtBR®E (&)
The principal effects of adopting these new and revised HKFRS AL EFT REET BBV BRELRN 2 x
are summarised as follows: ZRERMNT
(a) Amendments to HKFRS 10, HKFRS 12 and HKAS 27, (a) BEADKHREENEI0% BFBYERS

Investment entities

Amendments to HKFRS 10 include a definition of an
investment entity and provide an exception to the
consolidation requirement for entities that meet the
definition of an investment entity. Investment entities are
required to account for subsidiaries at fair value through
profit or loss. Consequential amendments were made to
HKFRS 12 and HKAS 27 (2011). The amendments to HKFRS
12 also set out the disclosure requirements for investment

ZRE12HEREBGFERE27H 285
- REHER

EXBVBERELENFEI1I0RZEBITHBERE
ERIEE TRTAREERTERCE
BREGEARREZOIIINER - BEE
BARABBZERANEBHBAR ALK
BERMBREENE 2R RE B G AR
F27H (ZE——F)EELHEBERBET B
B R EERE 12 2B NEBIRE
BRI HEERE RSB HAEETE

S 48

entities. These amendments do not have an impact on the e
Group.

(b) Amendments to HKAS 32, Financial Instruments: (b) BEAETERFENHR BT -—S@MIA:
Presentation — Offsetting financial assets and financial 2 -EHeHEERcMERE
liabilities
Amendments to HKAS 32 clarify the meaning of “currently SRS R E32R 2 BRI EEERE
has a legally enforceable right to set-off” for offsetting EkcepnaBEEEIRREES S ZERH
financial assets and financial liabilities. The amendments do MITHBERE ] 2 AR - ZEETHAREE T
not have any material impact on the Group. EEMEATE-

() Amendments to HKAS 39, Novation of derivatives and () BRSHERAEIVRZBIT-—TEIAZ

continuation of hedge accounting

The Amendments to HKAS 39 provide an exception to
the requirement of discontinuing hedge accounting in
situations where over-the-counter derivatives designated
in hedging relationships are directly or indirectly, novated
to a central counterparty as a consequence of laws or
regulations, or the introduction of laws or regulations. For
continuance of hedge accounting under this exception,
all of the following criteria must be met: (i) the novations
must arise as a consequence of laws or regulations, or
the introduction of laws or regulations; (ii) the parties to
the hedging instrument agree that one or more clearing
counterparties replace their original counterparty to
become the new counterparty to each of the parties; and
(iii) the novations do not result in changes to the terms
of the original derivative other than changes directly
attributable to the change in counterparty to achieve
clearing. The amendments do not have any material impact
on the Group.
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Notes to the Financial Statements (continued)

B 3% R R MY RE ()

For the year ended 31 December 2014 HEZZT—NFE+-_A=+—HIFE

CHANGES IN ACCOUNTING POLICIES (continued)
(d) HK (IFRIC) - Int 21, Levies

The Interpretation clarifies that an entity recognises a
liability for a levy when the activity that triggers payment,
as identified by the relevant legislation, occurs. The
interpretation also clarifies that a levy liability is accrued
progressively only if the activity that triggers payment
occurs over a period of time, in accordance with the
relevant legislation. For a levy that is triggered upon
reaching a minimum threshold, the interpretation clarifies
that no liability should be recognised before the specified
minimum threshold is reached. The interpretation does not

have any material impact on the Group.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated by the
Group and are based on historical experience and other factors,
including expectations of future events that are believed to be
reasonable under the circumstances.

The Group’s management makes estimates and assumptions
concerning the future. The resulting accounting estimates will,
by definition, seldom equal to the related actual results. The
estimates and assumptions that have a significant risk of causing
a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below.

A. Key assumption and other key sources of estimation

uncertainty

(a) Estimated impairment of goodwill
The Group tests annually whether goodwill has
suffered any impairment, in accordance with the
accounting policy stated in note 2(j). The recoverable
amounts of cash-generating units have been
determined based on value in use calculations or
their fair value less costs of disposal, whichever
is appropriate, and both bases require the Group
to estimate the future cash flow expected to arise
from the cash-generating units and discount rate
for present value measurement. These calculations
require the use of estimates and assumptions (note
18). Where the expectation is different from the
original estimate, such difference will impact the
carrying amount of goodwill and the impairment (if
any) in the period in which such estimate has been
changed.

3. BEBEX2E (&)
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

4. ACCOUNTING ESTIMATES AND JUDGEMENTS
(continued)
A. Key assumption and other key sources of estimation

uncertainty (continued)

(b)

(c)

Allowance for impairment of bad and doubtful
debts

The Group makes allowance for impairment of bad
and doubtful debts based on an assessment of
the recoverability of trade and other receivables.
Allowances are applied to trade and other receivables
where events or changes in circumstances indicate
that the balances may not be collectible. The
identification of allowance for impairment of bad and
doubtful debts requires the use of judgement and
estimates. Where the expectation is different from
the original estimate, such difference will impact
carrying value of receivables and allowance for
impairment in the period in which such estimate has
been changed.

Write-down of obsolete and slow-moving
inventories

The Group writes down obsolete and slow-moving
inventories to net realisable value based on historical
experience and other factors, including expectation
of future events that are believed to be reasonable
under the circumstances. Write-downs are applied to
inventories where events or changes in circumstances
indicate that the inventories may be obsolete or
slow-moving. The identification of obsolete or slow-
moving inventories requires the use of judgement and
estimates. Where the expectation is different from
the original estimate, such difference will impact the
carrying value of the inventories and charges in the
year in which such estimate has been changed.
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Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)
A. Key assumption and other key sources of estimation

uncertainty (continued)

(d)

Income taxes

Deferred tax asset in relation to the unused tax
losses of approximately HK$98,878,000 (2013:
HK$154,655,000) was not recognised in the Group's
consolidated balance sheet. The realisability of
the deferred tax asset mainly depends on whether
sufficient future profits or taxable temporary
differences will be available in the future. When
the expectation of future profit is different from
the original estimate, such differences will impact
the recognition of deferred tax assets and taxation
charges in the period in which such estimates is
changed.

The Group is subject to income taxes in Hong Kong
and the PRC. Significant judgement is required in
determining the provision for income taxes. There
are many transactions and calculations for which the
ultimate tax determination is uncertain during the
ordinary course of business. The Group recognises
liabilities for anticipated tax audit issues based
on estimates of whether additional taxes will be
due. Where the final tax outcome of these matters
is different from the amounts that were initially
recorded, such differences will impact the income tax
and deferred tax expenses in the year in which such
determination is made.

B. Critical judgements in applying the Company’s

accounting policies

Deconsolidation of a subsidiary

The Company reassessed whether it continued to have, or

had lost, control over the PRC Company.

4. BREFMEFRAE (E)

A.

B.

FEBRRMGATEREEE ZHEMEEREF

(d) Frig

REBZREEAEBRRILARRKRD
A #t TE E5 18 4998,878,0008 7T (= &
— =% :154,655,000/8 7T ) FERIE LT
MEEE - BREHBEEERSER
FERTREGAERMZABARKR
FISERTE = £ - (0 TE B R R
FABBRIRLMHE MEEEZEMN
AERARCEERIBEERBIIEX
oz R o

AEBEHBNBBRTEMSH B
EMRRBERAEREANHE - R
AEEBBEPERS RERERK
MEZXHEFAE - AEEERTR
B FE B ERIMNR IR Z 6 5 T R

MR HBEREFHIAE - WZE
SR &R ERE BN 2 L 8%
SR AHEZRESTEFLEECHF
B ZEHRRER AR

PR A DR & B TE 2 B K

RUEGEASE— B IR
DR EH A AR D R =
B2 R 2 2

Annual Report 2014 —Z— U4 1 07



Notes to the Financial Statements (continued)

B R M RE ()

For the year ended 31 December 2014 #HZEZZE

4.

—mOFE+=—A=

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

B.

Critical judgements in applying the Company’s
accounting policies (continued)

Deconsolidation of a subsidiary (continued)

In determining whether the Group continued to have
controls over the PRC Company as at 31 December
2014, the management has exercised their judgement
in considering the relevant facts and circumstances. The
management is of the view that the Group did not have
the practical ability to unilaterally direct the relevant
activities of the PRC Company nor have significant
influence over the PRC Company. Therefore, it should
not have been consolidated in the financial statements
of the Group for the year ended 31 December 2013
and should have been recognised as an available-for-
sale financial asset. The management has taken both
qualitative and quantitative factors into consideration and
determines that the financial effects of deconsolidation
of the PRC Company and recognition of an available-for-
sale financial asset are relatively immaterial in the context
of the consolidated financial statements for the year
ended 31 December 2013. On the basis of the above, the
Company resolved to deconsolidate the PRC Company
and to recognise it as an available-for-sale financial asset
from 1 January 2014 onwards rather than to restate
retrospectively by adjusting the comparative amounts
for prior periods presented and the opening balances
of assets, liabilities and equity for the earliest period
presented, where relevant.

Had the above adjustments been made retrospectively,
the Group’s turnover and profit for the year ended
31 December 2013 and non-controlling interests and
total equity as at 31 December 2013 would have
been restated from approximately HK$2,165,474,000
to HK$2,137,227,000, and HK$926,450,000 to
HK$910,788,000; and approximately HK$258,652,000
to HK$222,988,000 and HK$6,222,672,000 to
HK$6,181,370,000 respectively and the basic earnings per
share and diluted earnings per share for the year ended
31 December 2013 would have been restated from 10.25
HK cents to 10.18 HK cents and 9.58 HK cents to 9.52 HK
cents respectively.
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4.

BERGETRA (F)

B.

ERAQTETBRAMEL 2 &AM
(&)
RIGEAR—BREBAF (&)
EEBEEASEER-_ZT—NE+-_A=+—
BWERAZPBR ARG 2 &5
EREEAHAEZEEZEREBEE RIS
Mo-BRERA AEEWEEFEZEH
ZFPEAGEBES 2 ERED  nEY
ZPERREAEAFEN Al &+
EARTEEASEHE-—T—=F+=
ﬂ:+*5¢¢ﬁZW%ﬁ%ﬁAA$
WEERAAIHEESCHEE-ERERN
%Eﬁ%&mgli&’émﬁiﬁéﬁ
EZPBEARRERAIHELESHEEY
@1_7 &+ -_A=+—BLEEZ
REMBRREELTREHERZFIBE
B o ZRA EFTIL - AR RIRFLILLRE
BRZPBEAR YE-T—MNFE—HF—H
i%m%$lAﬁﬁﬂ&ﬁ%$ﬂéé'
MASHEFAZRBEBEFAZ2I 2B S
BRARFHEMZI2HIVEE BE
Kz iser (MABRE) 1B M ES -

BREFLE LMERAR AEEHEZ
—:¢+_ﬂ:+—5¢¢E2%%%&
HAAERR-_ZE—=F+=A=+—H
ZHEBREZREZRESS SR HLY
2,165,474,0007%8 Tt E%]%E2,137,227,000
BT M H926,450,0008 T &Y =
910,788,000/ 7t : LA & 3 #J258,652,000
BT EHNE222,988,000/%8 T & M
6,222,672,000/% 7t % %£6,181,370,000
BT MEBEE—_Z—=%+-HA=+—81
IEFEZEREARRBT R GRESRF &
25 RIE10.258 I E5)E=10.18 L & &
9.58 Il E 5| Z=9.527%8 1l



For the year ended 31 December 2014 #HZEZZ

TURNOVER, OTHER INCOME AND OTHER GAINS, NET 5.

Turnover represents the aggregate of income from provision of

lottery machines and related services, commission income and

interest income.

An analysis of the Group's turnover, other income and other

gains, net for the year is as follows:

Notes to the Financial Statements (continued)

B 3% R R MY RE ()

—OF+—A=t—HLLFE

EEE HttWAREMKREFE
BERBRERMYEREERBRBKA - BEEA
R M B A Z BN o

FAEBRAFEZ EEE Rl AREMKE
HERS

M

2014 2013
—E-mF —T—=F
HK$'000 HK$'000
FHET FET
Turnover EERH
Income from provision of lottery TR LR 3= 4 % AR B AR 75 W A
machines and related services 1,687,953 2,165,474
Other income H g A
Interest income on bank deposits RATFESRF E WA 1,480 3,105
Sundry income MR A 4,463 6,771
Rental income from sub-letting of HAMES>BAZ2HS KA
rented premises 3,283 4,142
Dividend income from listed investments EWHREZREKA 259 -
9,485 14,018
Other gains, net Hith = 588
Net gains on disposal of financial assets HERBEREARNEBENEZ
at fair value through profit or loss iyﬂé?zu& FEE 2,310 =
Fair value gains on financial assets BRBREAALENEZ
at fair value through profit or loss TREE A AERE 17,546 4,750
Exchange gains ME 5 I 2 11 6,217
19,867 10,967
1,717,305 2,190,459
Total interest income on financial assets not I 3F@BIERIL R LB EZ
at fair value through profit or loss TREEZRNSWA 1,480 3,105
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Notes to the Financial Statements (continued)

B R M RE ()

For the year ended 31 December 2014 HEZZT—WNF+_A=+—HIEFE

6. SEGMENT INFORMATION 6. DHEHR
The Group manages its business by divisions, which are LKEE&TH”*K;U FEBEER  ZEHE
organised by a mixture of both business lines (products and REBE (EQMRBE) L RiGES 5 -

services) and geography.

In a manner consistent with the way in which information AEBZEAF D BERDERKRBETHRAAE
is reported internally to the Group’'s most senior executive Esxa@RTHERAE (AIXEEHITESR)R
management, i.e. the Group’s Executive Directors, for the HERERAR "B zRE 2IREEK W
purposes of allocating resources to segments and assessing their E5E-

performance, the Group has presented lottery business as the

reportable segment.

Intersegment revenue is eliminated on consolidation. DEEB ARG S ARRH - D ABREHE kR
Intersegment sales and transactions are conducted in accordance SEEHTHEBTE 2 GEHET

with the terms mutually agreed between the parties.

The Board assesses the performance of the business segments EEgRBREAN (EB) 58 (Ko BT H
based on (loss)/profit before taxation without allocation of WA/ (BR) EELBEHRESTEREKAMT
finance income/(costs), which is consistent with those in the E—BOREEI B RBFETHMG -
consolidated financial statements.

Information regarding the Group's reportable segments as REBEE_Z—NEFER-_TE—=F+_A=+—
provided to the Board for the purposes of resources allocation H ﬂ:if;kh?é?QM A R B TR RS 5
and assessment of segment performance for the years ended 31 REAZAEBRESH 2 EREFHINMT -

December 2014 and 2013 is set out below.
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Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

6. SEGMENT INFORMATION (continued) 6. DEER(F)
Business Segment
(a) The segment results for the year ended 31 December 2014 (a) REBEE-_ZT—NF+-_A=1+—HIEFE
and segment assets and liabilities at 31 December 2014 are LOBMEBRR _ZT—NE+_A=+—
as follows: NHEERBENT:
As at and for the
year ended
31 December 2014
R-ZE—WF
+=ZA=+—-8RK
BEZALFEE
Lottery business
HK$'000
FET
Turnover EE 1,687,953
Segment results Pol- 83,966
Net unallocated expenses ROEFAZFE (225,507)
Loss before taxation R B A ES 18 (141,541)
Taxation 18 (30,559)
Loss for the year FEEE (172,100)
Assets BE
Segment assets DEEE 8,293,556
Unallocated assets ROBEEE 272,965
Total assets BEEBEAE 8,566,521
Liabilities af&
Segment liabilities DEBE 489,889
Unallocated liabilities ROBEARE 1,936,526
Total liabilities BEBE 2,426,415
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

6. SEGMENT INFORMATION (continued) 6.

Business Segment (continued)

(a) (continued)

The segment results for the year ended 31 December 2013

and segment assets and liabilities at 31 December 2013 are

FEER (&)

¥RAE(E)

(a) (#&)
REBEE=ZZ—=F+=-A=+—RHLFE
ZAORBEERN _TE—ZF+_A=+—

as follows: AerhEfEERBENAT:

As at and for the

year ended

31 December 2013

R-E—=F

+ZA=+—RHK

HEZALEE

Lottery business

KR

HK$'000

FHET

Turnover HER 2,165,474

Segment results D EBEE 1,157,913

Net unallocated expenses ROEFAZFE (156,974)

Profit before taxation B B4 Al VA 1,000,939

Taxation Bi1E (74,489)

Profit for the year &S A 926,450
Assets BE

Segment assets D EEE 7,218,154

Unallocated assets ROBEE 378,190

Total assets EEBE 7,596,344
Liabilities =i

Segment liabilities HEEE 504,245

Unallocated liabilities APEEE 869,427

Total liabilities BEAERE 1,373,672
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6. SEGMENT INFORMATION (continued)
Business Segment (continued)

(b) Other segment information

Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

6. DHREHR (&)
EBHoE ()
(b) EftnZEH

For the year ended
31 December 2014

BE-—ZT—NIF
+=—A=+—H
LEE
Lottery business
FEER
HK$000
FET

Other information H & #
Depreciation and amortisation e REE 81,625
Impairment losses on goodwill 7B R EEE 748,530
Impairment losses on intangible assets EREAERBEEIS 121,885
Capital expenditure =N 80,406
For the year ended
31 December 2013
HE-ZT—=F
+=—A=+—8
IEFE
Lottery business
HK$'000
FET

Other information H & K
Depreciation and amortisation & 37 105,813

Allowance for impairment of RERBERE

bad and doubtful debts 45
Impairment loss on goodwill EmEREEE 20,000
Capital expenditure BARREZ 36,105
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

6. SEGMENT INFORMATION (continued) 6.

Geographical Segments
In terms of geographical location, nearly 100% of the Group’s
revenue is attributable to the market in the PRC.

Total non-current assets by location are as follows:

DEER (B)

ih & 7 B

MHMEMS  NEBMIT100% KR ARRFE T
2.

BwRE D ZIFERBDEELEMNT :

2014 2013

—E-mF —E—=fF

HK$000 HK$000

FHET FET

PRC e 2,257,296 3,127,333

Hong Kong BE 36,139 36,886

2,293,435 3,164,219

Deferred tax assets BERIBEE - 441
Total non-current assets per REEERBBRMIERBEERE

consolidated balance sheet 2,293,435 3,164,660

Information About Major Customers
None of the customers contributed over 10% of the total
turnover of the Group during both years.
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Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

STAFF COSTS 7. BIRK
2014 2013
—ZT—-mF —T—=fF
HK$000 HK$'000
FET FET
Salaries, allowances and benefits in kind e RUEREENS 120,494 171,876
Bonuses 1E4 11,229 11,305
Retirement benefits scheme contributions RIKEFF B 8,310 11,324
Social security costs &R E KA 12,443 11,727
Employee share option benefits EEERERER 13,708 9,676
166,184 215,908
FINANCE COSTS 8. HMK#EA
2014 2013
—E—mF —E-=F
HK$000 HK$'000
FET FET
Interest on bank loans and overdrafts WITERRBZHE 10,228 4,382
Interest on convertible bonds (note 37) AIRRESFE (H:737) 163,231 94,996
Finance charges on obligations MEREEGE W BERE
under finance leases 15 3,044
Total interest expenses on financial WIEBRERIZANBETEL
liabilities not at fair value through TRBEZRNERAX
profit or loss 173,474 102,422
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

9. (LOSS)/PROFIT BEFORE TAXATION

9. PBRBiAI (BE) EF

2014 2013
—E-IF —T—=F
HK$000 HK$'000
FETT FET
The Group's (loss)/profit before taxation REBMBRF AT (EBE), %7
is stated after charging the following: REHAEBRA TSR :
Auditors’ remuneration % ELAD B &
— current year —ARFE 3,277 3,053
— (over-provision)/under-provision - BEFEE (BEREE)
in prior year BETE (14) 159
Allowance for impairment of RIZRR BB E
bad and doubtful debts - 45
Write-down on inventories 15 & #OR 4,775 =
Cost of inventories sold (note 24(b)) HEFEZKAR (Hit24(b)) 393,951 456,104
Research and development costs W 7T K B B Ak AR 2,161 7,803
Loss on disposal of property, HEMHE - BEREEZERE
plant and equipment 109 782
Depreciation and amortisation on IATIEB 29 & R#H
— property, plant and equipment /e
— owned assets —BEEE 40,931 59,825
— leased assets —HEEE 6,700 6,867
- prepaid lease payments on — 3 {5 AR 2 FE AR A9 R
land use rights 962 984
- intangible assets B EE 33,032 38,137
Operating lease rentals in respect of LNTEREZKEHERS
— office premises and warehouses —WAEMEREE 36,599 51,544
— machinery — 28 198 1,277
Exchange losses bE 518 3,019 400
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Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

10. DIRECTORS' REMUNERATION 10.

Directors’ remuneration for the year, disclosed pursuant to the

Listing Rules and Section 78 of Schedule 11 of the Hong Kong

Companies Ordinance (Cap. 622), which requires compliance

EEMe
AFEEEWSRELMBURES (RAE
BlY (56228 )M 11E7816 (KB FHETH
BB (RAEN)Y (F328)F161E)FEEM

with Section 161 of the predecessor Hong Kong Companies D
Ordinance (Cap. 32), is as follows:
2014 2013
—E-mF —T—=F
HK$'000 HK$000
FET FHET
Fees: e
Executive Directors HWITES 200 200
Independent Non-executive Directors BYENTES 600 600
800 800
Other emoluments for executive Directors: HI1TEE 2 EME £ -
Salaries, allowances and benefits in kind Fe RAREENZ 6,310 6,289
MPF contributions REEHNR 17 15
7,127 7,104
(a) Independent Non-executive Directors (a) BIAFHTEE
The fees paid to Independent Non-executive Directors were ENTREYIERTESTZHSOT :
as follows:
2014 2013
—E-NEF =T =<
HK$°000 HK$000
FET FET
YUEN Wai Ho bt & = 200 200
CHOW Siu Ngor BN E 200 200
LEE Ka Lun EX Y 200 200
600 600

There were no

other emoluments payable to the

Independent Non-executive Directors during the years. In

addition, no remuneration was 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 (2013: Nil).

RMEEE  BEELGENTHIZIENT

B - tesh

REEE Y T EE A

EAMEERMAREBRINAKZ EE
SEERAEE (D —=F &) -
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

10. DIRECTORS’ REMUNERATION (continued) 10. EEM< (H)
(b) Executive Directors (b) HITESE
Salaries, Retirement
allowances benefit
and benefits scheme Total
Fees in kind contributions emoluments
e R2ER EBIREF
wue BEAR sHEIH R & 4858
HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FHEIT FHET
2014 —E_mE
CHAN How Chung, Victor  [RZI2 - 6,310 17 6,327
BOO Chun Lon R B 200 = = 200
200 6,310 17 6,527
2013 —T—=4F
CHAN How Chung, Victor  [RZ12 - 6,289 15 6,304
BOO Chun Lon N 200 - - 200
200

There was no arrangement under which any Director
waived or agreed to waive any remuneration during the
years. In addition, no remuneration was 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
(2013: Nil).

1 1 8 REXLot Holdings Limited 25 #12 E R A7

6,289 15 6,504

RMEFEE WEAT S ERMEEEARE
SR BREEAME 2 B eI KAEH
I [ EE N ERBESERMAREH
HINAR 2 R A BERE (—F—=F:
&) o



11.

FIVE HIGHEST PAID INDIVIDUALS

Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

Of the five individuals with the highest emoluments in the

Group, one (2013: one) was a Director of the Company whose

emoluments were included in the disclosures in note 10 above.

The emoluments of the remaining four (2013: four) individuals

were as follows:

11.

EERSHFMAL
AEERERESFMALZTEE-—R(ZF
—=F:—R)ARANER HMEEHN LX
MEIOZEEER -EBpOE (ZT—=F:N0
B)ANLZBEMT

2014 2013
—E-mF —E—=fF
HK$'000 HK$'000
FET FET
Salaries, allowances and benefits in kind Fe RUEREEN= 6,894 6,329
MPF contributions BIEE XK 67 60
6,961 6,389
Their remuneration was within the following bands: BEZHEHEERDT :

2014 2013

—F-HNF —F—=
Number of Number of
employees employees
EEAH BB A
Nil to HK$1,000,000 £ % 1,000,000 7T = -
HK$1,000,001 — HK$1,500,000 1,000,001/% 7t = 1,500,000/ JT 1 2
HK$1,500,001 — HK$2,000,000 1,500,001/% 7c £2,000,000/%8 7T 2 1
HK$2,000,001 — HK$2,500,000 2,000,001 7T £2,500,0007%5 7T 1 1
4 4
In addition to the above, six (2013: seven) of the employees was BREXFMEN RERN RE(ZTE—=4:

granted share options of the Company during the year. Details

of the share options schemes are set out in note 32.

tR)EEERARA ZBEE - BB RES
B 2 FFIEEN P FE32 ©
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Notes to the Financial Statements (continued)

B R M RE ()

For the year ended 31 December 2014 HEZZT—WNF+_A=+—HIEFE

12. TAXATION 12. Bi1E

Hong Kong profits tax is made in the financial statements for
estimated assessable profits derived from Hong Kong for the
year at the tax rate of 16.5% (2013: Nil).

Two of the subsidiaries, Guangzhou Latech Technology Co Ltd
and Shenzhen Sinodata Technology Co Ltd, of the Group’s
lottery business in the PRC are entitled to a preferential income
tax rate of 15% as they are recognised as high technology
enterprises for the year ended 31 December 2014 (2013: 15%).

ERANBRIIRERNRE TR 2 G BRBE
MBI E165% (T —=F: B)RPHRX
e

EEMYZEBRETNTUAPRZRENB A
W23 B AR QAR ﬂwm,%;ﬂé%ﬂﬁi
MBRARZEISHERMEHE  REAAZS
ARBE-ZT—NF+-_A=+—HLEFE
RERBHBEMEX(ZT—=F:15%) °

In the current year, certain subsidiaries of the Group in the RAFE  AEBEETHBEMBE AR EZAE10%5k
PRC are entitled to a preferential income tax rate at 10% or 20% (ZZE—=F:125% )2 EBEEMBHE-
20% (2013: 12.5%). The applicable income tax rate for other AEFBHMPBEMBEARZERMEHER25%
subsidiaries of the Group in the PRC is 25% (2013: 25%). (ZE—=%:25%) °

The amount of taxation charged to the consolidated income RErE W= RN 2 BIEIE
statement represents:

2014 2013
—T-NF —E—=fF
HK$000 HK$°000
FET FET

Current tax: B AT IE -
Hong Kong profits tax BEMEB 155 =
PRC income tax RSB 28,840 35,208
Over-provision in respect of previous years i@ {E & [ B8 & & (2,880) (7,635)
26,115 27,573

Deferred tax: IRFETIA :
Deferred taxation relating to the origination BREEAL M BB TR =&~

and reversal of temporary differences BERIE (Mfi723)

(note 23) 4,890 46,916
Tl R BB EAE (M 7723)

Attributable to changes in tax rates

(note 23) (446) -
4,444 46,916
Taxation charge FRIE X H 30,559 74,489
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Notes to the Financial Statements (continued)

B 3% R R MY RE ()

For the year ended 31 December 2014 HEZZT—NFE+-_A=+—HIFE

12. BB\ (8)
AEBBRA (BE) EANZHREERR L2
HE (NERREAAERR (BE), /M2

12. TAXATION (continued)
The taxation on the Group's (loss)/profit before taxation differs
from the theoretical amount that would arise using the domestic

taxation rates applicable to (loss)/profit of the consolidated R RGE )Z%%ﬁﬁﬂ—l—
companies is as follows:
2014 2013
—E-NF T =%
HK$°000 HK$'000
FET FET
(Loss)/profit before taxation BRELAT (E8) 5T (141,541) 1,000,939
Taxation at the domestic income tax BRARMATEHE16.5%
rate of 16.5% (2013:16.5%) <f§f:¢:16‘5%)§+§2
BIE (23,354) 165,155
Tax effect of income not subject to taxation HBERMRBAZHBZE (2,509) (22,983)
Tax effect of expenses not deductible TAHBRAZ o RIBTE
for taxation purposes 161,673 21,502
Tax effect of utilisation of tax losses PANBEERRETE (1,910) (199)
Tax effect of temporary differences not AEREREZE I MELE
recognised 621 3,034
Tax effect of tax losses not recognised %ﬁ?ﬁm HEBBECHEYE 1,608 4,365
Tax effect of share of profits of hHEeEErERTNHEBELE
joint ventures (2,065) (1,108)
Effect of tax exemptions granted to FENBAREERERE 2 ZE
the PRC subsidiaries (98,622) (96,332)
Over-provision of current tax in F—EEENNEBEEE
previous year (2,880) (7,635)
Effect of different tax rates of subsidiaries REMAAEREEZHBRARZ
operating in other jurisdictions NGEESZ (1,557) 8,690
Change in opening deferred taxation BRAREZEH 5| R 2 FH)
balances resulting from changes in FEEF B GRS
applicable tax rates (446) -
Taxation charge HIEXZ W 30,559 74,489
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

13. DIVIDENDS 13. K&
2014 2013
—E-JNEF —E-=fF
HK$'000 HK$'000
FHETT FET
Interim dividend declared and paid of Bk &R B AR B TR
2.30 HK cents (2013: 1.70 HK cents) T i@ AR2.307%8 1l
per ordinary share (ZZE—=F1.70/81)
— Cash —1\4 165,369 70,318
— Scrip alternative — AR R 61,812 74,667
227,181 144,985
Proposed final dividend of 0.80 HK cent EEARHREGREEAR0.80/E
(2013: 1.88 HK cents) per ordinary share (ZZ—=%:1.88/1l) 79,680 168,644
306,861 313,629
For the interim dividend 2014, scrip dividend with cash R-T—MFFRHREM S REAERZURA

alternative was offered to shareholders. Shares issued during the
year 2014 on the shareholders’ election to receive shares are set
out in note 31.

The proposed final dividend, in scrip form with cash alternative,
for the year is subject to the approval of the Company's
shareholders at the forthcoming annual general meeting and has
not been recognised as a liability at the balance sheet date.

The final dividend of HK$174,633,000, which included
cash dividend of HK$125,649,000 and scrip dividend of
HK$48,984,000, for the financial year ended 31 December
2013 was approved during the year. The cash dividend and scrip
dividend were paid and allotted on 31 July 2014.
14. PROFIT FOR THE YEAR ATTRIBUTABLE TO EQUITY
SHAREHOLDERS OF THE COMPANY
The profit for the year attributable to equity shareholders of
the Company has been dealt with in the financial statements of
the Company to the extent of approximately HK$483,339,000
(2013: HK$476,594,000).
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REERERPERE (TERBURKE (HRE
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B FE 2 KB E174,633,000/% 0 E &
4B A125,649,000% T K B BX 5 Al A
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71 T RE A IR R B AG F R R
EFAEARR BB RE AR AR RREMN
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Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

15. (LOSS)/EARNINGS PER SHARE

(a)

(b)

Basic (loss)/earnings per share

The calculation of basic (loss)/earnings per share is
based on the Group's (loss)/profit attributable to equity
shareholders of the Company for the year divided by the
weighted average number of shares in issue during the

year.

15.

BR(ER) BR

(a)

BREX (BBR) BR

BREX (BR) BAHERADADERK
REGEAEEFE (BR) SEFRIAFR
BRI Z MEFHEAH -

2014 2013
—E-NF —T—=

(Loss)/profit attributable to equity RARERREEN (BE)

shareholders of the Company SH(FET)

(in thousand HK$) (103,692) 868,982
Weighted average number of BRTETRR 2 NEFESE

ordinary shares in issue (in thousand):  (Fpg) :
Issued ordinary shares at 1 January R—A—BZzEE&{TEEK 8,731,772 8,440,580
Effect of share options exercised and DITEERERD ERAl kR

convertible bonds converted BEE 8 528,640 62,707
Effect of shares repurchased B A% D 2 =2 & (21,082) (32,880)
Effect of allotment of scrip shares [ Eaw=N: &l 29,531 7,008
Weighted average number of ordinary W+=-—A=+—Hz L@k

shares at 31 December (in thousand) HNAE 8 (F %) 9,268,861 8,477,415

Basic (loss)/earnings per share

Diluted (loss)/earnings per share

The calculation of diluted (loss)/earnings per share is
based on the Group's (loss)/profit attributable to equity
shareholders of the Company and adjusted to reflect the
interest on the convertible bonds. The weighted average
number of ordinary shares used in the calculation is the
number of ordinary shares in issue during the year, as used
in the basic (loss)/earnings per share calculation, and the
weighted average number of ordinary shares assumed
to have been issued at no consideration on the deemed
exercise or conversion of all potentially dilutive ordinary
shares into ordinary shares of the Company.

Diluted loss per share for the year ended 31 December
2014 is same as the basic loss per share as both the share
options and the convertible bonds outstanding during the
year had an anti-dilutive effect on the basic loss per share.

FRER (BE) &7

(b)

(1.12) centsl 10.25 centsfll

SR#E (BB 27
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LTEkEA (Bt EERERN (BE) &
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HRBE-—Z-—NMFE+-A=+—HILF
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

15. (LOSS)/EARNINGS PER SHARE (continued)

(b) Diluted (loss)/earnings per share (continued)
Diluted earnings per share for the year ended 31 December

2013 was calculated as follow:

Profit for the year for the purpose of

basic earnings per share (in thousand HK$)
Effect of dilutive potential ordinary shares

(in thousand HK$)

— imputed interest on convertible bonds

Profit for the purpose of diluted earnings
per share (in thousand HK$)

Weighted average number of ordinary shares
for the purpose of basic earnings per share
(in thousand)

Effect of dilution — weighted average number of

ordinary shares (in thousand):
— exercise of share options
— conversion of convertible bonds

Weighted average number of ordinary shares

for the purpose of diluted earnings per share

(in thousand)

Diluted earnings per share

1 24 REXLot Holdings Limited 25 #12 E R A7

15. B8R (FB) BF (8)

(b) SR#EE (BB BA(E)
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FEEF (FIBT)
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SAEEREARRNMERZ ERBK

i (Th)

BEre - LRRNETFAR (TR) :
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Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

16. PROPERTY, PLANT AND EQUIPMENT 16. ¥ BERRE
The Group rEH
Furniture, Plant
Leasehold Leasehold Lottery  fixtures and and Motor
buildings improvements machines  equipment machinery vehicles Total
HENE Gl %8
HERT %8 ¥RE R%fE  BEREE RE Chi

HK$ 000 HKS 000 HK$ 000 HK$'000 HK$000 HK$'000 HK$'000
7T 7T 7T 7T TAT 7L 7L

Cost RA
At 1 January 2013 W-%-=6-F-H 24,369 39,132 161,485 40,439 136,094 14,989 416,508
Exchange realignment INEFZ 937 1,199 6,211 1483 3,696 531 14,057
Additions nE - 658 21,340 4,497 1427 376 34,298
Disposals and write off e i - (2,030) (122,890) (3,116) 6) (1,277) (129,319)
At 31 December 2013 and RZZ-ZF+ZA=+-HEk

1 January 2014 “Z-mE-F-H 25,306 38,959 66,146 43,303 147,211 14,619 335,544
Exchange realignment MEFE (633) (775) (1,654) (1,030) (2,658) (336) (7,086)
Additions nE 6,667 - 46,132 9,645 2,411 687 65,542
Disposals and write off e = = (1,313) (4,047) (8,840) (434) (14,634)
Deconsolidation of a subsidiary & 1FEA NE—-FHHEAR

(note 47) (Hi#47) - - - - (887) - (887)
At 31 December 2014 R-E-mE+-A=t-H 31,340 38,184 109,311 47,871 137,237 14,536 378,479
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

16. PROPERTY, PLANT AND EQUIPMENT (continued)

The Group (continued)

16. M%¥ HMERKRE ()
F&EE(E)

Furniture, Plant
Leasehold Leasehold Lottery  fixtures and and Motor
buildings  improvements machines  equipment machinery vehicles Total
HENE Gl %8
HERT %8 ¥RE R&fE  BEREE RE &t
HK$'000 HK$ 000 HK$ 000 HK$ 000 HKS 000 HK$000 HKS 000
TET TET TAT TAT TET AT TET
Accumulated depreciation 2iHE
At 1 January 2013 RZZ-=§-A-H 3,648 20,009 113,604 23,551 35,981 7,031 203,824
Exchange realignment INEFZ 140 664 4369 846 769 258 7,046
Charge for the year REEXH 565 8,475 30,709 4,898 19,695 2,350 66,692
Disposals and write off e i - (1,594) (122,890) (2,563) 6) (1,047) (128,100)
At 31 December 2013 and RZZ-Z+ZA=1+-HEk
1 January 2014 “T-mf¥-A-A 4,353 27,554 25,792 26,732 56,439 8,592 149,462
Exchange realignment MEFE (109) (581) (645) (625) (809) (199) (2,968)
Charge for the year REETM 551 4,226 16,384 6,616 17,691 2,163 47631
Disposals and write off e = = (1,313) (3,935) (6,216) (418) (11,882)
Deconsolidation of a subsidiary & 1FEA NE—-EHEAR
(note 47) (frit47) - - - - (23) - 23)
At 31 December 2014 RZZ2-mE+=A=t-H 4,795 31,199 40,218 28,788 67,082 10,138 182,220
Net book value REFE
At 31 December 2014 RZZ2-mE+=A=t-A 26,545 6,985 69,093 19,083 70,155 4,398 196,259
At 31 December 2013 RZE-=E+_A=t1-H 20,953 11,405 40,354 16,571 90,772 6,027 186,082

The net book value of a motor vehicle held under a finance lease
is approximately HK$160,000 (2013: HK$320,000) (note 38).

Plant and machinery with carrying value of HK$48,281,000
(2013: HK$56,227,000) are held under a sales and leaseback

agreement (note 38).

All leasehold buildings are situated outside Hong Kong and are

held under medium term leases. The ownership certificate of a

REBREREREZARAEZEMFENS
160,000 7T ( =& — =4 : 320,000/ 7T) (K

F38) o

BRM{E 548,281,000 T (Z & — =4
56,227,000 7T ) 2 R 5= K 1 25 4R 1% & 14 FH [ 175

#nH (MiE38) -

FrEERFHNNE B A E - WAR K+ H
HEHHA -BREEA3,897,0008 T (T —=

leasehold building with carrying value of HK$3,897,000 (2013:
Nil) has not yet been obtained.

1 2 6 REXLot Holdings Limited 25 #12 E R A7

FEIZHEBTZMARERFEDL -



Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

17. PREPAID LEASE PAYMENTS ON LAND USE RIGHTS 17. THERAEZEAFHEANTR
The Group rEH
2014 2013
ik —F—=
HK$000 HK$'000
FET FET
Cost 24N
At beginning of the year R E A 42,475 41,037
Exchange realignment HNEE B B (970) 1,438
Additions NE 11,618 -
At end of the year NGRS 53,123 42,475
Accumulated amortisation ZEtEes
At beginning of the year R E A 5,981 4,826
Exchange realignment AN 5 7 (137) 171
Amortisation for the year NEFEH 962 984
At end of the year NG 6,806 5,981
Net book value REFE
At end of the year NS 46,317 36,494

The Group’s interests in leasehold land and land use rights are
outside Hong Kong with medium term leases.

At 31 December 2014, bank loans of approximately
HK$87,500,000 (2013: HK$64,103,000) are secured on
leasehold buildings and land use rights for the carrying values
of approximately HK$19,878,000 (2013: HK$18,364,000) and
HK$34,699,000 (2013: HK$32,021,000) respectively (note 36).

AEEREEL MR IMERBEZESELNE
BN WREDHESRS -

RZZE—MNE+=-_A=Z+—H B&HY
87,500,000 L (=& — = 4 : 64,103,000/%
L) ZRITERAREMED 54 419,878,000
BILT(ZZF—=4:18,364,0008 1) &%
34,699,000 0 (=Z — =4 :32,021,000
BI)ZHEEFT R F AEERE (42
36) °
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

18. GOODWILL 18. &
2014 2013
—F-mF =
HK$'000 HK$'000
FHET FET
Cost 2
At 1 January m—HA—H 2,312,900 2,312,900
Arising on acquisition of a subsidiary WE—FMNBRARFEL
(note 45) (Htat45) 6,952 -
At 31 December ®R+=—A=+—8 2,319,852 2,312,900
Accumulated impairment losses 2t REBE
At 1 January m—H—H 40,000 20,000
Impairment losses BB E B 748,530 20,000
At 31 December R+t-—A=+—H”H 788,530 40,000
Carrying value at 31 December R+-ZBA=+—HZEHE 1,531,322 2,272,900

The carrying amount of goodwill represents the goodwill
arising from acquisition of investments in lottery business and is
included in the lottery business segment. The carrying amount

of goodwill was allocated to groups of cash-generating units as

follows:

AECEHERRBREERB CREMEL
ZEEB HAXRRBON -BEREETLRT
DA REEReELSEMAR:

2014 2013
—E—NF —T—=F
HK$'000 HK$000
FET FET
Sales of lottery machines and HEXERREMGRR

software system 1,026,795 1,026,795

Provision of paperless and REBEALCLSEFEEFTS
electronic lottery platform - 726,530
Multiple units without significant goodwill — IF # & K2 2 % (& & iz 504,527 519,575
Total BET 1,531,322 2,272,900

1 2 8 REXLot Holdings Limited 25 #12 E R A7




Notes to the Financial Statements (continued)

For the year ended 31 December 2014 #HZEZZ

18. GOODWILL (continued)

In accordance with the Group’s accounting policies, the Group
has assessed the recoverable amount of goodwill arising from
acquisition of investments in lottery business by reference to
the higher of cash-generating units’ value in use and fair value
less costs of disposal and determined that such goodwill has not
been impaired other than the cash-generating units mentioned
below. The calculations of value in use or fair value less costs
of disposal require the use of cash flow projections based on
financial budgets approved by the management covering the
operation periods of 5 years (2013: 5 years) or contractual
periods of 12 (2013: 10) years with pre-tax discount rates
ranging from 17.28% to 21.17% (2013: 15.45% to 19.57%)
per annum. The discount rates used reflect specific risks relating
to the businesses and the terminal value growth rate of 3%
(2013: 3%) is in line with the forecasts adopted by the lotteries
industry.

In the opinion of the management, the lotteries industry in
China will grow along with its economy in the coming decades
and remains as the main contribution to the good causes
which benefit the general public in China other than the cash-
generating units mentioned below, and is similar with the
lottery history of other countries of the World. As a major
participant in the lottery industry in the PRC over 5 years, the
Group possesses an in-depth knowledge of the industry. The
management believed that the projected cash flows based on
financial budgets/forecasts for periods by 5 or 12 years (2013: 5
or 10 years) are reliable.

As at 31 December 2014, the decrease in recoverable amount of
the cash-generating unit engaged in provision of paperless and
electronic lottery platform was mainly due to deconsolidation
of a subsidiary together with the uncertainty arising from the
promulgation of a Notice by the PRC regulatory authorities as
detailed in Note 51 to the consolidated financial statements.

18.

B 3% R R MY RE ()

—mE+=A=+—ALFE
mE (E)
BERAKEZEHABE AREE2RASESL

BUsFRAEBEERAABEREERAEA (MRS
ERE)FEANERYEEB 2 REMEER
BorAlEleE WETZHEWERE HT
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B EX AR BARBEEBEEHALRER
F(ZE—=ZF - 1F)EEBHKT+=2F (=
—=F:TF)ENPCUBEE WIREFEN
F17.28%F21.17% (ZFBE— =4 :15.45%%F
19.57% ) < FARTRR IR KRB ITHR SR ETER  FTE
AU RERMEEBEERA 2 FERE  M3%
T =F 3% ) ZKBEREDFERENT
¥ATEEB 28R -

EEERAE B TURESELBMN FEEE
TERRRBE T FHRLCERSILR - WiGHEE
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%?%Zﬁ%ﬂﬁw REBEKATBRZES
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Notes to the Financial Statements (continued)

B R M RE ()

For the year ended 31 December 2014 HEZZT—WNF+_A=+—HIEFE

18. GOODWILL (continued) 18. BHE (&)

The recoverable amount of this cash-generating unit was based
on fair value less costs of disposal which was measured using a
discounted cash flow technique. The fair value measurement of
the recoverable amount was categorised under level 3 of the fair
value hierarchy as described in Note 43(b) to the consolidated
financial statements. The key assumptions for the determination
of fair value less costs of disposal are those regarding the
discount rate, growth rate and suspension period of the internet
lottery distribution services will not be more than one year. Pre-
tax discount rate of 21.17% and terminal value growth rate of
3% had been used in the calculation of the recoverable amount.
The carrying amount of this cash-generating unit exceeded
its recoverable amount of HK$471,250,000. Accordingly,
impairment loss of HK$726,530,000 (2013: Nil) was recognised
during the year. As at 31 December 2013, the recoverable
amount of this cash-generating unit was determined based on
value in use calculations which was measured using a discounted
cash flow technique with pre-tax discount rate of 18.97% and
terminal value growth rate of 3%.

Furthermore, as at 31 December 2014, impairment losses of
HK$10,000,000 and HK$12,000,000 were recognised for two of
the Group's cash-generating units which are principally engaged
in provision of lottery machines and mobile value-added services
as the carrying amounts of these two cash-generating units
exceeded their recoverable amounts of HK$353,000,000 and
HK$207,125,000 respectively. Pre-tax discount rates of 17.28%
and 17.49% and terminal value growth rate of 3% had been
used in the calculation of the value in use of the cash-generating
units for provision of lottery machines and mobile value-added
services respectively.

As at 31 December 2013, the impairment losses of
HK$15,849,000 and HK$4,151,000 were recognised for the
two of the Group’s cash-generating units which are principally
engaged in lottery sales and distribution business and provision
of lottery machines as the carrying amounts of these two
cash-generating units exceeded their recoverable amounts of
HK$425,000 and HK$178,205,000 respectively. Pre-tax discount
rates of 15.45% and 19.57% and terminal value growth rate of
3% had been used in the calculation of the value in use of the
cash-generating units for lottery sales and distribution business
and provision of lottery machines respectively.

The values assigned to the key assumptions represent
management’s assessment of future trends in the lottery
industry and are based on historical data from both external and
internal sources. As the above cash-generating units have been
reduced to their recoverable amounts, any adverse change in
the assumptions used in the calculation of recoverable amounts
would result in further impairment losses.

1 30 REXLot Holdings Limited 25 #12 E R A7
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19. INTANGIBLE ASSETS

Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

19. BLEE

The Group rEH
Deferred
Computer  development Operating Long term
software cost right contracts Total
EHEM EBEERRAE geg RERHN &t
HK$'000 HK$000 HK$000 HK$'000 HK$ 000
TET FET FET FET FET
Cost A
At 1 January 2013 R-E—=F—f—H 48,861 18,566 86,173 172,840 326,440
Exchange realignment MNERE 1,879 714 3,314 6,648 12,555
Addition NE 1,807 = = = 1,807
At 31 December 2013 and 1 January 2014 ~ RZF—=F+ZA=+-HEk
—E-NE-A—H 52,547 19,280 89,487 179,488 340,802
Exchange realignment SNEHE (1,312) (482) (2,237) (4,488) (8,519)
Addition RE 3,246 = = = 3,246
Disposals and write off & R M (45,737) - - (175,000) (220,737)
At 31 December 2014 R=Z-mE+-A=+-H 8,744 18,798 87,250 - 114,792
Accumulated amortisation and RABHERAE
impairment
At 1 January 2013 RZZE-=%—fA—H 12,247 18,566 5,984 17,487 54,284
Exchange realignment MMERE 471 714 230 673 2,088
Charge for the year AEETH 5,063 = 14,915 18,159 38,137
At 31 December 2013 and 1 January 2014 ~ RZF—=F+ZA=1t—-HEk
—Z-mE-A—H 17,781 19,280 21,129 36,319 94,509
Exchange realignment INEFE (445) (482) (526) (909) (2,362)
Charge for the year KEETH 788 = 14,539 17,705 33,032
Impairment losses AEER - - - 121,885 121,885
Disposals and write off & R 58 (15,075) = = (175,000) (190,075)
At 31 December 2014 R-Z-NE+=A=+-H 3,049 18,798 35,142 - 56,989
Net book value REEE
At 31 December 2014 R-Z-ME+=-A=+-H 5,695 - 52,108 - 57,803
At 31 December 2013 RZZE-=+=A=+—A 34,766 - 68,358 143,169 246,293
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Notes to the Financial Statements (continued)

B R M RE ()

For the year ended 31 December 2014 HEZZT—WNF+_A=+—HIEFE

19. INTANGIBLE ASSETS (continued)
The Group (continued)
(a) The amortisation of operating right is included in cost of
sales; the amortisation of computer software and long
term contracts is included in administrative expenses.

(b) Computer software of carrying value of approximately
HK$5,695,000 (2013: HK$34,766,000) is the intangible
assets acquired and possessed by the lottery business.
The intangible assets have definite useful lives and are
amortised over their estimated useful lives of 2 to 10 years.

(c) Deferred development cost represents expenditure incurred
by the Group on development of computer software and
related technology for the lottery business of the Group
in order to meet with the market development and the
specific requirements of the lottery business and its
individual customers. The intangible assets have definite
useful lives and were amortised over their estimated useful
lives of 3 years. The intangible assets were fully amortised

in prior years.

(d) Operating right of carrying value of approximately
HK$52,108,000 (2013: HK$68,358,000) represents
expenditure incurred by the Group on obtaining an
operating right for supplying the system and equipment
in a lottery centre. The operating right contract has been
renegotiated in 2011 and expiry date has been extended to
20 July 2018. The operating right is amortised on a straight
line basis over 6 years starting from the year 2012.

1 32 REXLot Holdings Limited 25 #12 E R A7

19.
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19.

20.

Notes to the Financial Statements (continued)

INTANGIBLE ASSETS (continued)
The Group (continued)

(e)

The long term contracts of carrying value of Nil (2013:
HK$143,169,000) represented operating right contracts
acquired in business combinations in 2011 and were
measured initially at their fair values on the acquisition
date. These contracts had definite useful lives and were
amortised over their estimated useful lives of 5 to 10 years.
During the year ended 31 December 2014, the Directors of
the Company assessed the recoverable amount of the long
term contracts was lower than the carrying amount of the
long term contracts, full impairment loss was recognised
accordingly.

In accordance with the Group’s accounting policies, the Group

has assessed the recoverable amounts of operating right and

long term contracts based on the higher of its fair value less

costs of disposal and value in use calculations, which use cash

flow projections based on financial budgets approved by the

management covering the five years operation period of the

business with pre-tax discount rate is ranging from 17.28% to
21.17% (2013: 18.97% to 19.02%) per annum. The discount
rates used reflect specific risk relating to the business and the

terminal value growth rate of 3% (2013: 3%) is in line with the

forecasts adopted by the lottery industry.

B 3% R R MY RE ()

For the year ended 31 December 2014 #HZEZZ

—OF+—A=t—HLLFE

19. BEEE (&)

F&EBE (8)
(e) HREMBAZT (ZF—=%:143,169,000%
T ZERENER T ——F2ZXHEH

BRRASEZE

hBzRERA N VFRARKER
H AAEME -ZSANABEETRF
R AIAFRLE HFH#E -REBE

—OET_A=t—HLEE KXQF
BE=FEERHGNZATROSBERER

EE - WEEERREEE -

AERE AEBECREARE

Lt A R O PR (B A (AR B A )
SEREERERANZ TRESHE - EAER

HHE

WRERFEBLE
F17.28%E21.17% (T —=4:
19.02% ) 2 %% A Bh 3R =

DERAReREBEA ﬁ'd)%%“AEEETtt/E
S MBEE REEN
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KA E-FAER 2B =X

RREXBERZBERR 3% (ZF—=
Fi3%)ZXBRERERERDFTEXRTEMRAR
Z T8RN

INTERESTS IN JOINT VENTURES

20, REELEER

2014 2013
—E-NF —E—=F
HK$000 HK$'000
FET FET
Share of net assets of joint ventures: AMEEERFEEEFE
Balance as at 1 January R—A—BZ& 388,450 375,996
Share of profits of joint ventures ﬁfﬁé%ﬁ%mﬂ 12,518 6,713
Share of other comprehensive DEEERLERMEE
(expense)/income of joint ventures (AX) Mz (4,022) 5,741
Dividend received B AR S (12,394) -
Balance as at 31 December R+ZA=+—HBz&#% 384,552 388,450
Unlisted shares, at cost FE LA - IRAA 269,077 269,077
Amount due to a joint venture FERT— & & ERE 46,195 46,195
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Notes to the Financial Statements (continued)

B R M RE ()

For the year ended 31 December 2014 #HZEZZE

—mOFE+=—A=

20. INTERESTS IN JOINT VENTURES (continued)
(a) Interests in joint ventures at 31 December 2014 include (a)

goodwill of HK$122,396,000 (2013: HK$122,396,000).

(b) The amount due to a joint venture is unsecured, interest (b)
free and has no fixed terms of repayment. In the opinion of
the Directors, the amount due would not likely be repaid in
the following year and is therefore shown as non-current.

Details of the Group's interests in joint ventures, which are JiNE5S
accounted for using the equity method in the consolidated

financial statements, are as follows:

T—HRLEFE

20. RE#
%

R

%Eﬁ%zz 396,000; %i(
122,396,000/ 7T) °

oy
=)

?Q

MH F>

BN -—HAEZ2EERBEREER 28R
WEEFER ERRA EBHK
ARER R FER

ERA

H LS E IR B -

U BREREEREARZIAERRE
wHEBEHT:

Place of Principal Particulars of Effective
incorporation/ activities and issued/registered interest
Name registration place of operation and paid up capital held
EmMREL TEXBR B#T/EMK
=L a1 11 it B e BRERE EEAFEE FMEERED
Happy Sun Technologies Ltd British Virgin Islands  Investment holding 4 ordinary shares of 50%
RBRIHS in the PRC US$1 each
R B TIRE R ARBREBEIFTLZ
Rl
Success Trader Technologies Limited Hong Kong Investment holdings HK$10,000 50%
BEHBRERAA £V in the PRC 10,0007 7T
R BIETIREER
HEFBEEER ORI ARAA PRC Investment holding US$12,000,000 50%
] in the PRC 12,000,000 7T
R EETREZER
RYNEFB R ERBRA A PRC Investment holding RMB54,606,000 50%
el in the PRC AR #54,606,0007T
R B TR B R
Beijing Guard Libang Technology Co Ltd PRC Provision of systems and ~ RMB8&9,180,000 50%
ERXEANABERERAA H equipment in the lottery AR #89,180,0007T

1 34 REXLot Holdings Limited 25 #12 E R A7

market in the PRC
e B ET
RUERFRZE



20.

Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

INTERESTS IN JOINT VENTURES (continued) 20. REELE o EE (F)
The Group's share of the results of its joint ventures (in REESMHAERE (FEENTEERZE
aggregate for all individually insignificant joint ventures), its BRI )2 EXE BEERBENAT:

aggregated assets and liabilities, are as follows:

2014 2013
—E-mEF —E—=fF
HK$'000 HK$'000
FET F&ET
Group's effective interest AEB 2 ERER 50% 50%
Revenue WA 152,798 139,468
Profit from continuing operations REFBELSLEERZHEH 25,036 13,427
Other comprehensive (expense)/income Hiz2m () W& (8,045) 11,481
Total comprehensive income 2 =B 16,991 24,908
Group's share of total AEEShEE =L
comprehensive income 8,496 12,454
Dividend received from a joint venture El—HeErERE 12,394 =
Non-current assets ERBEE 359,374 295,328
Current assets mENE E 199,477 281,341
Current liabilities mBAaE 34,540 44,561
Equity 12 524,311 532,108
Group's share of joint ventures’ equity AEBHMEELERER 262,156 266,054
Goodwill G5k 122,396 122,396
Carrying amount in the consolidated RERE M S mak < REE
financial statements 384,552 388,450
There are no contingent liabilities relating to the Group's interest WEEAASEREGELE 2 EEm 2 AEE
in the joint ventures, and no contingent liabilities of the joint BECERGNEXAEE-

ventures themselves.
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

20. INTERESTS IN JOINT VENTURES (continued) 20.

At 31 December 2014, the Group's share of joint ventures’

future aggregate minimum lease payments under non-

cancellable operating leases are payable as follows:

REELEER (F)

R-ZE-—WF+-A=+—H AEEIHEAE
CERBIAURHELEMEERMN 2 KK KER

W RIS

2014 2013
—E—mF —T-=F
HK$'000 HK$'000
FET FET
Land and buildings T R AEF
Within one year —F A 547 642
In the second to fifth year inclusive FE_EZERF (RIEEEMST) - 527
547 1,169
21. INTERESTS IN SUBSIDIARIES 21. RB AR 2R
The Company
AT

2014 2013
—E-—MmF —E—=%F
HK$'000 HK$'000
FHET FET
Unlisted share, at cost JE ET A iR AR 291,309 291,309
Impairment losses WEEE (127,000) (127,000)
164,309 164,309
Amounts due from subsidiaries FE WS B A & 5RIE 6,589,180 4,438,344
Allowance for impairment of doubtful debts 5 B il (& # #& (929,415) (81,000)
5,659,765 4,357,344
5,824,074 4,521,653
Amount due from a subsidiary fE W — R B A R RIAE 1,500,000 600,000
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21.

Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

INTERESTS IN SUBSIDIARIES (continued)

Amounts due from subsidiaries are unsecured, interest free and
have no fixed term of repayment. In the opinion of the Directors,
the amounts of approximately HK$6,589,180,000 (2013:
HK$4,438,344,000) will not be repayable within 12 months of
the balance sheet date and accordingly are classified as non-
current. The remaining amount of HK1,500,000,000 (2013:
HK$600,000,000) is repayable on demand.

The amounts due from subsidiaries of approximately
HK$1,449,691,000 (2013: HK$109,732,000) were impaired. The
amount of allowance for impairment was HK$929,415,000 as at
31 December 2014 (2013: HK$81,000,000). It is assessed that
a portion of these receivables is expected to be recovered. All
other balances of amounts due from subsidiaries are neither past
due nor impaired.

The movements on the allowance for impairment of doubtful
debts are as follows:

21.

RTBAR z &= (&)

KRB ARRBEREERR 2B RLEIET
B -EERA  46,589,180,000E T (= F
— =% :4,438,344,0008 t) 2 BB T g R
EERBENREAREE AsEAERS-
# T 4 %1,500,000,0008 T ( Z 8 — = 4:
600,000,000/ 7T ) BIZ BRKEE -

JiE U BfT B A B R IE 491,449,691,0008 7T (=&
—=%:109,732,000/8 L) ERE R=Z—MQN
F+ZA=1+—AZREREA929,415,000
BT (T —=%:81,000,000/ 7T ) - K14
% TEH—EHo KB UE T E i E
WM B AR RIEESRI ARG INERE-

REREBEH2EZIHMOT

The Company

NN

2014 2013

—E-mEF =2i—=
HK$000 HK$'000
FET FAT
At 1 January n—HA—H 81,000 66,000
Impairment losses recognised EHRREEE 848,415 15,000
At 31 December R+=ZA=+—H 929,415 81,000
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

22. AVAILABLE-FOR-SALE FINANCIAL ASSETS 22, AHEEHEE
The Group
rEH
2014 2013
—E-mE —E—=F
HK$'000 HK$'000
FHETT FET
Unlisted investments, at cost FEEMRE - IRAA

Balance at 1 January R—A—Bz&# 34,000 44,000
Exchange realignment HNEE 8 B (962) -
Investment refund & &R % - (10,000)

Deconsolidated subsidiary (note a) (note 47) B4 IL#RE& AR B A )
(Krata) (H1it47) 38,462 -
Addition of investment (note a) B E (Hita) 5,682 =
Balance at 31 December R+=—ZA=+—Hz2&% 77,182 34,000

Notes:

As set out in note 4B, the Group did not have the control or
significant influence over the PRC Company and it had been
deconsolidated from the consolidated financial statements of the
Group as at 1 January 2014. Accordingly, the PRC Company with
investment cost amounting to HK$38,462,000 has therefore been
recognised by the Group as an available-for-sale financial asset
since then. Further investment in this investee company was made
during the year.

The other unlisted investment represents the Group’s cost of
investment in a private enterprise fund established in the mainland
China. At 31 December 2014, the Group owned 18.3% (2013:
18.3%) of the paid-in capital of the investee. The Directors of
the Company consider the principal activity of the investee is
investment holding.

The unlisted investments are measured at cost less impairment

losses, if any, at the balance sheet date because the range of

reaso

nable fair value estimates is so significant that the Directors

of the Company are of the opinion that their fair value cannot

be measured reliably. The Group does not intend to dispose of

them

138 rex

in the near future.

Lot Holdings Limited fH/ZR #AZAER A R

At

AN BT EEABRT#K - AN 5% [ B % B A A 3 M )
BITEEATEN WERT—NFEF-—A—B2Z
AEESAPBRERE LG ARZTEAF -
Rt - 1R & KANE38,462,0008 T2 Z T B AR A
HEAEEERRAAIRELESREE - FAER
FREXRENBEE-—FRE -

Hip3k EMRERAEER —HETRBEAKT
ZIANGCEESZBRERA - R_F—F+_4
=t—RB AEEBRAZEXKRERRBAELRZ
183% (ZE—=%:183% ) - AARAIEERR
FREXRERAZETEXBRIREER

HRIFLETREZABAANEMRTHBEERE &~
RABFRRAREAEMFTEEARE UL
FLETRENEERZKARNNGERERERE (10
B2 -AKBEESNOHBELE-



23. DEFERRED TAXATION
The Group

(a)

Notes to the Financial Statements (continued)

B 3% R oR M RE

(&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

Deferred tax assets/(liabilities) recognised

23. EEBIIR
rEE
(a) ERZELHEELE (BE)

Fair value
adjustments on
prepaid lease
payments on
land use rights

and buildings Other taxable
on business Revaluation temporary
combinations of properties differences Total
REBEH#E
RIbERER
BFzRAEY
FRAEZ Hit ERB
MRERE EfNE ERHER CH)
HK$ 000 HK$ 000 HK$ 000 HK$000
FHET FET FHET FHET
At 1 January 2013 R-E—=F—F—H (640) (3,966) (95,663) (100,269)
Exchange realignment JME AR = (152) (441) (593)
Charged to the consolidated TR EWRRNZH (Hi212)
income statement (note 12) - - (46,916) (46,916)
At 31 December 2013 and RZE-—=F+-A=t—-HEk
1 January 2014 —T-NF—-R—H (640) (4,118) (143,020) (147,778)
Exchange realignment ShEE F8 2 - 103 850 953
Attributable to changes in HEZHHEN
tax rates = = 446 446
Charged to the consolidated T aWaARNZHE (Mit12)
income statement (note 12) - - (4,890) (4,890)
At 31 December 2014 R=-Z2-mE+=A=t-AH (640) (4,015) (146,614) (151,269)

For the purpose of balance sheet presentation, certain
deferred tax assets/(liabilities) have been offset. The
following is the analysis of deferred tax balances shown in

the consolidated balance sheet:

ERZBEERBAEBROMTAOT

REEREXRZIME A TELEREASR
E/ (BB EREH 2INGREES

2014 2013

—E—gF —E—=
HK$°000 HK$'000
FET FrET
Deferred tax liabilities EERIBE G (151,269) (148,219)
Deferred tax assets RERIBE E - 441
(151,269) (147,778)
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

23. DEFERRED TAXATION (continued) 23. BEBIIE (&)
The Group (continued) TEE (&)
(b) Deferred tax assets/(liabilities) have not been recognised in b) TABRNUNTEHERRELEHBEBEE
respect of the following items: (BE):
2014 2013
—E-NF —E—=F
HK$'000 HK$'000
FET FET
Taxable temporary differences ERBERER
— accelerated tax depreciation —MEBIERE (360) (2,307)
Deductible temporary differences AHMRERER
— decelerated tax depreciation —RRBIRFTE 1,097 1,452
- others —H 4,824 11,443
Tax losses T IA e 98,878 154,655
104,439 165,243
Notes: Wt -

(i) The deductible temporary differences do not expire under the
current tax legislation.

(i)  Tax losses of approximately HK$63,449,000 (2013:
HK$108,742,000) arising from the Group's lottery business
in the PRC will expire in the fifth year commencing from the
year the loss incurred whereas tax losses of approximately
HK$35,429,000 (2013: HK$45,913,000) arising from the
Group's other subsidiaries in Hong Kong do not expire under
the current tax legislation.

The Company

The Company had no temporary differences as at 31 December
2014 (2013: Nil).
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(i)

BRERITBE ATNRERERL T2 3

BEBRITRE AEERPEZERER
FTEE 4 2 Tl 1A E5 18 4963,449,000/8 7T (=%
— =1 :108,742,000/6 L) S B ELBIBF
ERABRAFTIY MASERESEZ b
B /B8 A R P EE £ 2 TR IB S 18 4935,429,000/%
T (ZZF—=%:45913,0008 L) L~ €
ZHf -



24.

INVENTORIES

(a)

Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

Inventories in the consolidated balance sheet comprise:

24. FE
(@) FINGALEEABRZEFERE:

The Group
rEE

2014 2013
—2-mE —E=F
HK$'000 HK$'000
FET FET
Raw materials R R 127,915 120,073
Work-in-progress & m 9,558 16,644
Finished goods 25K mm 5,183 14,598
142,656 151,315

The analysis of the amount of inventories recognised as

(b) HRBRXLFAREEERZFEHR

expense and included in the Group's profit or loss is as DA :
follows:
The Group
AEE
2014 2013
—E-NF —ET—=
HK$000 HK$'000
FET FET
Cost of inventories sold (note 9) HETFEZKA (#i19) 393,951 456,104
Cost of services provided R RIS 2 B A 54,320 125,673
Cost of sales/services rendered HE RHEIRTS Z B A 448,271 581,777
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

25. TRADE RECEIVABLES 25. EWE S IRM
The Group rEH
The Group
TEE
2014 2013
—E-OF —T-=F
HK$'000 HK$'000
FET FEoT
Loan interest receivable EWE ZF A = 149
Trade receivables — Lottery business EREZIER-—FRER 916,772 1,114,433
916,772 1,114,582

The Directors consider that the carrying amounts of trade
receivables approximate to their fair values. The Group generally
grants credit periods of 90 to 270 days (2013: 90 to 180 days)
to its trade customers.

As at 31 December 2013, trade receivables approximately

HK$6,553,000 were pledged to a bank to secure general
banking facilities granted to the Group.
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BERA BURESERFZEEEREEARER
B AKE—BRETESEFIORE270K (=
T—=F:90KE180K)ZZEH-

R-_E—=F+-A=+—0 EKESIERY
6,553,000 T E A F — MR LEIEARE
EERZ —RIRTHME -



25.

TRADE RECEIVABLES (continued)

The Group (continued)

The ageing analysis of loan interest receivable and trade
receivables — Lottery business is as follows:

Notes to the Financial Statements (continued)

Bt %%

BRME (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

25. EWE SR
REE(E)

BT

W E FRA B K W E 5 R —

= (&)

As at 31 December 2014
R-E-NE+=-A=+—H

Trade

receivables

Loan interest - Lottery
receivable business Total

EWEZ RN -
FERERFE KRER &t
HK$'000 HK$'000 HK$000
FET FET FET
Three months or less =EAKAT - 439,375 439,375
One year or less but over three months —FHUATE=ZEANE - 462,807 462,807
Over one year —FE - 14,590 14,590
= 916,772 916,772

As at 31 December 2013
RZZE—=F+ZA=+—H

Trade

receivables

Loan interest - Lottery
receivable business Total

FEWE 5B —
FE B TS FEEK =H
HK$'000 HK$°000 HK$'000
FET FET TFHET
Three months or less =@AKNUT = 616,783 616,783
One year or less but over three months —FHATE=@ANKE - 479,036 479,036
Over one year —FE 149 18,614 18,763

149

1,114,433 1,114,582
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

25. TRADE RECEIVABLES (continued)

As at 31 December 2014, trade receivables of approximately
HK$2,290,000 (2013: HK$14,485,000) were impaired. The
amount of the allowance for impairment was approximately
HK$1,551,000 at 31 December 2014 (2013: HK$13,727,000). It
is assessed that a small portion of these receivables is expected

to be recovered. The ageing of these impaired receivables is as

25. BWES KRN (&)

RZZE—WE+=A=+—H" 492,290,000/
T (=T — =4 :14,485,0008 L) 2 ERE 5
EARORE - R-_TE—NFEF+-_A=+—8"
BB H A1,551,0008 T (=
13,727,000/ 7T) - & 51 &% - EH/ N5 2 UK
FRIBE#E AT UL - 3% 5 B R (B FE U ERIE 2 BR R 40

F-=4:

follows: ™
2014 2013
—2-mEF —E—=F
HK$000 HK$'000
FET FET

One year or less but over three months BE—FHATE=@AMN L
past due - -
Over one year past due BE—F Ik 2,290 14,485
2,290 14,485

As at 31 December 2014, trade receivables of approximately
HK$3,736,000 (2013: HK$14,502,000) were past due but not
impaired. These related to a number of independent customers
for whom there is no recent history of default. The ageing of

RZZ—WF+=A=+—H" 43,736,000
T (ZZF—=%:14,502,000870) 2 [EKE 5
IR E @B ARRE  ZERBTS R Z B
MR REBRZBYRF - ZSRKRFIBZER

these receivables is as follows: BRANE :
2014 2013
—ET-F —T—=F
HK$000 HK$000
FET FET
Three months or less past due BER =8 A s AT 96 8,046

One year or less but over three months BE—FHATE=EAN L

past due 155 161
Over one year past due BHE—F A 3,485 6,295
3,736 14,502

In the opinion of the Directors, all of the other trade receivables

are neither past due nor impaired.
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25.

26.

27.

Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

TRADE RECEIVABLES (continued) 25.

Movements on the allowance for impairment of bad and

doubtful debts are as follows:

FEWE 5 BRMA (F)
REBFRBREHEFEZLSHOT

2014 2013

—E-OF —E-=F

HK$000 HK$'000

FET FET

At 1 January ®n—A—H 13,727 13,668
Exchange realignment HNEE B B (40) 59
Uncollectible amount written off S RN N E R (12,136) =
At 31 December ®R+=-—A=+—8 1,551 13,727

Amounts charged to the allowance account are generally written
off when there is no expectation of recovering additional cash.
The Group does not hold any collateral as security.

UTILITY AND OTHER DEPOSITS 26.

Utility and other deposits represent the deposits paid for the
rollout of lottery business operation including rental, machines
and equipment, projects and related utility deposits.

In the opinion of the Directors, all utility and other deposits are
neither past due nor impaired.

RE A RN Z 7R — RN T8 8 S Al e @ &8 o
ReBME AEEYESAEMNERRIERE
&

NRAEEREMES
AAEEREMEESEARRYEZBE MM
S BEEE #BERERE HAREBL
REZERE -

EZRA MBRARSEREEMESHREH
IR R(E

PREPAYMENTS AND OTHER RECEIVABLES 27. FESFOR K H o W KIR
The Group The Company
AEH PN
2014 2013 2014 2013
—E2-MmF —E-=F —E-mF —Z-=F
HK$000 HK$000 HK$000 HK$'000
FE T TET FE T TR
Prepayments and other receivables 8% 8 I H ft & UG 77 0B 2,125,177

At the balance sheet dates, the above balances represent
prepayments made to suppliers, lottery project related
prepayments, staff advances and other receivables.

947,155 25 2

REEE B - Ll 45 8R3E 7 B R Y 2 T8GR
B ¥ERBEEBSRE BETRREEME
Y 3R IA -
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

27. PREPAYMENTS AND OTHER RECEIVABLES (continued)
As at 31 December 2014, other receivables of approximately
HK$1,027,000 (2013: HK$12,653,000) were impaired. As at 31
December 2014, the amount of the allowance for impairment
was approximately HK$940,000 (2013: HK$12,433,000). The
individually impaired receivables mainly related to those which
were in financial difficulties and management assessed that only

a small portion of the receivables is expected to be recovered.

In the opinion of the Directors, the remaining other receivables
are neither past due nor impaired.

Movements on the allowance for impairment of bad and

doubtful debts are as follows:

27.

FEAREREMERKE (&)
MW-_Z—WE+-_A=+—8 HtEWHSE
f #91,027,00008 70 (=2 — =4 :12,653,000
BTIERE - R_Z—NF+_A=Z+—
H R E B4 5940,0008 T (—E— =4
12,433,000 70) © & B H B8 B 2 FE WG IE £
EHBAMREGR mEBEEEETG BHI
a] U [B] /)N 5B 3 U B IE o

EERA BT EEERES RS
WE -

RERBERBEHNOT

The Group
rEH

2014 2013
—E-NF —ET—=F
HK$°000 HK$'000
FET FET
At 1 January R—H—H 12,433 12,179
Exchange realignment HNEE 8 B (184) 338
Impairment recognised BRI E - 45
Uncollectible amount written off 8 A BT W 2] 2 RE (11,309) (129)
At 31 December R+=—A=+—8 940 12,433
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Notes to the Financial Statements (continued)

B 3% R R MY RE ()

For the year ended 31 December 2014 HEZZT—NFE+-_A=+—HIFE

28. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT
OR LOSS

28.

BRBESEAAEFEZEREE

The Group
rEH
2014 2013
—E-NF —E—=F
HK$'000 HK$'000
FHET FET
Listed securities held for trading: BEFEBEZLEMES
Market value of equity securities listed in BALTRAZS 2TE
Hong Kong 53,102 18,850

The fair value of all equity securities is based on their current bid
prices in an active market.

Financial assets at fair value through profit or loss are presented
within the section of operating activities as part of changes in
working capital in the statement of cash flows.

Changes in fair value of financial assets at fair value through
profit or loss are recorded in other gains, net in the consolidated

income statement (note 5).

MERAES Z AREDRES BB AIRIER
mizBAEHE-

BREEREBRAREFAEZEMEENRSRE
RAREEH M2 JE2EESEE ¥

BBABRGEREAREHNEZEREEZANE
B ER A W R AL 8 AR H M IR F R (/f/nf5)

29. CASH AND BANK BALANCES 29. RERBITHER
The Group The Company
rEE PN
2014 2013 2014 2013
—E-MmE ZT—=F —E-mEF —E—=F
HK$'000 HK$000 HK$'000 HK$'000
FET FET FET FET
Cash at banks RITHE

— general accounts —— KRR 1,284,405 1,143,710 42,666 49,319
- segregated accounts —BIUKF 332 336 = =
Cash in hand FERS 8,295 2,220 4,500 -

1,293,032

1,146,266 47,166 49,319
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

29. CASH AND BANK BALANCES (continued) 29. BEeRIBITHH (E)
Cash and bank balances include the following amounts TR RRITESRT  BETINUERARRES
denominated in currencies other than the Company’s functional BATAINEESE 2 K

currency, HK dollars:

The Group
rEH
2014 2013
—E-mF —T—=F
‘000 ‘000
FT Fr
Euro BT 5 5
UsS dollars ET 18,012 12
Renminbi AR 767,964 720,849
Cash and cash equivalents include the following for the purpose HEERERERME HekRLEEYRIE
of the consolidated statement of cash flows: T &I :
The Group
rEE

2014 2013

—E-NF —T—=
HK$000 HK$'000
FET FET
Cash in hand FHLRS 8,295 2,220
Cash at banks — general accounts wITREe——KER 1,284,405 1,143,710
1,292,700 1,145,930
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Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

30. NON-CASH TRANSACTION

31.

During the year, HK$618,100,000 (2013: Nil) in principal
amount of convertible bonds was converted into 1,049,436,773
(2013: Nil) ordinary shares of HK$0.01 each in the share capital
of the Company.

During the year, 58,195,540 new ordinary shares were issued
at HK$0.8417 per share in respect of the final dividend for the
year ended 31 December 2013 and 82,570,203 new ordinary
shares were issued at HK$0.7486 per share in respect of the
interim dividend for the six months ended 30 June 2014 as scrip
dividend.

During the year ended 31 December 2013, 116,266,729 new
ordinary shares were issued at HK$0.6422 per share as scrip
dividend.

30. kRERF

FR AL %618,100,0008 L (- T — =4
M)A MRESEE I A1,049,436,773K
(ZE—=F:8)FARARAFEFREE0.01
Bz EBR-

FRARBRBE_T—=ZF+_A=1+—
BILEEFEZ2 AR EIZFR0.8417B LT
58,195,540 FT LAY URRBE T —NF
NA=ZTHLEAREAZFHRSIZETR0.7486
ST E1782,570,203 T LB EAR B

T/\ ®

REBEE-_ZT—=F+_A=+—BIFE A2
AL BR%0.6422/8 0817116,266,7298 1 & i
R ERBRBERMD -

SHARE CAPITAL 31. BA&
Number
of shares Amount
KRB A S8
‘000 HK$'000
FHR FET
Ordinary shares of HK$0.01 each BREEOIB T ZEER
Authorised: EE
At 1 January 2013, 31 December 2013 and R=-ZT—=F—H—H"
31 December 2014 —E—=F+-A=+—H~K
—E-mMFEF+=ZA=+—H 20,000,000 200,000
Issued and fully paid: ERTRAR:
At 1 January 2013 R=ZZE—=F—H—H 8,440,580 84,406
Repurchase of shares (a) & 81 B% 17 (a) (61,075) (611)
Exercise of share options (b) 1T 8 AR #E (b) 236,000 2,360
Issue of shares in lieu of cash dividends (c) BIROARBERESKRE(Q 116,267 1,163
At 31 December 2013 R—_FE—=F+=-A=+—H 8,731,772 87,318
Repurchase of shares (a) B8 [B A% 12 (a) (67,950) (680)
Exercise of share options (b) 1718 FE R #E (b) 106,000 1,060
Issue of shares in lieu of cash dividends (c) EITRMARBHAEEZRKE() 140,766 1,408
Issue of shares upon conversion of B 8 AT A AR (F 5 B 3T AR 19 (d)
convertible bonds (d) 1,049,437 10,494
At 31 December 2014 R-Z-EOE+=A=+—H 9,960,025 99,600
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

31. SHARE CAPITAL (continued) 31. BRAR (&)

(a)

During the year, the Company repurchased 67,950,000
(2013: 61,075,000) shares from the market at the price
ranging from HK$0.780 to HK$0.800 (2013: HK$0.490 to
HK$0.590) per share for a total consideration (including
expenses) of approximately HK$54,037,000 (2013:
HK$32,491,000). The repurchased shares were cancelled
and accordingly the issued share capital of the Company
was reduced by the nominal value of these shares. An
amount equivalent to the par value of the shares cancelled
of approximately HK$680,000 (2013: HK$611,000) was
transferred from retained profits to the capital redemption
reserve. The premium and expenses paid on the repurchase
of these shares were charged to share premium of
HK$53,357,000 (2013: HK$31,880,000).

During the year, 106,000,000 (2013: 236,000,000)
share options were exercised by the eligible option
holders at their respective exercise prices for a total
cash consideration of HK$113,080,000 (2013:
HK$133,054,000), resulting in an issue of 106,000,000
(2013: 236,000,000) new ordinary shares of HK$0.01
each.

On 31 July 2014, 58,195,540 new ordinary shares were
allotted and issued at HK$0.8417 per share in respect of
the final dividend for the year ended 31 December 2013.
On 28 August 2014, the board of Directors declared an
interim dividend of 2.30 HK cents per share for the six
months ended 30 June 2014. The shareholders were
provided with an option to receive the interim dividend
in form of scrip dividend. On 10 December 2014,
82,570,203 new ordinary shares were allotted and issued
at HK$0.7486 per share in respect of the interim dividend
for the six months ended 30 June 2014. On 10 December
2013, 116,266,729 new ordinary shares were issued at
HK$0.6422 per share in respect of the interim dividend for
the six months ended 30 June 2013.

During the year, one of the convertible bonds
with principal amounts of HK$282,800,000 and
HK$335,300,000 were converted into 471,333,329
and 578,103,444 ordinary shares of HK$0.01 each of
the Company at the conversion prices of HK$0.60 and
HK$0.58 per share, respectively.

All new ordinary shares issued during the year rank pari passu in

all respects with the existing shares.
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(a)

FA-ARARBMEHEE67,950,000/%
(ZZE—=%:61,075,000/%) & 17 - B 1%
NFEHR0.7808 L E£0.800F L (= F
— = :0.4908 L F0.590/ L) 2 A - 42
REH A54,037,0008 T (—Z T — =4
32,491,000%70) (REMRAS) - EEREZ
B BAERES  ANRECETIRARM R
EZEROzEBE —EHEREFTHER
DEEH H680,0008 T (T —=4F:
611,000 ) @ BEBARBHENE RS
BAERFEHE RBELZSRO VKRG G
Bk 2 B & E KX A53,357,0007%
7L (—Z—=4:31,880,000/87T) °

£ R 106,000,000p (=& — =Z4:
236,000,000 ) B A& & 1§
BEREFBEAKRBBITEETE:
#“IELKREA113,080,000/8 T (=
T — =4:133,054,000/87T) EMm
% 17106,000,000/% (=& — = 4 :
236,000,0000% ) & AR EEO0.01 T 2 ¥ &
AR -

A

HN?
\

T—mNFELtA=t+—B A2ARE
TE—=F+-_A=+—HItEEZ
REIIE B 42 & 1%0.841778 Ju Bt % K 31T
58,195,540 E@MR - N =T —WFN
A=Z+N\B EZg5RBEE-_FT—NF
ANA=TBHIEAEAZREBKREER2.30
Pl o AR 5R AT 3% DA B AR 19 A2 = U B R
HRE - R—_E—HmNFE+=_A+H AR
AREBEE=E—WFAAA=+THIEAEA
2 R HER R B % 5 080.748678 I B B K& B
182,570,203 EBR -R =T —=4F
+TZA+H ARAREE_ZT—=FA
=+ HIEAERZFHRBIEFTR0.6422
B ILE17116,266,7290% F1 E@ A% o

FE RN AK4£ %E282,800,000%8 5t &
335,300,000/ w2 A R & H E & K
0.60/%8 T X B R%0.58% o 2 B (E 5 58
1 5471,333,329/% }2578,103,4448 K A
A ERMEE0.0EB T LB -

FABTZAAHEBRRES T HHERFRK
NEERFMAL-



Notes to the Financial Statements (continued)

For the year ended 31 December 2014 #HZEZZ

32. SHARE OPTION SCHEME

On 22 November 2002, the Company adopted a share
option scheme (the “2002 Scheme"”) which, unless otherwise
terminated, will remain valid and effective for a period of 10
years from 22 November 2002.

At the annual general meeting of the Company held on 28
June 2012, the Company adopted a new share option scheme
(the “2012 Scheme”) in place of the 2002 Scheme. Upon the
2012 Scheme becoming unconditional and effective on 5 July
2012, the 2002 Scheme was terminated on the same date.
Nevertheless, share options granted under the 2002 Scheme
prior to its termination shall continue to be valid and exercisable
in accordance with their terms of issue.

2012 Scheme

The purpose of the 2012 Scheme is to enable the Company
to grant options to eligible participants as incentives and/or
rewards for their contribution to, and continuing efforts to
promote the interests of, the Group.

According the 2012 Scheme, the Board may grant options to the
eligible participants as defined in the 2012 Scheme to subscribe
for such number of shares as the Board may determine. Options
granted should be accepted within 30 days from the date of
the letter of grant. Upon acceptance of the options, the grantee
shall pay HK$1.00 to the Company by way of consideration
for the grant. Subject to the terms of the 2012 Scheme and
all applicable laws, the Board has the power to determine the
period within which payments or calls must or may be made.

The exercise price of options shall be determined by the Board,
which shall be at least the highest of (i) the closing price of
the shares as stated in the daily quotations sheet of the Stock
Exchange on the date of the grant, which must be a business
day; (ii) the average closing price of the shares as stated in
the daily quotations sheets of the Stock Exchange for the five
business days immediately preceding the date of the grant; and
(iii) the nominal value of a share.

32.

B 3% R R MY RE ()

—OF+—A=t—HLLFE

BREE

RZTBE_F+—A=Z+=ZH FRAAEMN—IR

i 1% %‘Jr% (22T ZF58]) BRIESTH
BRAB-ZZE_F+—AZ+TZBEFTHF

W-ra R AR e

RARBRE-_ZE-——"FXA-TNBEITZER
@iﬁ@i’ﬁ“ﬂ%%*ﬁ%%%%ﬁ%U*
T—_F5E]) UBRRZZET_F53-
?-:iﬁaﬁ_g—_itﬂﬁﬁﬁﬁﬁw
HRERE — T _FHECRBABELL-A
- R-EE-FFHILLR RE-T2-F
SRR B SS AR B AR AT
BT IATTE

e L

CE - —FHEBAEGEAQAAMAAKLHE
ATEHERE (FARSHASEMELZE
REABRARNEBFZAEL Z TEE N2 8
B X% Sk o

RIBF-F—_F58 EFEUR_F—_F5

EMAEZEERSEATRLBAE L‘A?”%
EFeMETEE 2RD ROZBRERS

B B EH30 F W&%WL’&%WE%H%EHW

BABARAR TS‘ZHLOO?’%?ET’E?%Z%%E%%%

ZRE-Z_F——FHA 2GR EABEERZE

fi?ﬁ%ﬁﬁi EEgAREENRIBANRMBA
AT RE MR Z AR -

BREz2OEERESEET A2/ THZ
ReE: (NELAH (LASEXER)BRM
tE#&F%‘%Fﬁi&HxTﬁZHﬁZmF (iR EE R H
B Hi A0 L fE & % BB R P E B IRE R RN
ZFBWHE Rk ZEE -

Annual Report 2014 —Z— U4 1 5 1



Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

32.

SHARE OPTION SCHEME (continued)

2012 Scheme (continued)

The maximum number of shares which may be issued upon the
exercise of all options to be granted under the 2012 Scheme
and any other share option scheme(s) of the Company must not
exceed 10% of the issued share capital of the Company on the
date of approval and adoption of the 2012 Scheme provided
that the Company may at any time seek approval from its
shareholders to refresh the limit to 10% of the shares in issue as
at the date of approval by the shareholders in general meeting
where such limit is refreshed. Options previously granted under
any share option schemes of the Company (including those
outstanding, cancelled, lapsed in accordance with such schemes
or exercised options) will not be counted for the purpose of
calculating the limit as refreshed.

The total number of shares issued and which may fall to be
issued upon exercise of the options granted under the 2012
Scheme and any other share option scheme(s) of the Company
(including exercised, cancelled and outstanding options) to each
eligible participant in any 12-month period up to and including
the date of grant shall not exceed 1% of the shares in issue as
at the date of grant unless such grant has been duly approved
by ordinary resolution of the shareholders of the Company
in general meeting at which the relevant eligible participant
and his associates abstained from voting. Options granted to
substantial shareholders or independent non-executive directors
or any of their respective associates in any 12-month period in
excess of 0.1% of the Company’s issued share capital on the
date of grant or with a value in excess of HK$5,000,000 must be
approved in advance by the Company’s shareholders.

The period during which an option may be exercised will be
determined by the Board at its absolute discretion, save that no
options can be exercised more than 10 years after it has been
granted. There is no general requirement that an option must
be held for any minimum period before it can be exercised. The
2012 Scheme will expire on 28 June 2022.
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32.

BRREE (8)

—E-—F5E(8)

EITERIE T — ZF T8 kAR AT E A
BREGEFEE ZmEEREMI BT ZRG
HEHER NEBAMERRER T ——F:tE
EAAQARDBEITRAZI0% AR E A FEE
BRI EB LFREFBETARRABREKX
R AERUAEE R ZEHTRMHZI10% -
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32.

Notes to the Financial Statements (continued)

For the year ended 31 December 2014 #HZEZZ

SHARE OPTION SCHEME (continued)

2002 Scheme

The 2002 Scheme was adopted for the purpose of enabling the
Group to grant share options to executives and employees of the
Group and other persons who have made contributions to the
Group as incentives and/or rewards for their contributions to the

Company or its subsidiaries.

According to the 2002 Scheme, the Board may grant share
options to the eligible participants as defined in the 2002
Scheme to subscribe for such number of shares as the Board
may determine. Share options granted should be accepted
within 30 days from the date of offer. Upon acceptance of the
share options, the grantee shall pay HK$1.00 to the Company by
way of consideration for the grant.

The exercise price of share options shall be determined by the
Board, save that such price will not be less than 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, which
must be a business day; (b) the average of the closing prices of
the shares as stated in the Stock Exchange’s daily quotations
sheet for the five business days immediately preceding the date
of grant, and (c) the nominal value of a share.

The maximum number of shares which may be issued upon
exercise of all share options to be granted under the 2002
Scheme and any other share option scheme(s) of the Company
must not exceed 10% of the issued share capital of the
Company on the date of approval and adoption of the 2002
Scheme provided that the Company may at any time seek
approval from its shareholders to refresh the limit to 10% of the
shares in issue as at the date of approval by the shareholders
in general meeting where such limit is refreshed. Share options
previously granted under any share option scheme(s) of the
Company (including those outstanding, cancelled, lapsed in
accordance with such schemes or exercised share options)
will not be counted for the purpose of calculating the limit as
refreshed.
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

32. SHARE OPTION SCHEME (continued) 32. BRERE(8)

The total number of shares issued and which may fall to be
issued upon exercise of the share options granted under the
2002 Scheme and any other share option scheme(s) of the
Company (including exercised, cancelled and outstanding share
options) to each eligible participant in any 12-month period up
to and including the date of grant shall not exceed 1% of the
shares in issue as at the date of grant. Share options granted to
substantial shareholders or independent Non-executive Directors
in excess of 0.1% of the Company’s issued share capital on the
date of grant or with a value in excess of HK$5 million must be
approved in advance by the Company’s shareholders.

The period during which share options may be exercised will be
determined by the Board at its absolute discretion, save that no
share options can be exercised more than 10 years after they
have been granted. There is no general requirement that share
options must be held for any minimum period before they can
be exercised. The 2002 Scheme was terminated on 5 July 2012.

The following table discloses movements in the 2002 Scheme
and 2012 Scheme:

During the year ended 31 December 2014:

REBZERBERLBRERSBITEMWI2@EAR -
HITERIE T ZF T8 kAR AT & A
BRESEL 2ERE (REBTHE - B ¥
REKRITEZBRE) MERTRABEITTEA
BR2BATZROBE  TEBBR L BRE
EAZEBITRMOZ1% HMAEZEREXBT
FRTEERHBALARAREBEAHPZE
TR A 20.1%3k (& B #8 15,000,000 7T 2 I8
AR AE - BIZE ST S RN R R R AL A o

BRETEHSHESE2RET  ERIBR
R EHE10F RN TRERE AR TLE
RETRAMCGAREBREZ&ZEHMR - —TF
—HFHEER=FE—ZFtARBAKIL-

TREE_ZZ_FFFIR_FT - _F5E 2

#eh
2

RRE-F-ME+-A=t+—BLERE:

Number of share options (000)

BREHE (717)
Date of Exercise Outstanding Granted Exercised Lapsed Outstanding
offer to price per Exercisable at during during during at
Grantees grant options share period 01.01.2014 the year the year the year  31.12.2014
i
IS “2-0F
2-mf t=A
BHBRE 5H ) -A-8 ) =+-§
BREA ZHRA 1@ T AT ERRH FRITE FRER W AT
HKS (Note i)
AT (Hiti)
Employees 04.02.2013 0.680 05.02.2013 - 03.02.2015 6,000 - (6,000) - -
B8
07.01.2014 1.090 13.01.2014 - 06.01.2016 - 102,000 (100,000) - 2,000
27.06.2014 0.910 15.07.2014 - 26.06.2016 - 160,000 - - 160,000
6,000 262,000 (106,000) - 162,000
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Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

32. SHARE OPTION SCHEME (continued)
During the year ended 31 December 2013:

32. BRESTE (B)
REBE-T——#F#+-_A=-+—ALEE:

Number of share options (000)

BREZR (7/7)
Date of Exercise Outstanding Granted Exercised Lapsed Outstanding
offer to price per Exercisable at during during during at
Grantees grant options share period 01.01.2013 the year the year theyear  31.12.2013
S —B-Zf
~B-ZF TZA
RUBRE -B-AH =
REA EHRY BRARKE ki3] i RTE FRRM FRTE FREM eI
HKS (Note (i)
AT (Wit)
Employees 17.06.2011 0.734 20.06.2011 - 16.06.2013 96,000 - - (96,000) -
E&

08.11.2011 0.554 23.11.2011 - 07.11.2013 15,000 - (15,000) - -
04.02.2013 0.680 05.02.2013 - 03.02.2015 - 59,000 (53,000) - 6,000
09.09.2013 0.528 11.09.2013 - 08.09.2015 - 168,000 (168,000) - -
111,000 227,000 (236,000) (96,000) 6,000

Notes: k=3
(i) The closing price of the share immediately before the dates of (i) EEREEREZNES (- —MF—At
offer to grant options on 7 January 2014 and 27 June 2014 was BR=ZZT—WFAZTEH)RZRGETE

HK$1.080 and HK$0.880 respectively. 2 5Bl A1.0807# 7t }20.880/# 7T, ©

(i) The closing price of the share immediately before the dates of (i) EERHEREZNEH (I =FT—=F_"AN

offer to grant options on 4 February 2013 and 9 September
2013 was HK$0.680 and HK$0.530 respectively.

BE—ZE—=FNANR)ZEHKTED 5
#%0.6807% JT %.0.530/ T ©
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

32. SHARE OPTION SCHEME (continued)

32. BRESTE (B)

(a) Details of share options exercised during the year: (a) FRITHEBREFESE:
2014 2013
—E-mEF —F-zf
Market value
Exercise per share at Proceeds Number of Proceeds Number of
Exercise date g 4! price  exercise date received  share options received share options
fi£R
e ShRHE CWHEHRE BREEE CUMETE BRERA
HKS HKS HK$'000 ‘000 HK$ 000 000
BT BT FEr B FET 4
08.01.2013 t0 07.11.2013 “T-=f-ANBZE 0.554  0.660 - 0.800
E—=%+—-AtA - - 8310 15,000
06.02.2013 to 13.11.2013 ZEZA~AE 0.680  0.680-0.770
E—=f£+—-f+=H - - 36,040 53,000
26.09.2013 t0 17.12.2013 FNAZtRBE 0.528  0.560 - 0.920
E—=—F+-fA+tA - - 88,704 168,000
08.01.2014 to 10.02.2014 —Z-mE-ANEZE 0.680  1.130-1.170
“Z-ME¥=-A+AH 4,080 6,000 - -
14.01.2014 to 06.03.2014 “E-RmE-ATHEAZE 1.090  1.090-1.170
—Z-ME=AKA 109,000 100,000 - -
113,080 106,000 133,054 236,000
The weighted average share price at the date of exercise FRITERBRENITERBE 2 MEFHRE
for share options exercised during the year was HK$1.124 BERIN24B T (ZE—=F:0.701/%
(2013: HK$0.701) per share. JC) °©
(b) The number and weighted average exercise prices of (b) BREZHBRMEFLGITEE
share options
Movements in the number of share options outstanding MARTEBREBREEHREBEHEMET
and their related weighted average exercise prices are as HITEERAT :
follows:
2014 2013
—Z-mF —T-=F
Average Average
exercise price Number of exercise price Number of
per share share options per share share options
gk Bk
FHTREE BREHE FHIEE B A
HK$ ‘000 HKS ‘000
BT FH BT T
Outstanding at 1 January R—A—BRAIE 0.68 6,000 0.710 111,000
Granted BEL 0.98 262,000 0.640 227,000
Exercised BATfE 1.067 (106,000) 0.564 (236,000)
Lapsed BRM - - 0.734 (96,000)
Outstanding and exercisable at ~ RTZA=+—BHRITHER
31 December Bk 0.912
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Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

32. SHARE OPTION SCHEME (continued)

(b)

(9

The number and weighted average exercise prices of
share options (continued)

The options outstanding at 31 December 2014 had
exercise price of ranging from HK$0.910 to HK$1.090
(2013: HK$0.680) and a weighted average remaining
contractual life of 1.48 years (2013: 1.09 years). No option
was cancelled during the years 2014 and 2013.

The exercise in full of the outstanding 162,000,000 (2013:
6,000,000) share options at 31 December 2014 would,
under the present capital structure of the Company, result
in the issue of 162,000,000 (2013: 6,000,000) additional
shares for a total cash consideration, before expenses, of
approximately HK$147,780,000 (2013: HK$4,080,000).

32. BRESTE (B)
(b) BREZHERMNEFYTEE(E)

RZZE—WNE+_A=+—BER1TEZ
BB iE 2 1TEE N T0.9108 7L £1.090/5
L (ZE—=%:0.680/870) * fn#EFH
BTAHNEHRB148FE (T — =4
1.09F) e ZE—WER T —=FRI#&
FEEE T B AR AE

REARAB R ZERRE BETER
—E—NE+—_A=+—BHEXRTEZ
162,000,00013 (=Z — = : 6,000,000
) RS E B3 97162,000,0008% (=
T — =4 :6,000,0000% ) EBINK (D 4B 3R
S RER BRI A4 A147,780,000%
7T (ZZ— =4 :4,080,000& T ) °

Fair value of share options and assumptions (0 BEREAABREBR
During the year, 262,000,000 (2013: 227,000,000) options F R 262,000,000 (=F—=%:
were granted and are fully vested immediately. The 227,000,00017 ) 5 B& # B 5% i 3 BN B 7B 2K
estimated fair value of the options granted in 2014 was BN _E-—NERE 2 ERELAAE
approximately HK$13,708,000 (2013: HK$9,676,000). a4 /513,708,0008 L (=T — = F:
9,676,000/ 0 ) °
The fair value is calculated using the Black-Scholes option ARBEDERAM R —FRAMEEEE
pricing model. The weighted average inputs into the model B E KA 2 METFHBABNT :
were as follows:
Share options granted
EREBRE
Date of Date of Date of Date of
offer to offer to offer to offer to
grant options grant options grant options grant options
07.01.2014 27.06.2014 04.02.2013 09.09.2013
RiBRE R R R R R BB
E3 =R ENAH ENAH EHAH
“E-MF —E-lmE —E-=% —E-=%
—AtH AA=ttA —AMWmA NARB
Share price BB HK$1.0907 7T HK$0.910/ 1T HK$0.6807 7T HK$0.520/ 1
Exercise price 1B HK$1.0907% 7T HK$0.9107% 7T HK$0.6807% 7T HK$0.5287% 7T
Expected volatility B IR 39.930% 54.404% 42.023% 41.480%
Expected option life (in year) EHERESRR (RF:T) 0.16 0.25 0.01-0.50 0.25-0.50
Risk-free rate BB A 0.10% 0.09% 0.019 - 0.130% 0.150 - 0.200%
Dividend yield g = 2.33% 437% 2.53% 4.75%
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

32. SHARE OPTION SCHEME (continued)

(0

Fair value of share options and assumptions
(continued)

The expected volatility was determined by using the
historical volatility of the Company's share price over the
previous 260 days. The expected life used in the model has
been adjusted, based on the managements’ estimate, for
the effects of non transferability, exercise restrictions and

behavioral considerations.

The Company recognised share-based payment of
approximately HK$13,708,000 (2013: HK$9,676,000)
during the year.

33. RESERVES

(a)

The Group

The amounts 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 page 64 of
the financial statements.
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For the year ended 31 December 2014 #HEZZT—NF+-_A=+—HILFE

33. RESERVES (continued) 33. fEE(E)

(b) The Company (b) &AF
Capital Convertible Share-based Proposed
Share  redemption bonds  payment Contributed  Retained final
Premium reserve reserve reserve surplus profits dividend Total
EXEE TEE  ARGXM £ |
RAEE e EERE FEZRE BABRR REEA KBRS i
HK$ 000 HK$ 000 HK$ 000 HK$'000 HK$ 000 HK$'000 HK$000 HK$'000
FET FET FET FET FET FET FET FET
At 1 January 2013 W-%-Z%-A-H 2,998,627 1,734 212,388 6,751 199,605 300,080 65,146 3,784,331
Profit for the year EEE - - - - - 476,594 - 476,594
Issue of new shares BOHBRG 130,694 = = = = = = 130,694
Recognition of share option BRAAERIBRERHN
benefits at fair value - - - 9,676 - - - 9,676
Repurchase of shares BRI (31,880) 611 - - - (611) - (31,880)
Transfer to share premium on REERENSEZERHEE
exercise of share options 9,958 - - (9,958) - - - -
Lapse of share options BRI K = = = (6,123) = 6,123 =
2012 proposed final dividend paid “E-ZEERNBERERE - - - - - (39) (65,146) (65,185)
Interim dividend (note 13) & Eﬁﬁx@ (Hi#13) 73,504 - - - - (144,985 - (711,48
2013 proposed final dividend (note 73) =
- - - - - (168,644) 168,644 -
At 31 December 2013 and “E-ZEtZA=t-HR
1 January 2014 “T-NmE-A-H 3,180,903 2,345 212,388 346 199,605 468,518 168,644 4,232,749
Profit for the year ERET - - - - - 483339 - 483,339
Issue of new shares BITHRG 112,020 = = = = = = 112,020
Recognition of share option BRAAERIBRERHN
benefits at fair value - - - 13,708 - - - 13,708
Repurchase of shares BERH (53,357) 680 - - - (680) - (53,357)
Transfer to share premium on REERENSEERGEE
exercise of share options 5,651 - - (5,651) - - - -
Issue of shares upon conversion of REATARBHFRETRG
convertible bonds 647,768 - (94,079) - - - - 553,689
Convertible bonds - equity component, AT EH &= HH
net of transaction costs (note 37) \}umzm (Wit37) - - 29,730 - - - - 29,730
2013 proposed final dividend paid ZERRAEARSBRE
(note 13) (/;/7&/3/ 48,401 - - - - (5,989) (168,644) (126,232)
Interim dividend (note 13) PARE (Mrat13) 60,987 - - - - (21781) - (166,194)
2014 proposed final dividend (note 13) —E-NEBRZRHKEE
(Wit13) - - - - - (79,680) 79,680 -
At 31 December 2014 RZB-HE+=A=1+-H 4,002,373 3,025 415,039 8,403 199,605 638,327 79,680 5,346,452
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MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

33. RESERVES (continued) 33
(c) Nature and purposes of the reserves
(i)  Share premium
The application of the share premium account is
governed by section 40 of the Bermuda Companies
Act 1981 Bermuda.

(ii) Capital redemption reserve
Capital redemption reserve arises from the reduction
of the nominal value of the issued capital of the
Company upon the cancellation of the repurchased
shares.

(iii) Convertible bonds reserve
Convertible bonds reserve represents the amount
allocated to the equity component of convertible
bonds issued by the Company recognised in
accordance with the accounting policy adopted for
convertible bonds in note 2(q).

(iv) Share-based payment reserve
The share-based payment reserve represents the
fair value of the actual or estimated number of
unexercised share options granted to employees of
the Company recognised in accordance with the
accounting policy adopted for share based payments
in note 2(r)(iii).

(v) Exchange translation reserve
The exchange translation reserve comprises all foreign
exchange differences arising from the translation
of the financial statements of foreign operations.
The reserve is dealt with in accordance with the
accounting policy in note 2(v).

(vi) Contributed surplus

The contributed surplus of the Company as at 31
December 2014 represents the difference between
the consolidated net assets of REXCAPITAL Financial
Group Limited at the date when its shares were
acquired by the Company, and the nominal amount
of the Company’s shares issued for the acquisition,
less dividends paid in 2000.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2014 HEZZT—NFE+-_A=+—HIFE

33. RESERVES (continued)

(d)

Distribution of reserves

Under the Company Act 1981 of Bermuda (as amended),
the contributed surplus account of the Company is
available for distribution. However, the Company cannot
declare or pay a dividend, or make a distribution out of the

contributed surplus, if:

(i) the Company is, or would after the payment be,
unable to pay its liabilities as they become due; or

(ii)  the realisable value of the Company's assets would

33. #EB (&)

(d)

2k fE

RIE-NAN—FBREQXFDE (BER])
RRBZBABBIKTIAHED K o AT
BFEATER MARBTA T IRHIK R
RS RRBMARBRIEL DK :

(i) ARBREBEHRZNFKIREHRER
EEISRENEAR X

pe X 5

0|
n

(i) ARARBEZAEREEMELH D

thereby be less than the aggregate of its liabilities REBRREEBITRARKNG &E
and its issued share capital and the share premium ReEstetEe
account.
In the opinion of the Directors, the Company’s reserves ERB ARFARBEERIHS IR TR
available for distribution to shareholders as at the balance %ZE% woT
sheet date were as follows:
2014 2013
—ZET-mF —E—=F
HK$'000 HK$'000
FET FET
Contributed surplus A& 199,605 199,605
Retained profits R B & 638,327 468,518
837,932 668,123
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For the year ended 31 December 2014 #HZEZZE

—OFt+-A=t—HLFE

34. TRADE PAYABLES 3. BNESZERN
The Group
rER
2014 2013
—E-@mE —E-=F
HK$'000 HK$'000
FHETT FHETT
Other client payables FEREME RN 314 314
Trade payables — Lottery business ERNEIER-—FEEB 26,557 23,146
26,871 23,460

Other client payables were repayable on demand and bore

interest at prevailing market rates.

No ageing analysis was disclosed for other client payables as,

in the opinion of the Directors, the ageing analysis did not give

additional value in view of the nature of business.

Trade payables are expected to be settled within one year or are

repayable on demand.

The Directors consider that the carrying amount of trade

payables approximate to their fair values.

The ageing analysis of the Group's trade payables — Lottery

business is as follows:

JERTE A P R FVBE R E R E R
ﬂj -

il
=4
I
b
@)

=)

REZRREREBEE REOIMEED
7( Ittlﬁﬁ&.ﬁfgﬁ,ﬁ\ﬁﬂ%ﬁﬁﬁ R BRER D
1

ENESERERAR —FAXNRARERE

= ©

BE=ZRA ENEZERZEEEEERAEM

4

it

o

AEBRNESRA - FREXEB KRR A0
T

2014 2013

—2-mEF —T—=F

HK$°000 HK$'000

FET FET

Three months or less =fAAsKAT 26,040 22,060
Over three months =Z@AAMNUE 517 1,086
26,557 23,146
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36.

Notes to the Financial Statements (continued)

OTHER PAYABLES AND ACCRUALS

B 3% R R MY RE ()

For the year ended 31 December 2014 HEZZT—NFE+-_A=+—HIFE
35. HtfE RIER B FIE
REENARRE Z B A A RIA R ES KRR

Other payables and accruals of the Group and the Company are
expected to be settled or recognised as income within one year
or are repayable on demand.

The Directors consider that the carrying amounts of other
payables and accruals of the Group and the Company

approximate to their fair values.

HR—FAREEXERARRARBAREREE-

SARBEZEEERERAA

A B KRR F 2z B R FRIR
SREMEE-

BANK BORROWINGS 36. RITEE
The Group
rEHE
2014 2013
—E-mF —T—=F
HK$'000 HK$°000
FET FHET
Bank loans RITER

— secured and due within one year —BER RN —F A2 H 87,500 70,656

The bank loans are repayable within one year or when the
facility is withdrawn. These borrowings are used to finance the

lottery business of the Group.

At 31 December 2014, bank loans of approximately
HK$87,500,000 (2013: HK$64,103,000) are secured by the
leasehold buildings and land use rights (notes 16 and 17). At
31 December 2013, bank loans of approximately HK$6,553,000

were secured by the trade receivables (note 25) of the Group.

The effective interest rates on the Group's borrowings are equal

to contractual interest rates.

The Directors consider that the fair values of borrowings at the

balance sheet date approximate to their carrying amounts.

RITERBARN —FAXNEEROREE - ZEFE
EREREEYREBZATES -

R-—ZT—mME+=-HA=+—H" 487,500,000

BT (=ZF—=4:64,103,0008 T) 2 £ 1T

,\TJ\MTEi%E‘T*&iﬂEffFHTE(/{/7375&77)

ERBE - R=_FT—=F+=_A=+—8 4

6,553 ooo;‘%ﬁ:ZfE/‘%*ﬂMZK%@Z%WE%
BESR (H15t25) {EHK 4R

AEEBEZERMNEAERGOAN K-

BERAERZ AR EEEREEMN
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For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

36. BANK BORROWINGS (continued) 36.

Bank borrowings include the following amount denominated in

a currency other than the Company’s functional currency, HK

RITEE (B)
RITIEE B TIIAKR R R E M E T LASN
E¥HIE 2 508

dollars:
2014 2013
—2-mE —T—=
‘000 ‘000
FT For
Renminbi AR 70,000 55,112

37. CONVERTIBLE BONDS
(i) CB2019

On 9 April 2014, the Company entered into a subscription

agreement to issue up to HK$1,900,000,000 principal

amount of 4.5% convertible bonds due in 2019.
On 17 April 2014, the issue of principal amounts
of HK$1,200,000,000 of the convertible bonds and
HK$400,000,000 of the convertible bonds pursuant
to an option under the subscription agreement being
exercised in full before the closing date of the option was
completed (the “Firm & Option Bonds 2019”). On 8 July
2014, the issue of HK$300,000,000 in principal amount
of the convertible bonds to Kingly Profits Corporation was
completed pursuant the subscription agreement (the “VC
Bonds 2019”, and together with Firm & Option Bonds
2019, the “CB2019").

Each bond of CB2019 will, at the option of the holder
("“Bondholders”),
redeemed, converted or purchased and cancelled) on or
after 27 May 2014 up to and including 7 April 2019 into
fully paid ordinary shares of the Company with a par value

be convertible (unless previously

of HK$0.01 each at a conversion price (the “Conversion
Price”) of HK$1.407 per share, subject to adjustments in
accordance with the terms and conditions of the CB2019
agreement as a result of dilutive events.

The CB2019 were issued at an initial conversion price of
HK$1.407 per share. As a result of the interim dividend
for the six months ended 30 June 2014, pursuant to the
conditions of the CB2019 agreement, the conversion price
of the CB2019, had been adjusted from HK$1.407 to
HK$1.390 per share with effect from 31 October 2014.
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For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

37. CONVERTIBLE BONDS (continued)

(i)

CB2016

On 21 September 2011, the Company entered into a
subscription agreement to issue up to HK$1,040,200,000
principal amount of 6% convertible bonds due in 2016.
On 28 September 2011, the issue of principal amount of
HK$816,900,000 of the convertible bonds was completed
(the "Firm Bonds”). On 7 November 2011, the issue of
principal amount of HK$70,000,000 of the convertible
bonds was completed pursuant to an option under the
subscription agreement being partially exercised before
the closing date of the option (the “Option Bonds”).
On 28 November 2011, the issue of HK$77,800,000 in
principal amount of the convertible bonds to Kingly Profits
Corporation was completed pursuant to the subscription
agreement (the “VC Bonds”, together with the Firm Bonds
and Option Bonds, the “Existing Bonds").

On 3 September 2012, the Company entered into a
subscription agreement to issue up to HK$429,000,000
principal amount of 6% convertible bonds due in 2016.
On 13 September 2012, the issue of principal amount of
HK$312,000,000 of the convertible bonds was completed
(the “New Underwritten Bonds”). On 19 October 2012,
the issue of principal amount of HK$78,000,000 of
convertible bonds was completed pursuant to an option
under the subscription agreement being exercised in
full before the closing date of the option (the “New
Option Bonds”). On 13 November 2012, the issue of
HK$39,000,000 in principal amount of the convertible
bonds to Kingly Profits Corporation was completed
pursuant to the subscription agreement (the “New VC
Bonds”, and together with the New Underwritten Bonds
and New Option Bonds, the “New Bonds”).

The New Bonds have the same terms and conditions as the
Existing Bonds (the Existing Bonds and together with the
New Bonds, the “CB2016"), in all respects except for the
issue date and issue price which is 109.5% of the principal
amount and will be consolidated and form a single series
with the Existing Bonds and vote together as one series on
all matters with respect to the Existing Bonds.

37. RKRES (H)

(i)

—E-XEURRES
RZE——FNAZ+—H KRQFRIFIALR
B WBTR-ZZE—AFIH K8
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177X % %6 /5816,900,0005% 7T 2 o] #4 % f&
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37. CONVERTIBLE BONDS (continued)

—mOFE+=—A=

T—HRLEFE

(i)

CB2016 (continued)

Each bond of CB2016 will,
(“Bondholders™),
redeemed, converted or purchased and cancelled) on or

at the option of the holder
be convertible (unless previously

after 8 November 2011 up to and including 18 September
2016 into fully paid ordinary shares of the Company with
a par value of HK$0.01 each at a conversion price (the
“Conversion Price”) of HK$0.57 per share, subject to
adjustments in accordance with the terms and conditions
of the CB2016 agreement as a result of dilutive events.

The CB2016 were issued at an initial conversion price of
HK$0.6175 per share. As a result of the final dividend
for the year ended 31 December 2012 and 2013 and the
interim dividend for the six months ended 30 June 2013
and 2014, pursuant to the conditions of the CB2016
agreement, the conversion price of the CB2016, had been
adjusted from HK$0.6175 to HK$0.61 per share, from
HK$0.61 to HK$0.60, from HK$0.60 to HK$0.58 and from
HK$0.58 to HK$0.57 per share with effect from 19 June
2013, 31 October 2013, 19 June 2014 and 31 October
2014 respectively.

Kingly Profits Corporation is a company indirectly wholly-owned

by Mr. Chan How Chung, Victor, a director and substantial

shareholder of the Company. The issue of the VC Bonds
2019, the New VC Bonds and the VC Bonds to Kingly Profits
Corporation constituted a non-exempt connected transaction
under Chapter 14A of the Listing Rules.

The CB2016 and the CB2019 (the “Bonds”) are both listed on
Singapore Exchange Limited.
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37. CONVERTIBLE BONDS (continued)
The redemption terms of the Bonds are as follows:

(a)

(b)

(o)

Redemption at maturity

Unless previously redeemed, converted, or purchased and
cancelled, CB2016 and CB2019 will be redeemed on 28
September 2016 and 17 April 2019 respectively at their
principal amount together with accrued but unpaid interest
thereon.

Redemption at the option of the Company

The Company may at any time after 28 September 2014
and prior to 28 September 2016 redeem in whole or in
part, the CB2016 and after 17 April 2017 and prior to 17
April 2019 redeem in whole or in part, the CB2019 for the
time being outstanding at their principal amount together
with interest accrued to the date fixed for redemption,
provided that the closing price of the Company’s shares for
any 20 consecutive trading days, the last of which occurs
not more than five trading days prior to the date on which
notice of such redemption is published, was at least 130%
of the prevailing Conversion Price; or

If at any time at least 90% of the aggregate principal
amount of the Bonds has already been converted,
redeemed or purchased and cancelled, then the Company
shall have the option to redeem in whole, but not in part,
of the outstanding Bonds at their principal amount as at
such date together with interest accrued to such date.

Redemption at the option of the Bondholders

The Company will, at the option of any of the
Bondholders, redeem all or some of the Bondholders’
CB2016 and CB2019 on 28 September 2014 and 17 April
2017 respectively at their principal amount together with
interest accrued to such date.

The Company will also, at the option of any of the
Bondholders, redeem all or some of the Bonds at their
principal amount as at such date together with interest
accrued to the relevant date for redemption when there
is a change of control of the Company, or when the
Company's shares cease to be listed or admitted to
trading or suspended for trading for a period equal to or
exceeding 30 consecutive trading days on the Hong Kong
Stock Exchange.

37. ARRES (B)
ZEEFZBOEGERNAT

(a)

(b)

(0
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37. CONVERTIBLE BONDS (continued)

T—HRLEFE

(0

Redemption at the option of the Bondholders
(continued)

At initial recognition, the Bonds are separated into a
liability component consisting of the straight debt element
of the Bonds, embedded financial derivatives consisting
of redemption options, and an equity component
representing the conversion options of the Bondholders
to convert the Bonds into equity. As the Company’s and
Bondholders' redemption options are considered as closely
related to the host contracts, the fair values of these
options, which are determined using Binomial Tree Pricing
Model at initial recognition, have not been separated from
the host contracts, but included in the carrying amount of
the liability component. The equity component is presented
as convertible bonds reserve in equity, whereas the liability
component is classified under non-current liabilities. The
proceeds received from the issue of the Bonds have been
split as follows:

(i) Liability component represents the fair value of
the contractually determined stream of cash flows
discounted at the prevailing market interest rate
applicable to instruments of comparable credit status
and providing substantially the same cash flows, on
the same terms, but without the conversion features.
The interest charged for the year is calculated by
applying an effective interest rate. The effective
interest rate of the Existing Bonds, New Bonds,

Firm & Option Bonds 2019 and VC Bonds 2019 are

9.79%, 15.20%, 9.06% and 9.03% per annum,

respectively.

(i)  Equity component represents the conversion options,
which is determined by deducting the fair value of
the liability component from the proceeds of issue of
the Bonds as a whole.
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Notes to the Financial Statements (continued)

37. CONVERTIBLE BONDS (continued)

(0

Redemption at the option of the Bondholders
(continued)

The fair value of the liability component of the Bonds on
initial recognition was calculated using the discounted cash
flow model. The major inputs used in the Binomial Tree

Pricing Model were as follows:

B 3% R R MY RE ()

For the year ended 31 December 2014 #HZEZZ

—OF+—A=t—HLLFE

37. RKRES (H)

HESFAEARERD (&)

ZEBHFBEHI>RN \B*Fﬁﬁémﬁ—irz/&ﬁﬁ
ARRIRIR & RERAE ZIHEAB MR E
ET;';’_}.EFﬁ?ﬁZ?E;z%)\@ZZD—F:

VCBonds  Firm & Option
2019 Bonds 2019 New Bonds  Existing Bonds
ZB-NEF ZB-NEF
RELEBS BRREUES HES BHEES
Share price & & HK$0.877%8 7T HK$0.937% 7T HK$0.507% 7T HK$0.477%8 7T
Exercise price 1I1EE HK$1.4077% 7L HK$1.40787C  HK$0.617547C  HK$0.6175/4 7T
Risk-free rate [ b ) = 1.394% 1.380% 0.267% 0.755%
Dividend yield & B & 4.115% 3.849% 3.360% 2.213%
Credit spread HEEE 8.184% 8.133% 12.300% 8.407%
Expected life FAFTE 4.78 yearsF 5.00 years® 4.04 yearsF 5 years4F
Volatility Vg 46.328% 47.724% 62.431% 67.761%
The risk-free rate was determined with reference to the ERBAIEE2RESINEEZSESFED
Hong Kong Exchange Fund Notes Yields as extracted from X (MEZE)RET B FHRZER
Bloomberg. The expected life was the remaining life of the HFIZBRTFH OREBERARAZHELHAE
Bonds. Volatility is the annualised standard deviation of FHREZEEESEREZ FEELE
the continuously compounded rates of return on the daily = o

average adjusted share price of the Company.

Any changes in the major inputs used in the model
will result in changes in the fair value of the liability
component. The variables and assumptions used in
calculating the fair value of the liability component are

based on the Directors’ best estimates.

ZEEMAzE2HAEZEFNESHEY
HABHO 2 ARERE -FHEABIHD
RAEMAZEHRBRRIDBBEESE 2 &
ERmFHEH-
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MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

37. CONVERTIBLE BONDS (continued)

(0

1 70 REXLot Holdings Limited 25 #12 E R A7

37.

Redemption at the option of the Bondholders

(continued)

The movement of the liability component of the Bonds for

the year is set out below:

T
(9

mpES ()
HESFAEARERD (&)

i

%51

=13

I

S REROZFREPRINMT

The Group and the Company

EEEREAAR
CB2019 CB2016 Total
—E-nF ZE-KRE
AR ES TRRES &=t
HK$'000 HK$°000 HK$°000
FET FET FET
Carrying amount at 1 January 2013 R=-T—=F—A—HZKHEE - 795,904 795,904
Interest expense (note 8) MERZ (HiF8) - 94,996 94,996
Interest payable FEH I 2 - (57,251) (57,251)
Carrying amounts at R-ZF—=F+=-A=+—HZ
31 December 2013 fRE(E = 833,649 833,649
Bonds issued during the year FRAEETRES 1,900,000 - 1,900,000
Equity component* (note 33) Bz Eo* (Hi#33) (303,157) = (303,157)
Transaction costs attributable to BEHDEERHEAE
the liability component (34,307) - (34,307)
Interest expense (note 8) MERZ (H1728) 94,438 68,793 163,231
Interest payable FE 7.8 (57,288) (37,493) (94,781)
Converted during the year FRER - (564,183) (564,183)
Carrying amounts at R-ZE-NE+=-A=+—-H2
31 December 2014 REE 1,599,686 300,766 1,900,452
* The transaction costs attributable to the equity component of * ZENF AR AT B a0 T Z X5
the CB2019 amounted to HK$6,427,000. KK 56,427,000/ 7T °

During the year, CB2016 in an aggregate principal
amount of HK$618,100,000 (2013: Nil) has been
converted into 1,049,436,773 ordinary shares in the
share capital of the Company. At the balance sheet date,

the aggregate principal amount of the Bonds remaining

outstanding following the conversion of the Bonds was
HK$2,247,700,000 (2013: HK$965,800,000).

RN AL 4EFIE618,100,0008 7 (= F
—=F E) 2T RFUBRREFEE
BAERABRAF Z1,049,436,773/% & @
oM EHER ZEEFEEREDRER
LR EESFASHEER2,247,700,0008 7T
(=ZZ—=%:965,800,000/ ) °



38. OBLIGATIONS UNDER FINANCE LEASES 38.

Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

At 31 December 2014, the Group had obligations under finance

leases repayable as follows:

MERRES
R-B-—ME+-A=+—0 FEERELT
BAREHEEMT

2014 2013
—2-mE —F-=
Present Present
value of value of
minimum Minimum minimum Minimum
lease payment  lease payment lease payment lease payment
BRERY RIE HEEL =43
ARBRE HAMR NHEE GEEOINEA
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Within 1 year —FR 16,681 19,251 16,036 19,756
Between 2 to 5 years MEEREF 27,262 28,708 44,932 49,183
43,943 47,959 60,968 68,939
Less: Total future finance charges R RRE B BB 4,016 7,971
Present value of lease payments MONHKBRE

The Group leased a motor vehicle under a finance lease
arrangement. The interest rate of the finance lease is fixed at
2.5% per annum. At the end of the lease term the Group has
the option to purchase the motor vehicle at a price deemed to
be a bargain purchase option. The leased motor vehicle (note
716) secures the finance lease obligation.

During 2012, the Group leased its printing machine under
a sales and leaseback agreement and received proceeds of
HK$15,617,000 which was credited to obligations under
finance leases. The lease term was 4 years and the ownership
of the printing machine would be transferred to the Group by
the end of the lease term at the price deemed to be a bargain
purchase option. In June 2013, the Group early terminated the
sales and leaseback agreement by fully settling the outstanding
balance of the obligations under finance leases and entered
into a new sales and leaseback agreement for HK$65,385,000
with the same printing machine and lease term, other than
the interest rate, as the previous agreement. The effective
interest rate of the obligations under finance leases is 7.36%
(2013: 7.36%) per annum. Certain subsidiaries of the Group
have provided corporate guarantees to the lessor to secure the
finance lease obligations to the extent of HK$63,750,000 (2013:
HK$65,385,000). The carrying amount of the printing machine
under the sales and leaseback agreement was disclosed in note
16.

43,943 60,968

AEERERENERHRAERE-REHESE
ZHIREATFE25% RAEHERE A&
B ERRERAZEREREEZEREER
ZRE MEAEBRIURE B (EER (M5
16) °

R-ZT——F AEEREEZERGAHEER
ENRI#% - 37 2 W ER BT 45 538 15,617,000 7t (&t
ABEREER) HAEHRAT OREZ HER
EERHAERER IR ZATRERAEEBK
BEERZERERTASEE N2 —=F~
A AEEEREEEEREREGRZAEE
HERRIE R R IEE R E % - 305t B AT % A AR
B 2 ED I #5732 70 & BRER A i e & AR R (R B
M) 2 ¥ E & 1 Bl 1 5% - /& 265,385,000% T °
ZREHEEBZERENER736% (=
—Z=F:736%) AEEETHBAREME
HARE A BER - LAEAR63,750,0008 7T (=
T — =4 :65,385,0008 L) 2 BMEHREBHEZ
ER-SEMARBEE T DR 2 R EER KT
163K 5 °
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MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

39.

40.

RETIREMENT BENEFITS SCHEME

Retirement benefit costs

The Group operates a defined contribution Mandatory Provident
Fund retirement benefits scheme in Hong Kong (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes
Ordinance, for those employees who are eligible to participate in
the MPF Scheme. Contributions are made based on a percentage
of the employees’ basic salaries and are charged to profit or loss
as they become payable in accordance with the rules of the MPF
Scheme. The Group's employer contributions vest fully with the
employees when contributed into the MPF Scheme.

Pursuant to the relevant PRC regulations, the PRC subsidiaries
are required to make contributions to defined contribution
retirement schemes organised by the relevant Social Security
Bureau in respect of the retirement benefits for the PRC
subsidiaries’ employees in the PRC.

CONTINGENT LIABILITIES

Financial guarantees issued

The Group

As at 31 December 2014 and 2013, certain subsidiaries of
the Group have issued corporate guarantees in respect of
the finance lease obligation under a sales and leaseback
arrangement granted to a subsidiary of the Group which will
expire when the lease is terminated. As at 31 December 2013,
a subsidiary has issued corporate guarantee to a bank to
secure general facilities granted to one of the subsidiaries. The
Group has not recognised any deferred income and the related
expenses in respect of such guarantees, as in the opinion of
the Directors, their fair value cannot be reliably measured using
observable market data and their transaction price was nil.

As at 31 December 2014 and 2013, the Directors do not
consider it probable that a claim will be made against these
subsidiaries under any of the guarantees.

The Company
At 31 December 2014 and 2013, the Company has not given
any significant financial guarantees.
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Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

41. COMMITMENTS 41. A&iE
(a) Capital commitments outstanding at 31 December 2014 (@) R-ZE—MNE+-A=t+—BIRETER
not provided for in the financial statements are as follows: KEBHEZARNEREAENT
The Group EEH
2014 2013
—E-mF —E-=F
HK$°000 HK$'000
FET FET
Contracted for B ET4
— purchase of property, plant and —-BEWE KERREE
equipment 1,203 -
— increase in registered capital of —— BB AR 2 M & AL
a subsidiary 84,000 84,000
85,203 84,000
(b) At 31 December 2014, the Group's future aggregate (b) RZZT—HWF+ZA=+—0H AEERIE
minimum lease payments under non-cancellable operating A BGHE S E RN 2 KRR SIERL AR
leases are payable as follows: BEEMT
The Group KEE
As at 31 December 2014
R-E-—NFE+=A=+—H
Land and Factory
Buildings Equipment Total
T REF BERE &t
HK$000 HK$°000 HK$000
FET FET FET
Within one year —FR 25,490 9,375 34,865
In the second to fifth year F_EZFERF
inclusive (BEEEME) 23,274 37,500 60,774
More than five years AERE - 65,234 65,234
48,764 112,109 160,873
As at 31 December 2013
RZE—=F+=-R=+—8H
Land and Factory
Buildings Equipment Total
T i REF = 5%t B &r
HK$000 HK$'000 HK$'000
FET FEr FET
Within one year —F A 36,600 - 36,600
In the second to fifth year F_EZFEAF
inclusive (BREREREMF) 24,404 - 24,404
61,004 - 61,004
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Notes to the Financial Statements (continued)

B R M RE ()

For the year ended 31 December 2014 HEZZT—WNF+_A=+—HIEFE

41. COMMITMENTS (continued)
(b) (continued)

The Group leases various office and factory premises, office
equipment and warehouses under operating leases. The
leases run for an initial period of 1 to 12 years (2013: 1 to

5 years). The leases do not include any contingent rentals.

The Company

At 31 December 2014, the Company does not have any
significant capital and operating lease commitments (2013:
Nil).

42. FINANCIAL INSTRUMENTS BY CATEGORIES
The carrying amounts of each of the categories of financial
instruments at the balance sheet date are as follows:

41. &IE(B)
&)

(b)

(€

AEERBELZHEERZENRQERK
EYWE MAERBREE-RSHENS
RP—E+—F(ZF—=F:—20F)F
E WA BEEFAKAES-

PN

RZZE—WOF+_A=+—H ARALE
FREXREARKLEHERE(ZE—=
Fm) o

42. BERHE 22T A
REEH SemITABRZEEAENT

The Group AEE
Financial assets SREE
2014 2013
“E-1F =%-=
Financial Financial
assets at asset at
fair value fair value
through through
profit Available- profit Available-
or loss for-sale or loss for-sale
held for  Loansand financial held for  Loans and financial
trading  receivables assets Total trading  receivables asset Total
BERE BBRR
BRORE BARE
TEZER TEZER
BE- EXR  AfHE BE- Bk AHHE
BEEE BUFE  SREE @i RBEFEE  EWHE  SREE @5

Notes — HKS000 — HK$000 — HKS000  HKS000  HKSO00  HKS000  HKS©OO0  HKS000

Wit FAT FAT FET FAT AT FET FAT FAT

Available-for-sale financial assets MRHESREE 2 - - 77,182 77,182 - - 34,000 34,000

Trade receivables L ETES 25 - 916712 - 916712 - 1,114,582 - 1114582

Utility and other deposits Mi%&%% 2% - 1,742,347 - 1,742,347 - 1,033,516 - 1,093,516

Other receivables E s 27 - 2,087,115 - 2,087,115 - 887,635 - 887,63
Financial assets at fair value through ~ #BESH K’L\\J/MEJFEZ

profit or loss SHEAE 28 53,102 - - 53,102 18,850 - - 18,850

Cash and bank balances RERRNES 29 - 1,293,032 - 1,293,032 - 1,146,266 - 1,146,266

53,102 6,039,266 77,182 6,169,550 18850 4,201,999 34000 4,254,849
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MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

42. FINANCIAL INSTRUMENTS BY CATEGORIES (continued) 42. BERESzEmIA (&)
The Group (continued) AEHE (&)
Financial liabilities SREE
Financial liabilities at amortised cost BEBERLI RS 2HEE
2014 2013
—F-HNF —E—=F
Notes HK$'000 HK$'000
Kt FET FET
Trade payables FE B 5 RN 34 26,871 23,460
Other payables and accruals H b JE S B N E R ROE 35 157,897 170,900
Bank borrowings RITEE 36 87,500 70,656
Convertible bonds AR E 37 1,900,452 833,649
Obligations under finance MEHEEES
leases 38 43,943 60,968
Amount due to a joint venture JEff—RA & ¥EIE 20 46,195 46,195
2,262,858 1,205,828
The Company VNN
Financial assets EWMEE
Loans and receivables B RERE
2014 2013
—2-mE —T=%F
Notes HK$'000 HK$ 000
Kt F#ET FiET
Amounts due from subsidiaries & W I & A 7] 718 21 7,159,765 4,957,344
Cash and bank balances R MIRITER 29 47,166 49,319
7,206,931 5,006,663
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MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

42. FINANCIAL INSTRUMENTS BY CATEGORIES (continued) 42.

The Company (continued)

BEREs2EMTIA (B)
ERR (#)

Financial liabilities SREE
Financial liabilities at amortised cost BEBERLI RS 2HEE
2014 2013
—E-NEF —E—=fF
Notes HK$'000 HK$000
Kt FET FET
Other payables and accruals H M S FIE R FEET B 35 24,761 17,258
Convertible bonds ] A% & 5 37 1,900,452 833,649
1,925,213 850,907
43. FINANCIAL RISK MANAGEMENT AND FAIR VALUE OF 43. BIREKBEEREMIAZAARE

FINANCIAL INSTRUMENTS

(a) Financial risk factors
The Group's activities expose it to a variety of financial
risks: market risk (including foreign exchange risk, fair
value interest rate risk, cash flow interest rate risk and
price risk), credit risk and liquidity risk arising from the
normal course of its business and financial instruments.
The Group's overall risk management programme focuses
on the unpredictability of financial markets and seeks to
minimise potential adverse effects on the Group’s financial
performance as follows:

(i) Market risk
(1)  Foreign exchange risk
Foreign exchange risk is the risk of loss due to
adverse movements in foreign exchange rate
relating to foreign currency deposits with banks.
The Group did not have significant exposure to
foreign exchange risk arising from the trade and
other receivables in the current and prior years.
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Notes to the Financial Statements (continued)

B 3% R R MY RE ()

For the year ended 31 December 2014 HEZZT—NFE+-_A=+—HIFE

43. FINANCIAL RISK MANAGEMENT AND FAIR VALUE OF
FINANCIAL INSTRUMENTS (continued)
(a) Financial risk factors (continued)
(i)  Market risk (continued)

(1)

Foreign exchange risk (continued)

Foreign exchange risk is the risk of loss due to
adverse movements in foreign exchange rate
relating to foreign currency deposits with banks.
The Group did not have significant exposure to
foreign exchange risk arising from the trade and
other receivables in the current and prior years.

In addition, foreign exchange risk arises from
future commercial transactions, recognised
assets and liabilities and net investments
in foreign operation. The Group's lottery
business operates in the PRC with most of the
transactions settled in RMB. The conversion of
RMB into foreign currencies is subject to the
rules and regulations of the foreign exchange
control promulgated by the PRC government.

At 31 December 2014, if HK$ had
strengthened/weakened by 5% against the
RMB, with all other variables held constant, the
effect on the loss for the year is immaterial,
equity would have been approximately
HK$127,868,000 (2013: HK$139,755,000)
lower/higher due to foreign exchange
realignment arising from translating investments
in foreign operations into HK$.

The above sensitivity analysis has been
determined assuming that a change in foreign
exchange rate had occurred at the balance
sheet date and had been applied to the
exposure to foreign exchange risk for financial
instruments in existence at that date. The 5%
increase or decrease represents management'’s
assessment of a reasonably possible change in
exchange rate over the period until the next
balance sheet date. The analysis was performed
on the same basis for 2013.

MEEAREERESMIAZAAE (F)

(a) MBEBREZE(E)
(i) TEmE(E)
(1) sMERE (&)
SN R B A R B AR IR R 7T 2 Sh
WERBBCEXINESME
EZBEERRER REBRAFE
FBEFEYEAERAEBYE S
RREEMERREAMELEZE
R S e Bk

N RRBER S BHERE
ENMBERIRINEBREFE
HEELNERR AEBZY
EEBESR liﬁﬂﬂi‘“% RNEBH
ZHUNANREEE - BARE
SRBBINERR P Iﬁﬁlﬁﬁﬁﬁﬁﬂ‘ﬁ
ZINEE IR RRPIEE o

R-FE—NFE+=—_A=+—8"
AT AREERAE B2
B5% MATHA Eth B EERHT
H~w¢r%%%§%%1$§
Ao MmiEzw e R EINER 217
éﬁﬁm%n%EEZEﬁﬂ%
s 4,32 5 49127,868,0007
7L (ZZF— =4 :139,755,0007%
o) e

18 7E PA_ESURE D AT B TS R AR E
RREEAEELERE WEM
A2 BFEZ ST AmEE 25
PE LR o 5%IE el R E IR E
st EET —E&EE B HER
AREHBRZAEEXRZFH - — T
—=FENEREEETON -
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For the year ended 31 December 2014 #HZEZZE
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43. FINANCIAL RISK MANAGEMENT AND FAIR VALUE OF
FINANCIAL INSTRUMENTS (continued)

(a)

Financial risk factors (continued)
Market risk (continued)

(i)

2)

Cash flow and fair value interest rate risks

The Group monitors its interest rate exposure
regularly to ensure that the underlying risk is
monitored within an acceptable range. Most of
the Group's interest bearing assets and liabilities
are on a floating rate basis with maturity of one
year or less.

The Group’s interest rate risk arises primarily
from long-term borrowings. Borrowings issued
at variable rates and at fixed rates expose the
Group to cash flow interest rate risk and fair
value interest rate risk respectively.

At 31 December 2014,
general increase/decrease of 1% in interest
rates of the PRC and of Hong Kong (2013: 1%),
with all other variables held constant, would

it is estimated that a

increase/decrease loss for the year and retained
profits by approximately HK$11,970,000 (2013:
HK$10,731,000).

The sensitivity analysis above has been
determined assuming that the change in
interest rates had occurred at the balance sheet
date and had been applied to the exposure
to interest rate risk for financial instruments
in existence at that date. The 1% increase or
decrease in the PRC and Hong Kong interest
rate represents management’s assessment of a
reasonably possible change in interest rates over
the period until the next annual balance sheet
date.
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MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

43. FINANCIAL RISK MANAGEMENT AND FAIR VALUE OF
FINANCIAL INSTRUMENTS (continued)
(a) Financial risk factors (continued)

(i)

(ii)

Market risk (continued)

(3)  Price risk
The Group is exposed to equity price risk
through investments in equity securities and
the Company’s interests in subsidiaries. The
Group is not exposed to commodity price risk.
The Board manages the exposure by closely
monitoring the portfolio of equity investments.
To manage its price risk arising from investments
in equity securities, the Group diversifies its
portfolio. Diversification of the portfolio is done
in accordance with the limits set by the Group.
The Group did not have significant exposure to
price risk during the current and prior years.

Credit risk

The Group’s credit risk is primarily attributable to
trade and other receivables, listed investments and
other financial instruments. Management has a
credit policy in place and the exposures to these
credit risks are monitored on an ongoing basis. In
order to minimise the credit risk, the management
of the Group has delegated a team responsible to
compile the credit and risk management policies,
to approve credit limits and determine any debt
recovery action on those delinquent receivables. In
addition, the Group reviews the recoverable amount
for each individual account receivable at each balance
sheet date to ensure that adequate allowances for

impairment are made for irrecoverable amounts.

The credit risk on liquid funds is also limited because
the counterparties are banks with high credit-ratings
assigned by international credit-rating agencies. In
this regard, the Directors of the Group consider that
the Group's credit risk is effectively controlled and
significantly reduced.

43. BHEBREEREMIAZAAE(BE)

(a) MBEBREZE(E)
(i) TEmE(E)
(3) E®mEE
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Notes to the Financial Statements (continued)

B R M RE ()

For the year ended 31 December 2014 #HZEZZE

—mOFE+=—A=

43. FINANCIAL RISK MANAGEMENT AND FAIR VALUE OF
FINANCIAL INSTRUMENTS (continued)

(a)

Financial risk factors (continued)
(ii)  Credit risk (continued)

At the balance sheet date, the Group has a certain
concentration of credit risk as approximately 8%
(2013: 10%) of the total trade and other receivables

were due from the five largest customers.

Further quantitative disclosure in respect of the
Group's exposures to credit risk arising from
trade receivables, utility and other deposits, and
prepayments and other receivables are set out in
notes 25, 26 and 27 respectively.

(iii) Liquidity risk

The Group is exposed to liquidity risk on financial
liabilities. To address the risk, management is
responsible for its own cash management, including
the short term investment of cash surpluses and the
raising of loans to cover expected cash demands,
subject to approval by the management when the
borrowings exceed certain predetermined levels of
authority. The Group’s policy is to regularly monitor
its liquidity requirements and its compliance with
lending covenants, to ensure that it maintains
sufficient reserves of cash and readily realisable
marketable securities and adequate committed lines
of funding from major financial institutions to meet
its liquidity requirements in the short and longer
term.
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Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

43. FINANCIAL RISK MANAGEMENT AND FAIR VALUE OF
FINANCIAL INSTRUMENTS (continued)
(a) Financial risk factors (continued)
(iii) Liquidity risk (continued)

The following table details the remaining contractual

maturities at the balance sheet date of the Group's

financial liabilities, which are based on contractual

undiscounted cash flows (including interest payments

computed using contractual rates or, if floating,

based on rates current at the balance sheet date) and

the earliest date the Group can be required to pay:

43. BHEBREEREMIAZAAE(BE)

(a)

MERBREE (&)
(iii) HEBELEE (&)

TRHFAEBLMEENEEA
BTAHEEER (A HRER
BeHE (BIERANFIRN (BT
B)REEEAENAEHEZ RN
2)BAKIE) - AR E A E R

BE@EFBAZRFAH:

The Group N EE
Total Within More than
contractual 1 year 1 year but
Carrying undiscounted or on less than
amount cash flows demand 5 years
BRRER —FRH BRE-F
REE RERELE RER BRRHEEF
HK$'000 HK$'000 HK$'000 HK$'000
FHET FAEr FAET Fér

2014 —E-NF
Trade payables ERE SRR 26,871 26,871 26,871 =
Other payables and accruals H b JE A 3B R BRI 157,897 157,897 157,897 =
Bank borrowings BITEE 87,500 89,680 89,680 =
Convertible bonds ABRkES 1,900,452 2,652,513 106,657 2,545,856
Obligations under finance leases MEMEED 43,943 47,959 19,251 28,708
Amount due to a joint venture i —HAECERE 46,195 46,195 46,195 -
2,262,858 3,021,115 446,551 2,574,564

2013 —2-=%
Trade payables BE SRR 23,460 23,460 23,460 =
Other payables and accruals H A JE {5 FRIE K% FE 5t RKIR 170,900 170,900 170,900 -
Bank borrowings RITEE 70,656 72,692 72,692 -
Convertible bonds AR E S 833,649 1,032,423 53,172 979,251
Obligations under finance leases MEREER 60,968 68,939 19,756 49,183
Amount due to a joint venture B —FaEtERE 46,195 46,195 46,195 -

1,205,828

1,414,609

386,175

1,028,434
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

43. FINANCIAL RISK MANAGEMENT AND FAIR VALUE OF
FINANCIAL INSTRUMENTS (continued)

43. BHEBREEREMIAZAAE(BE)

(a) Financial risk factors (continued) (a) MBEREZR (&)
(iii) Liquidity risk (continued) (iii) HBHELEE (F)
The remaining contractual maturities of the REHNRUBRBREREFTE  ARQA2
Company’s financial liabilities as at the balance sheet MEBEERGEERZHTEHINERBER
date, based on the contractual undiscounted cash m
flows, was as follows:
The Company ¥ YN
Total Within More than
contractual 1 year 1 year but
Carrying undiscounted or on less than
amount cash flows demand 5 years
BHREESR —FRE BB—fF
REE RERELE RER BEFfRAEF
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
2014 —E_pmE
Other payables and accruals H A JE {5 FRIE K FE 5t RKOR 24,761 24,761 24,761 -
Convertible bonds Bk ES 1,900,452 2,652,513 106,657 2,545,856
1,925,213 2,677,274 131,418 2,545,856
2013 —E_=#
Other payables and accruals H A FE {5 FRIE R FE 5t RRIE 17,258 17,258 17,258 -
Convertible bonds ABkES 833,649 1,032,423 53,172 979,251
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Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

43. FINANCIAL RISK MANAGEMENT AND FAIR VALUE OF
FINANCIAL INSTRUMENTS (continued)

(b) Fair value measurement

(i)

Financial assets and liabilities measured at fair
value

Fair value hierarchy

The following table presents the fair value of the
Group's financial instruments measured at the
balance sheet date on a recurring basis, categorised
into the three-level fair value hierarchy as defined
in HKFRS 13, Fair value measurement. The level
into which a fair value measurement is classified
is determined with reference to the observability
and significance of the inputs used in the valuation
technique as follows:

o Level 1 valuations: Fair value measured using
only Level 1 inputs i.e. unadjusted quoted prices
in active markets for identical assets or liabilities
at the measurement date

J Level 2 valuations: Fair value measured using
Level 2 inputs i.e. observable inputs which
fail to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs are
inputs for which market data are not available

o Level 3 valuations: Fair value measured using
significant unobservable inputs

43. BHEBREEREMIAZAAE(BE)

(b) 2

()

e
BAREGEBZEHEERER

RAEFR

TREJNEFTH REEUBRE
ERF 3% [AREFEIMREDE
REZBRAREERZ2IIZELENE
EAEBZAKRBEERTIAZARE
RAAEFES B2 ER2REERM

FRBABEZABENERREEETE
LI

e FAMHE:EFNAE-—RBA
B (BEERMIS LAAREER
BERAEANZARERHER
BIffEznnE

s F_AMHBE:FNAE_MRBAE
(ATRENEE-—RZAEREA
ANE) - IAFAER AR
ANEFFEZARE TR BREE
ANEREERF TS BB 28 A
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

43. FINANCIAL RISK MANAGEMENT AND FAIR VALUE OF

FINANCIAL INSTRUMENTS (continued)

43. BHEBREEREMIAZAAE(BE)

(b) Fair value measurement (continued) (b) DARMEFE(HE)
(i)  Financial assets and liabilities measured at fair BARBFEZSHEERERE
value (continued) (%)
Fair value hierarchy (continued) RAEER (F)
Fair value measurements
categorised into
ARETEZDE
Fair value
At 31
December Level 1 Level 2 Level 3
R+=A
=t-H2
ARE £-8K FZR E=R
HK$000 HK$'000 HK$'000 HK$'000
FET FHET FET FHET
The Group AEEH
2014 —E—-MF
Recurring fair value measurements: LEERAREE:
Financial assets at fair value through BRBRERANEFEZ
profit or loss: SREE:
- Listed equity investment — ETRAKRE 53,102 53,102 - -
2013 —E-=F
Recurring fair value measurements: EEEAREE:
Financial assets at fair value through BRBREAAENEZ
profit or loss: CREE:
- Listed equity investment — FRARE 18,850 18,850 - -

During the years ended 31 December 2013 and
2014, there was no significant transfer between

investments in Level 1 and Level 2, or transfer into or

out of Level 3.
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Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

43. FINANCIAL RISK MANAGEMENT AND FAIR VALUE OF
FINANCIAL INSTRUMENTS (continued)

(b)

Fair value measurement (continued)

(ii)  Fair value of financial assets and liabilities carried

at other than fair value

The carrying amounts of the Group's and the
Company’s financial instruments, including the
available-for-sale financial assets (note 22), carried
at cost or amortised cost are not materially different
from their fair values as at 31 December 2014 and
2013 except for the following financial instruments,
for which their carrying amount and fair value and

the level of fair value hierarchy are disclosed below:

The Group and the Company

43. BHEBREEREMIAZAAE(BE)

(b) DARMEFE(HE)
(i) BAAEBUNIEIRZEHBEER

BEEZALHE

ANER B R AN R IR K AR 3 8 B A 7
Frem I H(BRAHKEESRE
E(Wa22) ) 2 EEEER-_Z—N
FRZB-—=F+A=+—HzZAR
AEVTESEAER HETHERIAR
SheBRINERE T A 2 BREE R A SAE
RARBERFERNAT

KEBREAF

Fair value measurements
as at 31.12.2014 categorised into
RZZ-BE+=f=1-B2

MEFENE
Carrying Fair Carrying Fair
amount at value at amount at value at
31122014 31.12.2014 Level 1 Level 2 level3 31122013 31.12.2013
RZB-ME R-Z-RE RZB-Z% R-B-ZF
1A =h 128 =
=t-Bz  =t-Bz2 =t-BZz  =t-B2
REE ME -8 28 £28 RHE M
HK$ 000 HK$000 HKS 000 HK$000 HKS 000 HKS 000 HKS 000
AT FET FET FAET AT AT FAT
Convertible bonds AR ES 1,900,452 1,755,071 - - 1,755,071 833,649 779,661

Valuation techniques and inputs used in Level 3 fair
value measurements

The fair value of the convertible bonds is estimated
as being the present values of future cash flows,
discounted at interest rates based on the government
yield curve as at 31 December 2014 and 2013 plus
an adequate constant credit spread, adjusted for the
Group's own credit risk.

FE=RAREF BB IEERME
A E
ABERES 2 AR AR R/ARKRE
MEZRE DERR-ZT-—NFR-F
— =+ A=+ AUBFKREE
BARETE 2 FIRBE - SRR ZEE
EEEE UHAKEASZEERR
fEHFHZE -
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MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

44. CAPITAL RISK MANAGEMENT 44, EXRKBERE

The Group’s primary objectives when managing capital are to
safeguard the Group's ability to continue as a going concern,
so that it can continue to provide returns for shareholders and
benefits for other stakeholders, by pricing products and services
commensurately with the level of risk and by securing access to

finance at a reasonable cost.

The Group actively and regularly reviews and manages its capital
structure to maintain a balance between the higher shareholder
returns that might be possible with higher levels of borrowings
and the advantages and security afforded by a sound capital
position, and makes adjustments to the capital structure in light

of changes in economic conditions.

Consistent with industry practice, the Group monitors its capital
structure on the basis of a debt-to-adjusted capital ratio. For this
purpose the Group defines debts as total debts (which includes
bank borrowings, obligations under finance leases, trade and
other payables, amount due to a joint venture and liability
component of convertible bonds plus unaccrued proposed
dividends). Adjusted capital comprises all components of equity,
other than amounts recognised in equity relating to cash flow
hedges, less unaccrued proposed dividends.

During the year, the Group's strategy, which was unchanged
from 2013, was to maintain the debt-to-adjusted capital ratio at
a reasonable level. In order to maintain or adjust the ratio, the
Group may adjust the amount of dividend paid to shareholders,
issue new shares, return capital to shareholders, raise new debt
financing or sell assets to reduce debt.
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Notes to the Financial Statements (continued)

B 3% R R MY RE ()

For the year ended 31 December 2014 HEZZT—NFE+-_A=+—HIFE

44. CAPITAL RISK MANAGEMENT (continued) 44, EXEBER (F)
The debt-to-adjusted capital ratios at 31 December 2014 and RIZE-—MER_ZT-—=F+_"_A=+—HZE
2013 were as follows: B THEE R L RO
2014 2013
—E—mF —E-=F
HK$'000 HK$'000
FHET FET
Current liabilities: BB E -
Trade payables FERTE 5 BRR 26,871 23,460
Other payables and accruals E A FE S RRIE R B R FRIE 157,897 170,900
Bank borrowings RITEE 87,500 70,656
Obligations under finance leases RERERED 16,681 16,036
288,949 281,052
Non-current liabilities: FHwEEE -
Amount due to a joint venture FERT— & & ¥ RIE 46,195 46,195
Convertible bonds, the liability component AR EH - B EBH 1,900,452 833,649
Obligations under finance leases RERERED 27,262 44,932
Total debts B AR 2,262,858 1,205,828
Proposed final dividend EaEAHRE 79,680 168,644
Adjusted debts KRARED 2,342,538 1,374,472
Adjusted capital KAEAXR 6,060,426 6,054,028
Net debt-to-adjusted capital ratio B FENCAEER L X 39% 23%
The Group and the Company are not subject to either internally REBERARREAKEINIBRAEFEAMER
or externally imposed capital requirements. Zsko
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MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

45. ACQUISITIONS OF LOTTERY BUSINESSES 45. WL ZEK

Acquisition of a subsidiary during 2014

A wholly owned subsidiary of the Company entered into a
memorandum and a supplemental memorandum in May 2014
and July 2014 respectively to acquire 100% equity interest in
Pointe Global Limited (“Pointe”) by stages, from an independent
third party at a total cash consideration of RMB85,500,000
(equivalent to HK$106,952,000). The acquisition of 51%
equity interest of Pointe at a consideration of RMB5,500,000
(equivalent to HK$6,952,000) was completed in August 2014. In
accordance with the terms of the memorandum, the vendor of
Pointe agreed to form a company (the “Operating Subsidiary”)
in the PRC with a subsidiary of the Group that the Group will
hold 60% equity interest of the Operating Subsidiary. The
Operating Subsidiary will engage in the provision and related
services for sports video lottery terminals in the PRC.

The Group has an option to purchase the remaining 49%
equity interest in Pointe at a consideration of RMB80,000,000
(equivalent to HK$100,000,000). Upon all conditions in the
memorandum and supplemental memorandum are fulfilled, the
Group will exercise its option to acquire the remaining 49%
equity interest of Pointe (note 46). Otherwise, all the amount
paid will be refunded.

Pointe did not commence its business in 2014 and thus would
not contribute any revenue and profit to the Group for the year
ended 31 December 2014. The fair value of the identifiable
assets, liabilities and contingent liabilities of Pointe were
considered as Nil at the date of acquisition, therefore, goodwill
of HK$6,952,000 arose as a result of the acquisition.

1 88 REXLot Holdings Limited 25 #12 E R A7

R-E-NERBE-RBHBATF
R-T—NHERRR-_E—NELH KAF—
MEENBARD BB R ER
LA 9> B ER [A) — 2 98 3L 5 = 75 U B 2 Pointe Global
Limited ([Pointe |) Z100% % # - AR £ K B
A AR ¥85,500,0007T (48 % 7 106,952,000
JL) ° Pointe 51%REZKRBENR T —MF
NATER RE A ARMS5,500,0007T (5K
6,952,000 7T ) ° IRIFEEAEFK  Pointe 2 B
REEAEE—RHHEBABERENKL—HA R
([EEMBAR]) BHAKEFELENBAR
Z60%MHE - BB B AR SR RREEEIRMEE
BAESEY 24 RAABA RS o

7N £ [® 0] 3 4% DA (B A R 680,000,000t (HH %5
#100,000,0007% 7T ) #5 B Pointef} T~49 % % ## o
FHEERRERERSZMBIGREENE A&
51713 L 1% 24 AR BB Pointe R N 49 % AR 42 (FY
it46) GR FTEEfREBSRE-

Pointe R — T —UF M AHE  HAEE=-ZT—N
F+ZA=+—HBIEFETEAREEFRMEM
WA B 3% F  PointeZ Al 4RI EE - BERSAE
BZARERKBEREEAT Mt BRE
Uit B T £ A 7 26,952,00078 T ©



46.

Notes to the Financial Statements (continued)

For the year ended 31 December 2014 #HZEZZ

ADDITIONAL INTERESTS IN SUBSIDIARIES

In October 2014, the Group acquired an additional 6.60%
of the equity interest in BEZR (It R)BHEKRMHBER
A @] (“Beijing Okooo") for a purchase consideration of
HK$381,100,000. The Group now holds 66.60% of the
equity capital of Beijing Okooo. The Group derecognised non-
controlling interests of HK$22,985,000 and recorded a decrease
in equity attributable to equity shareholders of the Company of
HK$358,115,000.

In December 2014, all terms and conditions of the
memorandum and supplemental memorandum have been
fulfilled and the Operating Subsidiary has commenced to
prepare the operation, the Group exercised its option to
acquire the remaining 49% of the equity interest in Pointe
(Note 45) at a consideration of RMB80,000,000 (equivalent to
HK$100,000,000). The Group now holds 100% equity capital of
Pointe. The carrying amount of the non-controlling interests in
Pointe on the date of acquisition were Nil. The Group recognised
the consideration paid at HK$100,000,000 directly in equity
attributable to equity shareholders of the Company.

In April 2013, the Group exercised its option to acquire the
remaining 49% of the equity interest in Berkeley Services
Limited (“Berkeley”) at a consideration of HK$177,900,000. On
27 December 2013, the Group acquired the remaining 6.16%
of the equity interest in Shenzhen Sinodata Technology Co Ltd
(“Sinodata”) for a purchase consideration of HK$385,000,000.
The Group now holds 100% of the equity capital of Sinodata
and Berkeley. The carrying amounts of the non-controlling
interests in Sinodata and Berkeley on the dates of acquisition
were HK$66,591,000 and Nil respectively. The Group
derecognised non-controlling interests of HK$66,591,000 and
recorded a decrease in equity attributable to equity shareholders
of the Company of HK$496,309,000.

46.
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MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

46. ADDITIONAL INTERESTS IN SUBSIDIARIES (continued) 46. RIBLR 2 EIMER (58)
The effect of changes in the ownership interest mentioned T AR EARNEFERBEFREARRF
above on the equity attributable to shareholders of the REREEER 2 ZERRAT
Company during the year and prior year is summarised as
follows:
2014 2013
—E-NF T =%
HK$'000 HK$'000
FET FET
Carrying amount of non-controlling BB ERER 2 REE
interests acquired 22,985 66,591
Consideration paid to non-controlling AR ERNKE
interests (481,100) (562,900)
Excess of consideration paid recognised in BHERAEEEFEBRAZDARE
Group's equity (458,115) (496,309)

47. DECONSOLIDATION OF A SUBSIDIARY
As detailed in note 4B, the Group deconsolidated the PRC
Company as the Group determined that the Group does not
have control or significant influence over the PRC Company. The
Group therefore concluded to deconsolidate the PRC Company

from the consolidated financial statements from 1 January 2014.

1 90 REXLot Holdings Limited 25 #12 E R A7

47.

RIEFEEAR—EKEDQR
HMANHTEEABFA AL AR B E R L&A ARRZ T
BAR REARASEEEASEY EYZTH
RAFEEEGHEREATE N -t REER
EH-ZT-—MNE-A-ARZESPBRRLL
REARZTEQT-



Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

47. DECONSOLIDATION OF A SUBSIDIARY (continued) 47. RIEGAANER—BHEBELAR (&)

The net assets of the PRC Company as of 1 January 2014 are set ZHPBEARR-E—NFEF-—A—HAZ2EEFEH

out below:

T

Total
et
HK$'000
FET
Property, plant and equipment (note 16) Y B KR (HiE16) 864
Trade and other receivables FEUWZ 5 AR 3k & H fth FE UK TE 65,751
Cash and cash equivalents RekReEEY 35,933
Trade and other payables & E 5 R 3 % Bt B A B (18,892)
Current tax liabilities EHHIBAE (3,892)
Net assets deconsolidated BERIGEAREEFE 79,764
Non-controlling interests FE 7 A% 4 25 (31,905)
Cost of investment reclassified to ENOEEIHEESREAELZ
available-for-sale financial assets (note 22) WEKA (H5F22) (38,462)
Loss on deconsolidation of a subsidiary RIEGAEAE—BHNBARZERE 9,397
Loss on deconsolidation of a subsidiary attributable to: A N ATEERIEGEAAE—HHBRARZ
18 :
Equity shareholders of the Company ARARIERBRERE 5,638
Non-controlling interests FEFE AR HE 2 3,759
Loss on deconsolidation of a subsidiary RIEGAEAE—MNBAR ZEE 9,397
Net cash outflow arising on deconsolidation of WIEGREAR—BNBRAREEZ
a subsidiary RE ML FE
Cash and cash equivalents of a subsidiary ERILGEARz —HRBARZ
deconsolidated ReRREEEY 35,933

Annual Report 2014 —Z— U4 1 9 1



Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

48. TRANSACTIONS AND BALANCES WITH RELATED
PARTIES

(a)

Details of the Group’s significant transactions and balances
with the following related parties during the year are as

48.

ML RS K&

(a)

AEBRFAGEATEBTETEARS
Kigtn FHIBMT

follows:
2014 2013
—E-mF —E—=F
HK$000 HK$'000
FETT FET
Director: e
Balance due from the Group WA S B 4t - 141
Subscription of convertible bonds REBARRES (H5237())
(note 37(i) 300,000 -
Convertible bonds interest AR EHF B 7,178 7,008

In the opinion of the Directors, including the Independent
Non-executive Directors, the above transactions were
entered into in the Group’s ordinary course of business
or at terms agreed by both parties. The balance due to
a director is unsecured, interest free and has no fixed

repayment term.

During both years, compensation of key management
personnel represents Directors’ remuneration and
those of senior staff as stated in notes 10 and 11. The
Directors’ remuneration is determined by the remuneration
committee having regard to the performance,
responsibilities and experience of individuals and market
trends.
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Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

49. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE
Up to the date of issue of these financial statements, the
HKICPA has issued the following amendments, new standards
and interpretations which are not yet effective for the year

49. EEMEMRERZIERT HEARRE

MHEEZXE

BEAMBHRRTIERY FEEHMLGER
HATRBEE-_ZE-—NF+-_A=+t—HLFE
AR AR AW RN AR B RERARANZEFT

ended 31 December 2014 and which have not been adopted in

these financial statements:

AR RE:

Effective for
accounting periods
beginning on or after

RT5 B8
RZERBZ
BT HBER
Amendments to HKAS 19 Employee Benefits 1 July 2014
— Defined Benefit Plans:
Employee Contributions
BREGTERE199] 2 EFT EERAMN—AERNE :EEHK —ET-WFE+LA—H
Amendments to HKFRSs Annual improvements to HKFRSs 2010-2012 cycle 1 July 2014
BB BHREER ZERT BRI EEL 2 FEDUE —T-HWFE+LHA—H
(ZE-—ZF2_F—_FBH)
Amendments to HKFRSs Annual improvements to HKFRSs 2011-2013 cycle 1 July 2014
BRI BHREER ZERT BRI R E R 2 FEBUE —T-HWFE+LHA—H

Amendments to HKFRSs
BB RE LR 2BF]

Amendments to HKAS 16 and HKAS 38

BB EAFE 165 KX

BB G ERIEISHE 2B
Amendments to HKAS 16 and HKAS 41
BB ERE 165 KR

BB ERE4RE ZEE]

(ZE——FZz =T —=FFEH)

Annual Improvements to HKFRSs 2012-2014 cycle
BB ISR E R 2 FE &
(ZZ——FZ2_T—NFAEH)

Clarification of Acceptable Methods of
Depreciation and Amortisation

BRI ZINE REH TR

Agriculture: Bearer Plants

B AEMNEYD

1 January 2016
—E-—RF—HA—H

1 January 2016

—E—R"E—H—H

1 January 2016
—T-RE—H—H
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

49. EEMEMRERZIERT HEARRE
THEEZHE (B)

49. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE (continued)
Amendments to HKFRS 11 Accounting for Acquisitions of 1 January 2016

Interest in Joint Operations

WHEaEEBER SRR

FRPBMEEAFENR 2B —E-—RF—H—H

Amendments to HKAS 27 (2011)
BB ERNZE27R 21835]
(=F——4)

Equity Method in Separate Financial Statements 1 January 2016
BV BHRERAN 2 ESE —E-RF-A—H

Amendments to HKFRS 10 and
HKAS 28 (2011)

Sales or Contribution of Assets between 1 January 2016

An Investor and Its Associate or Joint Venture

ERMBREENE 105K REFEEHABLENAINEERERZ —E-R"F¥-HA—H
BB G ERSE285% 2 ER] BEHEHIRA
(ZF——%F)
HKFRS 14 Regulatory Deferral Accounts 1 January 2016
ERMBREERNE 145 EEIRIERA —E-—R"F¥-HA—H
HKFRS 15 Revenue from Contracts with Customers 1 January 2017
BRI BREERFE 155 BEEAHBA —E—+tF¥—-—HA—H
HKFRS 9 Financial Instruments 1 January 2018
BRI HRE ER B SRTA —T-N\F—-A—H

AN S B3R BT R RE AT Al s% B AT KT 7 Bl 5 Ho AR
EHMBRR EAZE -EFER R BHMEN
BRI SHMBRRENEATE -

The Group is yet to assess the full impact of these amendments
and new standards on its consolidated financial statements. In
the opinion of Directors, all of the new developments are not
expected to have a material impact on the financial statements.

In addition, the requirements of Part 9 “Accounts and Audit”
of the new Hong Kong Companies Ordinance (Cap. 622)
come into operation as from the Company’s first financial year
commencing on or after 3 March 2014 (i.e. the Company's
financial year which began on 1 January 2015) in accordance
with section 358 of that Ordinance. The Group is in the process
of making an assessment of expected impact of the changes
in the Companies Ordinance on the consolidated financial
statements in the period of initial application of Part 9 of the
new Hong Kong Companies Ordinance (Cap. 622). So far it
has concluded that the impact is unlikely to be significant and
only the presentation and the disclosure of information in the
consolidated financial statements will be affected.
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50.

Notes to the Financial Statements (continued)

MEBEHRRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HILFE

PARTICULARS OF THE PRINCIPAL SUBSIDIARIES
Details of the Company’s principal subsidiaries at 31 December

50. XEMBARZHE
ARARAR-_E-—NFE+-A=+—BZZEWE

2014 are as follows: RAFBOT:

Place of Principal Particulars of issued/ Effective
incorporation/ activities and registered and interest
Name registration place of operation paid up capital held
BRT/ 2K
=L SRS R R i B TEXBRREXBH BRAERE ERFE s B S
REXCAPITAL Financial British Virgin Islands Investment holding 197,400,856 ordinary shares 100%
Group Limited RBRARS in Hong Kong of HK$1 each
REBETREER 197,400,856/% B AR A A&
1Tz TRk
REXCAPITAL Financial British Virgin Islands Investment holding 1 ordinary share of 100%
Management Limited RBREZHS in Hong Kong US$1 each
REBETREER 1REEIET . EBR
Genius Nation Limited British Virgin Islands Investment holding 1 ordinary share of 100%
REBRUEE in Hong Kong US$1 each
REBETREER 1REBEIET 2 EBR
Huge Top Enterprises Inc. British Virgin Islands Investment holding 1 ordinary share of 100%
RBEXES in Hong Kong US$1 each
REBETREER TREEIF T EBR
Hilson Gold Limited British Virgin Islands Provision of system 1 ordinary share of 100%
RBRZHS software in the PRC US$1 each
PR IR it R 1REE1ET 2 EBR
Luxjoy Overseas Limited Samoa Provision of system 1 ordinary share of 100%
EED software in the PRC US$1 each
A AR B 42 it R e e 1REEIET EBR
Oriental View Limited Hong Kong Investment holding 1 ordinary share of 100%
EEFRADA B in Hong Kong HK$1 each
REBETREER 1REE 17 T 2 B
REXCAPITAL Corporate Hong Kong Arrangement of 2 ordinary shares of 100%
Management Limited BB administration services HK$1 each
HECEBEERRAA for group companies in 2R EREEIBTLZ
Hong Kong Tk
REBREERNRRZH
1THURT
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Notes to the Financial Statements (continued)

MBEHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HILFE

50. PARTICULARS OF THE PRINCIPAL SUBSIDIARIES 50. FEMEB LR ZHEE (8)

(continued)

Place of Principal Particulars of issued/ Effective
incorporation/ activities and registered and interest
Name registration place of operation paid up capital held
B £ g3
=L SR LR i B TEEBREXHH BHAERE ERFEE s B R
REXCAPITAL Finance Limited Hong Kong Money lending and 2,000,000 ordinary shares of 100%
HREEBRAA BB investment trading in HK$1 each
Hong Kong 2,000,000/ G REE1HETZ
REBETERK BB
REXLot Investment PRC Investment holding HK$153,885,941 100%
(Guangzhou) Co Ltd H in the PRC 153,885,941 7T
BMERRERRDA R BEETRERER
Shenzhen Sinodata PRC Provision of lottery RMB35,560,000 100%
Technology Co Ltd B machines and software AR #35,560,0007T
RN T BB Al system in the PRC
BB NIETE Y 0
REZEG
RN BB R AR PRC Provision of maintenance RMB2,000,000 100%
BERAT] H service for lottery AR 2,000,000
machines in the PRC
R B IR % R
HEAE PR 75
Shenzhen Kingsail Software PRC Production of lottery RMB55,000,000 100%
Tech Co Ltd H machines in the PRC A R#55,000,0007T
RN & IR A R B EEYRE
BRAR
REXLot Investment PRC Investment holding RMB30,000,000 100%
(Shenzhen) Co Ltd H in the PRC AR #30,000,0007T
RN TEFRFRE R BEETIREZER
BRAR
Beijing Xinan Sino-lottery PRC Provision of lottery RMB44,000,000 100%
Technology Co Ltd H printing service AR #44,000,0007T
IEREZR R in the PRC
BRAF R EREY R
EN il B 75
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(continued)

Notes to the Financial Statements (continued)

MBEHRRME (&)

50. PARTICULARS OF THE PRINCIPAL SUBSIDIARIES

50. XEMBATZFHE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_A=+—HItFE

Place of Principal Particulars of issued/ Effective
incorporation/ activities and registered and interest
Name registration place of operation paid up capital held
B £ g3
=L SR LR i B TEXBREENE BEHERA ERFEE s B R
Guangzhou Latech PRC Production of lottery RMB55,000,000 90%
Technology Co Ltd H machines in the PRC AR #55,000,0007T
BT 15 HRHL R BEEEY R
BRAA
Beijing Lohowin Marketing PRC Lottery distribution and RMB1,280,000 60%
Co Ltd H marketing business AEK#1,280,0007T
b RGN & 5 R in the PRC
BRAA RAPBETY R
fic i B T 5 26 7S
EREREHEE BRI PRC Provision of marketing RMB 10,000,000 80%
BRAR H services for lottery AR #10,000,0007T
business in the PRC
RPBERRYEEB
% fR 7%
RINTEEF B ER AR PRC Lottery distribution and RMB 10,000,000 100%
=] marketing business AE#10,000,0007C
in the PRC
R BT R
fic 2% B T 53 26 75
ItREEZFAREFRAR  PRC Investment holding RMB 100,000 100%
H in the PRC AR #100,0007T
R BEETREER
Elottery Vision (Beijing) PRC Provision of mobile RMB30,000,000 50%*
Technology Co Ltd il value-added services AR #30,000,0007C
FBARM (b)) B for lottery business
BRAR in the PRC
RPBEREEER
REFRIBERY
BERABYBRRARIR  PRC Provision of mobile RMB 10,000,000 50%*
B value-added services AR #10,000,0007T

for lottery business

in the PRC
ISIETTRES 33

REFHRIBERY
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Notes to the Financial Statements (continued)

MBHERRKE (&)

For the year ended 31 December 2014 #HEZZ—NFE+_-_A=+—HIFE

50. PARTICULARS OF THE PRINCIPAL SUBSIDIARIES 50. FEMB LA ZHEE (8)

(continued)

Place of Principal Particulars of issued/ Effective
incorporation/ activities and registered and interest
Name registration place of operation paid up capital held
BRT/HEMK
£ SR LR i B TEXEBREXHH BRERE ERFEE s B R
ERREBARBRAERAR  PRC Provision of mobile RMB1,010,000 50%*
H value-added services AR#1,010,0007T
for lottery business
in the PRC
RP BT EER
REFHREERD
W0 5 T % AR AR PRC Provision of mobile RMB2,000,000 50%*
BEREEAA H value-added services AR #2,000,0007T
for lottery business
in the PRC
R BT REY
REFHREERD
BEZR (ER)BHbkn PRC Provision of services RMB50,000,000 66.6%
BRAF H to paperless and AR #50,000,0007T
electronic lottery
platform in the PRC
RPBEREREFER
TaRERY
RINTREE HERR A PRC Investment holding and RMB 100,000 100%
il provision of services AR #100,0007T
to paperless and
electronic lottery
platform in the PRC
R BETREER R
AEAELEFHEER
RERS
RN B =R A PRC Provision of lottery system  RMB10,000,000 50%*
BRAA H support services AR #10,000,0007C
REFZEZFXERS
* These investee companies are regarded as subsidiaries as the * BEREE (R ZEETRENG250%

Group, although the Group has only 50% ownership in these

investee companies. The Directors concluded that the Group has a
sufficiently dominant voting interest to direct the relevant activities
of these investee companies as the Group holds more than half the
voting rights in these investees.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2014 #HZEZZ

50. PARTICULARS OF THE PRINCIPAL SUBSIDIARIES

51.

(continued)
None of the subsidiaries had any loan capital outstanding at
31 December 2014 and 2013 at any time during both years.

The above table lists the subsidiaries of the Company which, in
the opinion of the Directors, principally affected the results for
the year or formed a substantial portion of the net assets of the
Group. To give details of other subsidiaries would in the opinion
of the Directors result in particulars of excessive length.

The Directors of the Company are of the opinion that the none
of the Group’s subsidiaries that has non-controlling interests
are material to the consolidated financial statements as a whole
and therefore, the financial information in respect of those
subsidiaries that have non-controlling interests are not presented
under HKFRS 12, Disclosure of interests in other entitites.

EVENT AFTER THE REPORTING PERIOD
Due to the recent promulgation of the Notice on Issues
Regarding Conducting Self-examination and Self-correction
Activities of the Unauthorised Sale of Lottery through Internet
( <<E§J5AE'=E)ET@ BANAEMEHEXRTREEBMIERH
R AN) ) jointly promulgated by the Ministry of Finance,
I\/Ilnlstry of Civil Affairs and the General Administration of
Sport of the PRC, one of the Group's indirect non-wholly
owned subsidiaries has temporarily suspended the internet
lottery distribution services with effect from 1 March 2015. It
is uncertain when the operation of the aforesaid business will

resume.

The Group and its business partners will observe and comply
with any new rules and regulations promulgated by the relevant
PRC regulatory authorities and make adjustments to their
operations of internet lottery distribution where necessary. The
Group will actively cooperate with its business partners with an
aim to have lottery-related business of the Group back on the
track as soon as possible.

50.

51.

B 3% R R MY RE ()

—OF+—A=t—HLLFE
TEMBARZFHE (F)

RZBE—NERZT-=ZF+-A=+—80" %
B B8 % ) A 1 4 PO A S P 5 AR AE () R (R
ZEREAR-

ERINFEERRIBFEAEBARFEREN
%ﬁﬁ?ﬁ?i%’rTEIEﬁBﬁZK/ AIffB AR -EE
R REHMHBAR ZFEEREREENIT
ﬁo

ARREERR HEFERER 2 AEE M E
RABGEEMBERREBYAIEN Fit B H
BHEFERER ZHBARZMBEENLIFRE
ERPBREENE 12 [RERNEMER 2
@ 25

HEMREER

ST EAP BB R R R B R 48 B 48 //H
R (ERAREENAEHEHEERL R
BEEBAUTIEFERRENEBN) cFE8 8=
—hAF=-A—B - AEEEF—HEEES
MEAREEEEMBYRIEERE - B ATDAR
BE T TE ] R IR IE A4S & Pl 75 -

TR

VAN
i

/)

]I
>ﬂ1?33’ A 2k o>

AEBREXBEHBETMECEBTREE

ERPIREM 2 AT AR AR - AR B
HEEMEYERAEBELRAE - AEE KA

BEAEEBRME UWEAEEZZRBRER
A RREMRIES -
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Five Year Financial Summary

EIFUBRE

The following is a summary of the results, assets and liabilities of
the Group for the five years ended 31 December 2014, which have
been prepared on the basis set out in notes 2 and 3 to the financial

NTAAEEBEE_T-—NFt+_A=+—BLAAE
FRZEE BERAGBME AEBMBEHRIME
2RIMBz EREH -

statements.
RESULTS E
For the year ended 31 December
BZ+-A=t-HLEE
2014 2013 2012 2011 2010
—E-Qmfg —ZT—=-Ff —ZT—-F —T——%F —T-ITF
HK$000 HK$'000 HK$'000 HK$°000 HK$'000
FET FET FET F&T FEr
(Restated) (Restated) (Restated)
(g =51) (& =51) (g=51)
Turnover L 1,687,953 2,165,474 1,961,560 1,717,190 1,546,388
(Loss)/profit before taxation BrAiAl (E1R) /& F (141,541) 1,000,939 920,168 801,759 676,171
Taxation I8 (30,559) (74,489) (53,249) (49,292) (31,717)
(Loss)/profit for the year FE (BE) &7 (172,100) 926,450 866,919 752,467 644,454
Non-controlling interests FEPERR A 68,408 (57,468) (45,620) (29,015) (8,438)
Equity shareholders of the Company 272 &l & % & (103,692) 868,982 821,299 723,452 636,016
ASSETS AND LIABILITIES EEREE
As at 31 December
R+=B=+-8
2014 2013 2012 2011 2010
—E-pmNfg == —ZE-—-F —T——% ZT-IZF
HK$000 HK$ 000 HK$'000 HK$ 000 HK$'000
FET FET FET F&ET F&ErT
(Restated) (Restated) (Restated)
(&%) (L=51) (&%)
Total assets BERE 8,566,521 7,596,344 7,010,998 5,773,040 4,146,900
Total liabilities BELEE (2,426,415)  (1,373,672)  (1,212,562)  (1,236,226) (372,792)

Total equity HmEE 6,140,106

In order to comply with HKFRS 11, in 2013 the Group changed
its accounting policy with respect to joint ventures. This change
in accounting policy has been applied retrospectively. As a result,
turnover, profit before taxation and taxation for the years 2010 to
2012 have been restated. This change in accounting policy has no
effect on profit for the year, non-controlling interests and total equity
for the years 2010 to 2012 of the Group.

2 OO REXLot Holdings Limited )25 #42p E R A7

6,222,672 5,798,436 4,536,814 3,774,108
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