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Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”)
of Daging Dairy Holdings Limited (the “Company”), | am pleased to
present to you the annual results for the year ended 31 December
2014.

At the request of the Company, trading in the shares of the
Company has been suspended since 22 March 2012 due to the
resignation of Deloitte Touche Tohmatsu, the predecessor auditors of
the Company (the “Predecessor Auditors”) and delay in publication
of the annual results of the Company and its subsidiaries (collectively
referred to as the “Group”) for the years ended 31 December 2011,
2012, 2013 and 2014 and the interim results thereof.

On 21 March 2012, the Board and audit committee of the Company
received a letter from the Predecessor Auditors advising their
resignation as auditors of the Company. As set out in the
resignation letter dated 21 March 2012 from the Predecessor
Auditors advising their concerns (the “Potential Irregularities”) to the
financial statements including: 1) certain milk procurement
transactions brought to the attention of former management and
acknowledged by them to be fraudulent; 2) unexplained differences
between sales receipt notes sighted during audit work in February
2012 and documents purporting to be the same sales receipt notes
returned to the Company in March 2012 ostensibly following a Tax
investigation; 3) the explanation provided by former
management — The Tax Bureau investigation — for removing
accounting records which were then not available to the Predecessor
Auditors continuously during the audit; 4) the validity and
commercial substance of acquisitions of milk stations, farm houses
and Holstein cattle; and 5) difficulties of which the Predecessor
Auditors encountered during their visits to the local branch of one
of the Group’s banks.

Bureau

An independent review committee comprised of those independent
non-executive directors at that material time and other qualified
independent individuals was established in March 2012 to conduct a
review on the Potential Irregularities. Subsequently, the independent
review committee was dissolved due to the resignations of those
independent non-executive directors.

2014 F3R

EWNEARR:

RABRERREIAEZERARAT(ARAF D
sx(EFx)g(EFg)MARNSLLERE
ERBE-_E—NF+_A=+—HILFE
HEFHEE -

JEARRER - ARAARE 2 A E %A=
e = MR A T AN 1T ([AT 4% BRD)) B £
MIERTEARTREWB AR (FE AR
EENEHEEz—T——F  —T——-—F .-_FT—
—FR-E—NF+ A=+ —HILFEZ
FEEENMHEPHES  AR2FBRME-Z
——FE=-A-+-_PAREEFEEE -

R-TF——F=ZA-+—B EFErEZ
ZEQCEEBANEREEZ KMt %m%&
AREZBED - REAMERBEAR -F—

FZAF—HEXZBTERERTE ﬁ%
U BREEMEBE(EBEERSEE]
B NETEREMNTE ﬁ%&ﬁZ#%h
BRS BERAEEECRUEBLERSGE
R DN —F - AMNETLIEFRME
ERHEEE  HETHERAEZRN_E
——F = ARBAQR (RAEAEREER—H
EERNOXHFZEONE R RIERE 3)AIT
EEERRV ST LEMREHENRE — &
BRAE — UWBURERERN BT BREP—
B BB R 45 BT (A% B0AD 5 4) U BE 1 4
U IS REHTEEI AR REEE
RS EMRE A EBE R —F
BITH AR D ITRET B R R # -

ARRR_F-——F=ZAKLBILEEERE
T AZERBENZFEIIFATEER
HEEBERZBIALTHEN  AHE
E TEE-HER BUEEZES®
VIRMAITE SRR T MR

Hﬁ



Annual Report 2014

On 2 January 2013, it was discovered that the heating pipes of the
offices of the subsidiary, KB ZL i MA RE(L A (for identification
purpose, Da Qing Dairy Ltd.) located in Daqing City, Heilongjiang
Province of the People’s Republic of China (the “PRC"), were cracked
as result of severe coldness (below minus 32¢) in the northern area
of the PRC and pipeline aging. Due to cracking of the heating
pipes, the first and second floors of the offices had been soaked,
and extensive damages were done to the office facilities, computers
and documents in the offices of the finance, logistics, administration
and engineering departments of the Group.

On 8 February 2013, the then controlling shareholder of the
Company, Mr. Zhao Yu, entered into a sale and purchase agreement
pursuant to which Mr. Zhao agreed to sell and Radiant State Limited
(the “New Controlling Shareholder”) agreed to purchase the sale
shares, representing approximately 52.16% of the entire share capital
of the Company at a consideration of HK$52,704,000, representing
HK$0.1 per sale share (the “General Purchase”). As disclosed in the
announcement of the Company dated 5 July 2013, the New
Controlling Shareholder received valid acceptances in respect of a
total 83,153,622 shares in the Company under the unconditional
mandatory cash offer (the “Share Acceptance”), representing 8.23%
of the entire issued share capital of the Company. Following
completion of the General Purchase and the Share Acceptance, the
New Controlling Shareholder held 60.39% equity interest in the
Company.

On 5 September 2013, Mr. Ng Kwong Chue Paul was appointed as
executive Director, Ms. Kou Mei In was appointed as non-executive
Director and Mr. Sze Lin Tang was appointed as an independent
non-executive Director.

On 6 November 2013, the Company has engaged RSM Corporate
Advisory (Hong Kong) Limited (formerly known as “RSM Nelson
Wheeler Corporate Advisory Limited”) (the “Forensic Accountants”)
to provide forensic accounting services to the Company. The Forensic
Accountants were engaged to investigate and to evaluate the
Potential Irregularities raised by the Predecessor Auditors and to
identify any person who may be responsible for the Potential
Irregularities, if applicable (the “Forensic Investigation”).

The current management of the Company has been making every
effort to facilitate the Forensic Accountants in Forensic Investigation.
However, (1) the Forensic Accountants were yet to commence their
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field work as the Company and the Forensic Accountants have
encountered difficulties in procuring relevant parties including the
previous management of the Group to cooperate in the field work
of the Forensic Investigation; (2) two PRC law firms were engaged
with the objectives to (i) effect the change of legal representatives
and board of directors of Da Qing Dairy, Heilongjiang Chang Qing
Dairy Products Co., Ltd. (BETHWEIAEEFREMTAHA) and
Wuchang Benniu Muye Co., Ltd (A% &&FHWEFRETAF)
(collectively referred as to the “PRC Subsidiaries”) through legal
means; and (i) obtain information requested by the Forensic
Accountants; and (3) the contemplate change of respective legal
representatives of the PRC Subsidiaries could not be effected and
due to insufficient financial resources of the Company, the Forensic
Investigation has been temporarily halted.

Subsequently, the New Controlling Shareholder appointed two
individuals into the board of directors of its wholly-owned
subsidiary, Global Milk Products Pte. Ltd, which is incorporated in
the Republic of Singapore (“Global Milk”). However, the Directors
could not locate complete books and records of the Company and
Global Milk and the previous managements of the Company and
Global Milk have continued ignoring the request for any
information.

Given the circumstances that the books and records of the
Company, Global Milk and the PRC Subsidiaries have been unable to
locate and access and in the absence of the Group’s previous
management to explain and validate the true state of the affairs of
the Company, it would be extremely difficult and time consuming to
ascertain the true and correct financial position and performance of
the Company. A reconstruction of the correct accounting records
would also be almost impossible as it will be necessary to verify the
information with external and independent sources and such sources
may not be available or may be unreliable due to their connections
with the Group’s previous management or those responsible for the
financial information which the Predecessor Auditors identified the
Potential Irregularities within and outside of the Group.

On 14 May 2015, The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) issued a letter to the Company informing that the
Company was placed in the first delisting stage pursuant to Practice
Note 17 of the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”).
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On 19 November 2015, the Stock Exchange issued a letter to the
Company stating that the Company was placed in the second
delisting stage. The Company should provide a viable resumption
proposal at least 10 business days before 3 May 2016 (the expiry
date of second delisting stage) to:

1 demonstrate sufficient operations of assets under rule 13.24 of
the Listing Rules;

2)  conduct forensic investigation on the issues raised by the
Predecessor Auditors, disclose the findings of the investigation
and take any remedial actions;

3)  demonstrate that there is no reasonable regulatory concern
about the character, level of due care and integrity the
Company’s management which will pose a risk to investors
and damage market confidence;

4)  publish all outstanding financial results and address any audit
qualification;

5)  demonstrate that the Company has put in place adequate
financial reporting procedures and internal control systems to
meet obligations under the Listing Rules; and

6) inform the market of material information for the shareholders
and the investors to appraise the Group's operation.

On 4 May 2015, the New Controlling Shareholder entered into a
sale and purchase agreement with Global Courage Limited (“Global
Courage”) pursuant to which the New Controlling Shareholder
agreed to sell and Global Courage agreed to purchase the sale
shares, representing approximately 60.39% of the entire share
capital of the Company at a consideration of approximately
HK$61,019,000, representing HK$0.1 per sale share. Upon
completion of the sales and purchase agreement, Global Courage is
required to make an unconditional mandatory general offer in cash
for all the issued shares of the Company other than those already
owned by Global Courage and parties acting in concert with it
under the Hong Kong Code on Takeovers and Mergers (the
"Takeovers Code”). Head & Shoulders Securities Limited will, on
behalf of Global Courage, make the offer, which is unconditional in
all respects in compliance with the Takeovers Code, at HK$0.10 per
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offer share, which is the same as the price per sale share paid by
Global Courage to the New Controlling Shareholder under the sale
and purchase agreement.

It is expected that the potential investor will review the operations
of the Group and explore any other business opportunities that may
arise in the market, which does not limit to any particular industry,
from time to time that it considers value enhancing to shareholders
of the Company and/or otherwise in the best interests of the Group.
The management of the Company will prepare a viable resumption
proposal to be submitted to the Stock Exchange for application of
resumption of trading of shares of the Company on the Stock
Exchange.

Chairlady
Kou Mei In

Hong Kong, 21 January 2016
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FINANCIAL REVIEW

Due to the loss of control over the subsidiaries in Singapore and in
the PRC, the financial statements of those subsidiaries have been
de-consolidated from the consolidated financial information of the
Group. There was no turnover for the year (2013: Nil). The loss for
the vyear ended 31 December 2014 was approximately
RMB2,622,000 (2013: approximately RMB3,445,000). The loss for the
year mainly attributed from rental expense and auditors’
remuneration.

PROSPECTS

The Board is in the process of identifying suitable target for business
cooperation and/or acquisition and preparing for the resumption
proposal.

DIVIDEND

The Board resolved not to recommend the payment of any dividend
for the year ended 31 December 2014 (2013: Nil).

LIQUIDITY, FINANCIAL RESOURCES AND
GEARING RATIO

As at 31 December 2014, the Company had total assets of
approximately RMB987,000 (2013: approximately RMB1,015,000). The
main assets of the Company as at 31 December 2014 were
property, plant and equipment for office use and bank balances and
cash. During the year under review, the Company has yet to have
any financial restructuring plan.

As at 31 December 2014, the Company's current liabilities amounted
to approximately RMB21,625,000 (2013: approximately
RMB19,116,000).

The net liabilities value per share of the Company was approximately
RMBO0.020 as at 31 December 2014 (2013: approximately RMB0.018).
The net liabilities value per share was computed based on
1,010,500,000 ordinary shares in issue as at 31 December 2014 and
2013 respectively.
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The gearing ratio as computed based on total interest bearing
indebtedness over total assets. No gearing ratio was computed as
the Company did not have interest bearing indebtedness as at
31 December 2014 and 2013 respectively.

PLEDGE OF ASSETS

As at 31 December 2014, the Company had no charges on its assets
(2013: Nil).

CAPITAL STRUCTURE

The Company had no changes in capital structure during the year
ended 31 December 2014.

SIGNIFICANT INVESTMENT AND ACQUISITIONS
AND DISPOSALS OF SUBSIDIARIES

The Company did not enter any new significant investment and
acquisitions and disposals of subsidiaries during the year ended
31 December 2014 (2013: Nil).

FOREIGN CURRENCY RISK

The Company’s functional currency is RMB. The foreign currency risk
of the Company is the foreign currency deposited in the bank. As at
31 December 2014, the Company had bank balances of
approximately RMB37,000 (2013: approximately RMB37,000) and
approximately RMB21,000 (2013: approximately RMB14,000)
denominated in USD and HKD respectively.
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Executive Directors

Mr. Ng Kwong Chue, Paul (& Y E) (“Mr. Ng”), aged 45, was
appointed as the executive Director on 5 September 2013. He holds
a bachelor degree in Commerce from the University of Melbourne.
He is a member of each of CPA Australia, Hong Kong Institute of
Certified Public Accountants and Hong Kong Investor Relations
Association, and a fellow member of The Hong Kong Institute of
Directors. He has many years of experience in corporate finance,
corporate restructuring and taxation gained from international
accounting firms. Mr. Ng also serves as an executive director,
authorised representative, company secretary and chief investment
officer of New Silkroad Culturaltainment Limited (formerly known as
“JLF Investment Company Limited”) (Stock Code: 472). He was the
co-founder of China Innovation Investment Limited (Stock Code:
1217) and had acted as the executive director and non-executive
director of the company from April 2003 to May 2006 and from
May 2006 to May 2013 respectively. Mr. Ng is also the honorary
chairman for Macao ASEAN International Chamber of Commerce,
the honorary president for Fujian Province Shishi Yuhu Care Charity
Association and The General Association of Xiamen (H.K.) Ltd.

Mr. Wang Delin (E&#k) (“Mr. Wang”), aged 58, was appointed
as our executive Director and chief executive officer of the Company
on 18 August 2011. He has extensive experience in the dairy
industry and outstanding corporate management skills. During his
term of office in Gong Da Group Heilongjiang Dairy Group (LK%
BlE25ETF %% E), the annual income of that company surged from
RMB1 billion (with net loss of RMBO.1 billion) to RMB3.5 billion (with
net profit of RMBO0.3 billion) under his leadership. Between July
1985 and May 1988, Mr. Wang studied in Harbin Ship Engineering
Institute (W E B M M T2 EBT) and graduated in moral and
education profession (BB A A H2) of the Faculty of Social
Sciences. During 1989 to 1996, he worked in Harbin Wood
Integrated Processing Factory (¥ BB /RHM 4R & M1 TIHR) as the deputy
manager. During 1996 to July 2011, he held positions as the
chairman and general manager in Gong Da Group Heilongjiang
Dairy Group (T REB BT XEH).
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Non-executive Director

Ms. Kou Mei In (& X #) (“Ms. Kou”), aged 41, was appointed as
the non-executive Director and chairlady on 5 September 2013. She
is a member of each of the remuneration committee (the
“Remuneration Committee”) and the nomination committee (the
“Nomination Committee”) of the Company. She is the wife of Mr.
Kyan Su Lone who is the sole director of Radiant State Limited, the
then controlling shareholder of the Company. Ms. Kou graduated
with a bachelor degree in Economics from Sun Yat-Sen University in
2000. Ms. Kou has over 7 years' experience in corporate
management, real estate development and financial investment.
Currently, Ms. Kou is the chairman of Chong Ou Seng Tourism
Company Limited (H 8 ¥k ik #2 B R 2 A1), Golf-Time Property
Company Limited CRFI=E @K E B R A F) and Jing Fu-Servicos
De Recurso Humano Limitada (2@ A HERAERAR]) and the
general manager of Kyan International Holdings Company Limited
(FIBEIBZE R AR A A]). Ms. Kou is also an executive director of
Macao ASEAN International Chamber of Commerce, the honorary
president of Ha Mun Friendship General Association of Macao and a
member of The Chinese People’s Political Consultative Conference
Xiamen Committee.

Independent Non-executive Directors

Mr. Sze Lin Tang (FEZE &) (“Mr. Sze”), aged 45, was appointed as
the independent non-executive Director on 5 September 2013. He is
the chairman of each of the audit Committee (the “Audit
Committee”) of the Company the Remuneration Committee and the
Nomination Committee. He is currently a director of a certified
public accountants firm. Mr. Sze is a member of the Association of
Chartered Certified Accountants, the Hong Kong Institute of
Certified Public Accountants, the Taxation Institute of Hong Kong
and the Society of Chinese Accountants and Auditors. Mr. Sze has
over 20 years of working experience in accounting, auditing and
taxation sectors.
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Mr. Qiu Xiaohua (EBEEZE) (“Mr. Qiu”), aged 58, was appointed as
the independent non-executive Director on 24 January 2014. He is a
member of each of the Audit Committee, the Remuneration
Committee and the Nomination Committee. He graduated from the
Department of Economics of Xiamen University, and received his
Ph.D. from Beijing Normal University. He is a senior statistician. He
has held several positions including secretary to the Communist
Party Committee and chief of National Bureau of Statistics of China,
senior researcher for China National Offshore Oil Corporation, part-
time professor of Xinhuadu Business School. Mr. Qiu has been
appointed as an executive director and vice-chairman of Zijin Mining
Group Company Limited (Stock Code: 2899) since May 2012. He was
the chief economist of Minsheng Securities from 1 September 2012
to 30 August 2015.
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The Directors submit herewith their annual report together with the
audited financial statements for the year ended 31 December 2014.

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

The Company is a limited liability company incorporated in the
Cayman lIslands and its principal place of business in Hong Kong is
Room 2512, 25/F., Cosco Tower, 183 Queen’s Road Central, Hong
Kong.

PRINCIPAL ACTIVITY

The Company is an investment holding company.

RESULTS AND APPROPRIATION

The results of the Company for the year ended 31 December 2014
are set out in the statement of profit or loss and other
comprehensive income on page 46.

FINANCIAL STATEMENTS
The results of the Company for the year ended 31 December 2014

and the state of the Company’s affairs as at 31 December 2014 are
set out in the financial statements on pages 46 to 131.

DISTRIBUTABLE RESERVE
The Company'’s reserves available for distribution represent the share
premium and accumulated losses which in aggregate amounted to

approximately RMB(20,647,000) as at 31 December 2014 (2013:
approximately RMB(18,110,000)).

DIVIDEND

The Board has resolved not to recommend the payment of any
dividend for the year ended 31 December 2014 (2013: Nil).

FIXED ASSETS

Details of movements in fixed assets during the year are set out in
note 12 to the financial statements.
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SHARE CAPITAL

Details of movements in the share capital of the Company during
the year are set out in note 21 to the financial statements.

DIRECTORS

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

Executive Directors

Mr. Ng Kwong Chue Paul
Mr. Wang Delin (Chief Executive Officer)

Non-executive Director
Ms. Kou Mei In (Chairlady)
Independent Non-executive Directors

Mr. Sze Lin Tang
Mr. Qiu Xiaohua
(appointed on 24 January 2014)

Pursuant to article 84(1) of the articles of association of the
Company, at each annual general meeting, one-third of the
Directors for the time being (or, if their number is not a multiple of
three (3), the number nearest to but not less than one-third) shall
retire from office by rotation provided that every Director shall be
subject to retirement at an annual general meeting at least once
every three years. All Directors were appointed after the last annual
general meeting of the Company. No Director shall retire at the
forthcoming annual general meeting of the Company and shall then
be eligible, offer himself for rotation at the forthcoming annual
general meeting of the Company.

By virtue of article 83(3) of the articles of association of the
Company, the Directors shall have the power from time to time and
at any time to appoint any person as a Director either to fill a
casual vacancy on the Board or as an addition to the existing Board.
Any Director appointed by the Board to fill a casual vacancy shall
hold office until the first general meeting of Shareholders after his
appointment and be subject to re-election at such meeting and any
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Director appointed by the Board as an addition to the existing Board
shall hold office only until the next following annual general
meeting of the Company and shall then be eligible for re-election.
The Directors namely Mr. Ng Kwong Chue Paul, Mr. Wang Delin,
Ms. Kou Mei In, Mr. Sze Lin Tang and Mr. Qiu Xiaohua shall hold
office only until the forthcoming annual general meeting of the
Company and shall then be eligible, offer themselves for re-election
at the forthcoming annual general meeting of the Company.

Each of the Directors, except Mr. Wang Delin, has entered into an
appointment letter with the Company for an initial term of three
years commencing from the date of appointment. Mr. Wang has
entered into a service agreement with the Company for an initial
fixed term commencing from 18 August 2011 to 27 October 2013
as an executive director of the Company. Subsequent to the issue of
the joint announcement of the Company and Global Courage
Limited dated 23 June 2015, the Company received the request from
Mr. Wang Delin to resign as an executive Director (the
“Resignation”). The Resignation will be effective from the earliest
time permitted under the Hong Kong Code on Takeovers and
Mergers, the Listing Rules and other applicable laws. Details of the
Resignation were set out in the announcements of the Company
dated 3 July 2015 and 14 July 2015.

Please refer to the section of Independent Non-executive Directors
under the Corporate Governance Report for the annual confirmation
of independence pursuant to Rule 3.13 of the Listing Rules.

DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS
OR SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2014, the interests or short positions of the
Directors and chief executives of the Company in the shares,
underlying shares and debentures of the Company and its associated
corporation (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO”)) which were notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they were taken
or deemed to have under such provision of the SFO) or which were
required to be recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the Company
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and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
follows:

Number of issued

Basdke  IRBBLETRTAESETE
FRPNBETRA(RETR ) BMEAR
AR ER SRR T

Approximate percentage
of the issued share capital

Name of Director Capacity ordinary shares held of the Company

e T EERAREBITRAE
EEpns &6 EBERHE BHaES
Ms. Kou Mei In Interest of spouse 610,193,622 (L) 60.39%

mEMLL o B HEas

(L): Long position

Note: The interest in 610,193,622 Shares in which Ms. Kou Mei In is deemed to be

interested through the interest of her spouse, Mr. Kyan Su Lone (as disclosed
hereinbelow).

Save as disclosed above, as at 31 December 2014, none of the
Directors or chief executives of the Company had or was deemed to
have any interests or short positions in the shares, underlying shares
or debentures of the Company and its associated corporations
(within the meaning of Part XV of the SFO) which were required to
be 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.

DIRECTORS’
DEBENTURES

RIGHT TO ACQUIRE SHARES OR

Save as disclosed above, at no time during the financial year was
the Company, or any of its holding companies, its subsidiaries or its
fellow subsidiaries a party to any arrangement to enable the
Directors and chief executives of the Company (including their
spouses and children under 18 years of age) to hold any interest or
short positions in the shares, or underlying shares, or debentures, of
the Company or its associated corporations (with the meaning of
Part XV of the SFO).

it 610,193,622tz iER IEERLLHER BB
HiiBg ekt EamEs (R TXHEE) -

BREXFREBEEBEZE_T—HF+_A=1
—R BEEHARFNEIBITHRABLER
ARAREBBEE(EERBLFRAER
BIEXVER) Bty ~ AR MO KEF T HEAE K
BREBRERZ SR MERD F35216 A5
BRZEMECHOERIORR - SRR
1RESTRIZE F G AR A) N B 32 P B0 4 21 SOK

PN
B e

EESREROIEFTNER

B EXPEREESN AR FEEAZERA
A MBARHFERMERRRMBEEE
AEERETIERNLHREESERART
TETBRAB(BREENEBRERKETF
ARARR S EBE LB (EEREHFR
HMEGRPIEXVED) TR - HERDHE
BESATMEDEIXRE



SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2014, the following persons or corporations
(other than Directors or chief executives of the Company) were
interested in 5% or more of the issued share capital of the
Company which were recorded in the register of interests required
to be kept by the Company pursuant to Section 336 of the SFO, or
to be disclosed under the provisions of Divisions 2 and 3 of Part XV
of the SFO and the Listing Rules:
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Approximate
percentage of the

Number of issued issued share capital

Name of Shareholder Capacity ordinary shares held of the Company
FBeRT HEXAAFERITRE

IR R & &6 ZRERHE OB

Radiant State Limited Beneficial owner 610,193,622 (L) 60.39%

EABR AR EREAAN

Mr. Kyan Su Lone (Note) Interest of controlled 610,193,622 (L) 60.39%

corporation
Eoy: A Gk R E R
Extensive Success Limited Interest of controlled 57,000,000 (L) 5.64%

corporation
Extensive Success Limited S EEE S

(L): Long position

Note: The 610,193,622 Shares are held by Radiant State Limited, which is wholly-owned

by Mr. Kyan Su Lone. Thus, he is deemed to be interested in the 610,193,622
Shares held by Radiant State Limited pursuant to the SFO.

Save as disclosed above, as at 31 December 2014, the Company had
not been notified by any person or company, other than Directors or
chief executives of the Company whose interest are set out in the
section headed “DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
OR SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES” in this report, who had interests or short positions in
the shares, underlying shares and debentures of the Company which
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would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO or which were recorded in
the register to be kept by the Company under section 336 of the
SFO.

The Company adopted a share option scheme (the “Share Option
Scheme”) which was approved by the written resolutions of all the
shareholders of the Company (the “Shareholders”) and adopted by
the resolutions of the Board passed on 10 October 2010 (the
“Adoption Date”). The Share Option Scheme is for a period of 10
years commencing from the Adoption Date, after which period no
further options shall be granted.

The purpose of the Share Option Scheme is to reward the
Participants (as defined below) who have contributed to the Group
and to encourage the participants to work towards enhancing the
value of the Company and its Shares for the benefit of the
Company and its Shareholders as a whole.

Under the Share Option Scheme, the Board may offer (the "Offer”)
options to the Directors (including executive Directors, non-executive
Directors and independent non-executive Directors and any of their
respective associates) and employees (including any of their
associates) of the Group, companies owned by directors of the
Group and any advisors, consultants, distributors, contractors,
suppliers, agents, customers, business partners, joint venture
business partners, promoters, service providers of any member of the
Group who the Board considers, in its sole discretion, have
contributed or will contribute to the Group (the “Participants”), to
subscribe for Shares in the Company in accordance with the terms
of the Share Option Scheme.

The total number of Shares in respect of which options may be
granted under the Share Option Scheme and any other share option
schemes of the Company shall not, in aggregate, exceed 10% in
nominal amount of the aggregate of Shares in issue on the Listing
Date without prior approval from the Shareholders. The maximum
number of Shares issued and to be issued upon exercise of the
options granted to a single Participant under the Share Option
Scheme and any other share option scheme of the Company
(including both exercised and outstanding options) in any 12-month
period shall not exceed 1% of the Shares in issue for the time
being.
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Any Offer will remain open for acceptance by a Participant for 28
days from the date of grant and is deemed to be accepted when
the Company receives from the relevant Participant the Offer letter
signed by him/her specifying the number of Shares in respect of
which the Offer is accepted and a remittance to the Company of
HK$1.00 as consideration for the grant of option. The option may
be exercised at any time during the period to be determined and
notified by the Board to the Participant at the time of making an
Offer which shall not be later than 10 years from the date of grant.
The exercise price will be determined by the Board, and but in any
event shall not be less than the highest of (i) the nominal value of
the Shares, (ii) the closing price of the Shares as stated in the daily
quotations sheets issued by the Stock Exchange on the date of
grant, or (iii) the average closing price of the Shares as stated in the
daily quotations sheets issued by the Stock Exchange for the five
Business Days immediately preceding the date of grant.

Details of the movements in share options granted under the Share
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Option Scheme during the year ended 31 December 2014 are as HHEREFIARENERENZEHFISN
follows: T
Granted  Exercised Lapsed Cancelled Exercise
Date of Grant Outstanding at ~ during the during the during the  during the Outstanding at price
Name of Category of Share Option 01.01.2014 year year year year 31.12.2014 Vesting Period Exercise Period (HKS)
R-g-RE R-g-RE
-A-H +=A=+-8 %R
RHER BRERLAS HRTE ERRE  FRTE  FRAH EREH HATE BESH RS (R 7)
Other Employees: 28.04.2011 12,000,000 0 0 (12,000,000) 0 0 28.4.2011-27.10.2014 28.10.2012-2710.2014 3512
EfES: “2--FEWAZT/R —2-—F@AZTN\RE “B-ZETAZTN\RE
ZE-PmETAZTLRE “E-BETAZTLH
Save as disclosed above, there were no options outstanding, & EXFWEESI  BHE-T—NFE+ A

granted, exercised, cancelled or lapsed during the year ended 31
December 2014.

SUFFICIENCY OF PUBLIC FLOAT

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

=t-BLEFE SEAKRTE 2EE
BT EEHERDRRNBERE -

AELARBRE
BREAARMELNRRESRA  BER
REEH ARACESETRARENA

BRRE -

21



22

Daqing Dairy Holdings Limited Annual Report 2014

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year, no Directors or their respective associates (as
defined in the Listing Rules) had any interest in a business which
competes or is likely to compete, either directly or indirectly, with
the business of the Group.

DIRECTORS’ INTERESTS IN CONTRACTS

No contract of significance to which the Company, its holding
companies, or any of its subsidiaries was a party, and in which a
Director had a material interest, subsisted at the end of the
reporting period or at any time during the reporting period.

DELAY IN DESPATCH OF ANNUAL REPORT FOR
THE YEAR ENDED 31 DECEMBER 2014

Due to suspension of trading in the Company’s shares on the Stock
Exchange and losing control of subsidiaries in Singapore and in the
PRC, the Company has not been able to despatch the annual report
for the financial year ended 31 December 2014 (the “Annual
Report”) to its members within the due date as required by the
Listing Rules.

The delay in the despatch of the Annual Report constitutes a breach
of Rule 13.46(2) of the Listing Rules by the Company.

NON-COMPLIANCE OF APPENDIX 16
“DISCLOSURE OF FINANCIAL INFORMATION"” OF
THE LISTING RULES

Given the circumstances that the Directors lose control of
subsidiaries in Singapore and in the PRC and unable to locate and to
get access to the complete books and records of the de-
consolidated subsidiaries, no sufficient data available to compile the
Annual Report so as to comply with the Appendix 16 “Disclosure of
Financial Information” of the Listing Rules. The following information
has been omitted from this annual report:

1. Connected transactions and continuing connected transactions
with the connected person as defined in Chapter 14A of the
Listing Rules;
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2. Details of related party transactions;

3. Details of the number and remuneration of employees,
remuneration policies, and the retirement benefits scheme;,

4. Details of commitments and contingent liabilities; and

5. Information in respect of major customers and major suppliers.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the past four financial periods is set out in the financial
summary section on page 132 of this report.

RETIREMENT BENEFIT PLANS

The employees of the Group in the PRC are members of a
statemanaged retirement benefits scheme operated by the PRC
Government. The Group is required to contribute a specified
percentage of its payroll costs to the retirement benefits scheme to
fund the benefits. The only obligation of the Group with respect to
the retirement benefits scheme is to make the specified
contributions under the scheme.

Particulars of employee retirement benefit plans of the Group are set
out in note 25 to the financial statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
articles of association or the laws of the Cayman Islands, being the
jurisdiction in which the Company was incorporated.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during the
financial year.
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EVENTS AFTER THE REPORTING DATE

Save as disclosed in note 29 to the financial statements, there is no
other significant events occurred after the reporting date and up to
the date of signing this annual report.

CORPORATE GOVERNANCE

Full details on the Company’s corporate governance practices are set
out on pages 25 to 38.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) was
established with written terms of reference which are in line with
the Code on Corporate Governance Practices as set out in Appendix
14 to the Listing Rules and the existing Audit Committee comprises
two independent non-executive Directors.

The existing Audit Committee has reviewed the Company’s financial
statements for the year ended 31 December 2014.

AUDITORS

On 21 March 2012, Deloitte Touche Tohmatsu, the then auditors of
the Company resigned and HLB Hodgson Impey Cheng Limited
("HLB™) has been appointed as auditors of the Company on 3 July
2015. The financial statements for the year ended 31 December
2014 have been audited by HLB who will retire and, being eligible,
offer themselves for re-appointment in the forthcoming annual
general meeting.

By order of the Board

Ms. Kou Mei In

Chairlady

Hong Kong, 21 January 2016
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CORPORATE GOVERNANCE PRACTICES

The Directors recognise the importance of incorporating the
elements of good corporate governance in the management
structures and internal control procedures of the Group so as to
achieve effective accountability to the Shareholders as a whole.
Thus, the Company adopted the principles and the code provisions
of the Code on Corporate Governance Practices (the “CG Code”)
contained in Appendix 14 of the Listing Rules.

In accordance with the requirements of the Listing Rules, the
Company has established an audit committee (the "Audit
Committee”). The Company has also established a nomination
committee (the “Nomination Committee”) and a remuneration
committee (the “Remuneration Committee”) with defined terms of
reference. The terms of reference of these Board committees are
available on the Stock Exchange’s website and the Company’s
website.

During the year under review, the Company has complied with the
CG Code except for the deviation from the code provisions which
are explained below.

Code Provision A.1.8

No insurance cover has been arranged because of the suspension in
trading of the Company’s shares. Directors’ insurance will be
arranged for each Director once such can be arranged or
immediately upon the resumption of trading of the Company's
shares.

Code Provision A.2.8

Appropriate steps should be taken to provide effective
communication with shareholders and that their
communicated to the board as a whole. However, no shareholders’
communication policy has been established in the Company. The
Company will improve in this aspect in the near future.

views are
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Code Provision A.4.2

Every director, including those appointed for a specific term, should
be subject to retirement by rotation at least once every three years.
Mr. Wang Delin was appointed as the executive Director on 18
August 2011. As the Company has not held any annual general
meeting after 16 June 2011, Mr. Wang Delin has not retired by
rotation at least once every three years. Mr. Wang Delin tendered
his resignation from his office as an executive Director as per the
announcements of the Company dated 3 July 2015 and 14 July
2015.

Code Provision A.5.6

The nomination committee (or the board) should have a policy
concerning diversity of board members, and should disclose the
policy or a summary of the policy in the corporate governance
report. However, no board diversity policy has been established in
the Company. The Company will improve in this aspect in the near
future.

Code Provision C.1.2

Management should provide all members of the board with monthly
updates giving a balanced and understandable assessment of the
issuer’'s performance, position and prospects. The Company has not
yet provided monthly updates on the financial information of the
Group’s performance position and prospects due to the loss of
control over the subsidiaries in Singapore and in the PRC, and thus
the financial statements of those subsidiaries have been de-
consolidated from the consolidated financial information of the
Group.

Code Provision C.2.1

The Company has not conducted a review of the effectiveness of
the Company’s and its subsidiaries’ internal control systems due to
the loss of control over the subsidiaries in Singapore and in the PRC,
and thus the financial statements of those subsidiaries have been
de-consolidated from the consolidated financial statements of the
Group.
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Code Provision E.1.4

The board should establish a shareholders’ communication policy and
review it on a regular basis to ensure its effectiveness. However, no
such policy has been established in the Company. The Company will
improve in this aspect in the near future.

The existing Board is of the view that apart from achieving the
resumption of the Company, one of its main priorities in 2016 is to
improve the corporate governance of the Group.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the model code as set out in Appendix
10 of the Listing Rules (the “Model Code”) as the required standard
for securities transactions by Directors. The Company has made
specific enquiries of all existing Directors and all Directors, except
Mr. Wang Delin, confirmed that they have complied with the
required standards set out in the Model Code and its code of
conduct regarding directors’ securities transactions throughout the
year ended 31 December 2014.

BOARD OF DIRECTORS
Composition of the Board of Directors

As at 31 December 2014, the Board comprises two executive
Directors, namely Mr. Ng Kwong Chue Paul and Mr. Wang Delin
(being the chief executive officer); one non-executive Director,
namely Ms. Kou Mei In (being the chairlady); and two independent
non-executive Directors, namely Mr. Sze Lin Tang and Mr. Qiu
Xiaohua.

The roles of the chairman and chief executive officer are segregated
and are not exercised by the same individual.
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Functions of the Board

The principal function of the Board is to consider and approve
strategies, financial objectives, annual budget, investment proposals
of the Group and to assume the responsibilities of corporate
governance of the Group. The Board delegates the authority and
responsibility for implementing day-to-day operations, business
strategies and management of the Group’s businesses to the
executive Directors, senior management and certain specific
responsibilities to the Board committees.

Board Meetings and Board Practices

During the year ended 31 December 2014, the Board held eight
board meetings. The Directors can attend meetings in person or
through other means of electronic communication in accordance
with the Company’s articles of association. All Directors may access
the advice and services of the company secretary who regularly
updates the Board on governance and regulatory matters. All
Directors will also be provided with sufficient resources to discharge
their duties, and upon reasonable request, the Directors will be able
to seek independent professional advice in appropriate
circumstances, at the Company’s expense. All minutes of board
meetings were recorded in sufficient detail of the matters
considered by the Board and the decisions reached.
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For the year ended 31 December 2014, eight board meetings were

held. Details of the attendance of Directors are as follows:

Name of the Director
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Board Meeting

EEpns ExgEed
Executive Directors

HITES

Mr. Ng Kwong Chue Paul (appointed on 5 September 2013)

RABEE(RZT—Z=ZFNARAEZE) 8/8
Mr. Wang Delin (appointed on 18 August 2011)

FEMEERZBE——FNATNBEZE) 0/8
Non-executive Director

FHITES

Ms. Kou Mei In (appointed on 5 September 2013)

SERZT(RZE-—=FNLARBEEZMA) 7/8
Independent Non-executive Directors

BIYFBTES

Mr. Sze Lin Tang (appointed on 5 September 2013)

EREER_T—=FALARREZE) 8/8
Mr. Qiu Xiaohua (appointed on 24 January 2014)
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CONTINUOUS PROFESSIONAL DEVELOPMENT OF EE v EEHERRE
DIRECTORS

For the year ended 31 December 2014, the Directors has REE-_ZT—WNFEF+_A=+—HIFE "
participated in the following continuous professional development to ZEFEDLEMNUNFETERRE  UEE LK
develop and refresh their knowledge and skills: ERE B R

Reading materials

Attending seminars
conducted by
professional parties

relating to directors’
development and
duties

HEEXATEHEZ HNEERESZRER
B B % 2 ¥ 8
Mr. Ng Kwong Chue Paul v v
RAAERAE
Mr. Wang Delin N/A
FTRMEE 3@ A
Ms. Kou Mei In v
SEMRLL
Mr. Sze Lin Tang 4 4
Bt 3 B SR
Mr. Qiu Xiaohua v
B W% 2 5t A

Directors’ Appointment, Re-election and Removal

Mr. Wang has entered into a services contract agreement with an
initial fixed term from 18 August 2011 to 27 October 2013 being as
an executive Director. Each of the Directors, except Mr. Wang Delin,
has entered into a service contract or appointment letter with the
Company for an initial term of three years commencing from the
date of appointment, and subject to termination in accordance with
the provisions of the service contract or appointment letter giving
the other not less than three months’ prior written notice.
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By virtue of article 83(3) of the articles of association of the
Company, the Directors shall have the power from time to time and
at any time to appoint any person as a Director either to fill a
casual vacancy on the Board or as an addition to the existing Board.
Any Director appointed by the Board to fill a casual vacancy shall
hold office until the first general meeting of Shareholders after his
appointment and be subject to re-election at such meeting and any
Director appointed by the Board as an addition to the existing Board
shall hold office only until the next following annual general
meeting of the Company and shall then be eligible for re-election.

In compliance with the code provision in A.4.2 of the CG Code all
Directors are subject to retirement by rotation at least once every
three years. Furthermore, pursuant to the article 84(1) of the articles
of association of the Company, at each annual general meeting one-
third of the Directors for the time being (or, if their number is not a
multiple of three (3), the number nearest to but not less than one-
third) shall retire from office by rotation provided that every Director
shall be subject to retirement at an annual general meeting at least
once every three years.

Regarding the resignations of the Directors, Mr. Fu Chong, Mr. Xia
Yuan Jun, Mr. Fong Pin Jan, Mr. Zhou Yu and Mr. Zhao Chuan Wen
resigned as the executive Directors on 1 October 2012, 3 January
2013, 10 January 2013, 10 January 2013 and 21 January 2013
respectively. Besides, Mr. Zhang Zhou, Ms. Chan Wah Man Carman,
Mr. Cheung Hok Fung Alexander resigned as the independent non-
executive Directors on 15 May 2012, 14 June 2012 and 15 June
2012 respectively. Furthermore, Mr. Chiang Chi Kin Stephen, who
was appointed as the independent non-executive Director on 28
November 2012, resigned as the same on 31 December 2013.

Regarding the appointments of the Directors, Mr. Wang Delin was
appointed as the executive Director and the chief executive officer of
the Company on 18 August 2011. Mr. Ng Kwong Chue Paul was
appointed as the executive Director on 5 September 2013. Ms. Kou
Mei In was appointed as the non-executive Director and the
chairlady of the Company on 5 September 2013. Moreover, Mr. Sze
Lin Tang and Mr. Qiu Xiaohua were appointed as the independent
non-executive Directors on 5 September 2013 and 24 January 2014
respectively. Lastly, as the above mentioned, Mr. Chiang Chi Kin
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Stephen was appointed as the independent non-executive Director
on 28 November 2012 but resigned as the same on 31 December
2013.

Independent Non-executive Directors

During the year under review, the Company did not fulfill the
requirement of Rule 3.10(1) since the Company only included Mr. Sze
Lin Tang and Mr. Qiu Xiaohua as the independent non-executive
Directors. The Company did fulfill the requirement of Rule 3.10(2) as
Mr. Sze Lin Tang being with accounting professional qualification
and the Company also did fulfill the requirement of Rule 3.10A as
the Company includes the mentioned two independent non-
executive Directors out of totally five Directors.

The Company has received confirmations of independence from each
of the independent non-executive Directors. The Board considers
each of the independent executive Directors to be independent by
reference to the factors as set out in Rule 3.13 of the Listing Rules.

Delegation of Powers

The Board delegates day-to-day operations of the Group to
executive Directors and management of the Company with
department heads responsible for different aspects of the business/
functions, while reserving certain key matters in making strategic
decision for its approval. When the Board delegates aspects of its
management and administration functions to management, it gives
clear directions as to the powers of management, in particular, with
respect to the circumstances where management need to report
back and obtain prior approval from the Board before making
decisions or entering into any commitments on behalf of the
Company.
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BOARD COMMITTEES
Audit Committee

The Audit Committee was established on 10 October 2010 with
written terms of reference in compliance with Rule 3.21 of the
Listing Rules and paragraph C3 of the CG Code as set out in
Appendix 14 of the Listing Rules. The primary duties of the Audit
Committee are to provide the Board with an independent review of
the effectiveness of the financial reporting process, internal control
and risk management system of the Group, to oversee the audit
process and to perform other duties and responsibilities as assigned
by the Board.

The Audit Committee consists of two independent non-executive
Directors, namely, Mr. Sze Lin Tang (being the chairman of the Audit
Committee and a Hong Kong Certified Public Accountant) and Mr.
Qiu Xiaohua.

For the year ended 31 December 2014, the Audit Committee did not
conduct any meetings and could not fulfill the requirements under
Rule 3.21 of the Listing Rules due to the resignations of committee
members in 2012 and the absence of appropriate candidates for the
vacancies.

The existing Audit Committee has reviewed the Company’s financial
statements for the year ended 31 December 2014.

Remuneration Committee

The Remuneration Committee was established on 10 October 2010
with written terms of reference in compliance with paragraph B1 of
the CG Code as set out in Appendix 14 of the Listing Rules. The
primary duties of the Remuneration Committee include (but without
limitation): (a) making recommendations to the Directors on the
policy and structure for all remuneration of the Directors and senior
management and on the establishment of a formal and transparent
procedure for developing policies on such remuneration; (b)
determining the terms of the specific remuneration package of the
Directors and senior management; (c) reviewing and approving
performance-based remuneration by reference to corporate goals and
objectives resolved by the Directors from time to time; and (d)
considering and approving the grant of share options to eligible
Participants under the Share Option Scheme.
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The Remuneration Committee consists of two independent non-
executive Directors, namely, Mr. Sze Lin Tang (being the chairman of
the Remuneration Committee) and Mr. Qiu Xiaohua, and one non-
executive Director, namely, Ms. Kou Mei In.

For the vyear ended 31 December 2014, the Remuneration
Committee did not conduct any meetings and could not fulfill the
requirement of Rule 3.25 of the Listing Rules due to the resignation
of the committee members in 2012 and the absence of appropriate
candidates for the vacancies. The requirements under Rule 3.25 of
the Listing Rules was fulfilled from 24 January 2014 due to the
appointment of Mr. Qiu Xiaohua.

Remuneration Policy for Directors and Senior
Management

The emolument policy of the employees of the Group is determined
on the basis of their merit, qualifications and competence.

The emoluments of the Directors are recommended and determined
by the Remuneration Committee, having regard to the corporate
goals and objectives resolved by Directors from time to time.
Directors are entitled to an aggregate annual basic salary. In
addition, each of the executive Directors is also entitled to a
discretionary bonus as determined by the Remuneration Committee
by reference to the performance of the Group.

The Company has adopted a Share Option Scheme on 10 October
2010. The purpose of the Share Option Scheme is to reward eligible
Participants who have contributed to the Group and to encourage
Participants to work towards enhancing the value of the Company
and its Shares for the benefit of the Company and its Shareholders
as a whole.
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Nomination Committee

The Nomination Committee was established on 10 October 2010
with written terms of reference of the Company as recommended in
paragraph A4.5 of the CG Code as set out in Appendix 14 to the
Listing Rules. The primary duties of the Nomination Committee are
to formulate the nomination procedures and standards for
candidates for Directors and senior management, to conduct
preliminary review of the qualifications and other credentials of the
candidates for Directors and senior management and to recommend
suitable candidates for Directors and senior management to the
Board.

The Nomination Committee consists of one non-executive Director,
being Ms. Kou Mei In, and two independent non-executive
Directors, being Mr. Sze Lin Tang and Mr. Qiu Xiaohua.

For the year ended 31 December 2014 the Nomination Committee
did not conduct any meetings and could not fulfill the requirement
under the terms of reference of the Nomination Committee due to
the resignations of the committee members in 2012 and the
absence of appropriate candidates for the vacancies.

ACCOUNTABILITY AND AUDIT

Directors’ and Auditor’s Responsibilities for the Financial
Statements

The Board acknowledges its responsibility to prepare the Group’s
financial statements for each financial period to give a true and fair
view of the state of affairs of the Group and of the results and cash
flows for that period. In preparing the financial statements for the
year ended 31 December 2014, the Board has selected suitable
accounting policies and applied them consistently, made judgments
and estimates that are prudent, fair and reasonable and prepared
the financial statements on a going concern basis. The Directors are
responsible for taking all reasonable and necessary steps to
safeguard the assets of the Group and to prevent and detect fraud
and other irregularities.
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Auditor’s Remuneration

Deloitte Touche Tohmatsu (“Deloitte”) resigned as auditor of the
Company (the "Auditor”) with effect from 21 March 2012. HLB
Hodgson Impey Cheng Limited (“HLB") has been appointed as the
new Auditor with effect from 3 July 2015 to fill the causal vacancy
left by the resignation of Deloitte. The remuneration in respect of
audit and non-audit services for the year ended 31 December 2014
provided by the Auditor, HLB, are as follows:

=BT =

EHefIEM A AMIT(EHDERFHLR
NRIZEM B-ZE——F=A_-+—H#&
A BEEMmEKSMERAA(RHED
BEZTARRRIZHAZEN B —
AECAZABRER  WEREEHRHITME
AR - EERHEMEAREEZ
—WF+ A=+ —HULEFEREZXERE

RIEZERE 20T :
Type of Services RMB’000
BR 7% 28 Bl ARBTR
Audit services ZH RS 317
Non-audit services (Note) JE % B R % (B 32) 238
Total BEr 555

Note: The non-audit services was related to interim financial statements review.

NON-COMPLIANCE WITH FINANCIAL REPORTING
PROVISIONS OF THE LISTING RULES

On 21 March 2012, Deloitte resigned as the auditor of the
Company. The Company was in the process of identifying a suitable
replacement to fill the vacancy following the resignation of Deloitte.

On 26 June 2013, HLB was appointed as the auditor of the
Company to fill the casual vacancy following the resignation of
Deloitte. However, due to incomplete record, the appointment of
HLB was formally engaged by the Board on 3 July 2015.

Thus, the Company could not timely comply with the financial
reporting provisions under the Listing Rules in announcing and
publishing its annual results and annual reports for the years ended
31 December 2011, 2012, 2013 and 2014 and its interim results and
interim reports for the six months ended 30 June 2012, 2013, 2014
and 2015.

M FRBERESREMPRYBIERR -

B £ Rz B 3 S R SR
E

R-E——F=ZA-+—B EHHEAR
BIZEAED - ARREEYESENERZE
Bb - LIEMB R TR ZZR -

R-B—=2XA-T<A BHEEEAR
ARTRIED - AR DB R 2 H 2
B AT MRESTRE EFER-T
B EAZBAEREEEE -

At ARRIR AR TIBERHE-F ——
FZF-—F —F--FR-FT-MEL
AT ALEFEZFERBRFRAR
HE-_ZT——F —_Z—=F -"_T-—OFK
—E-RGENASTALABAZRHER
AR ER - REERFETLEMAET
ZHBEREGRIATE -



INTERNAL CONTROL

The Board acknowledges its responsibility for the effectiveness of the
Company’s internal control system. However, the Company has not
conducted a review of the effectiveness of the Company’s and its
subsidiaries’ internal control systems due to the loss of control over
the subsidiaries in Singapore and in the PRC, and thus the financial
statements of those subsidiaries have been de-consolidated from the
consolidated financial statements of the Group.

COMPANY SECRETARY

The Company has engaged in a service contract with an external
service provider, Ms. Ho Wing Yan (“Ms. Ho"), who was appointed
as the company secretary of the Company (the “Company
Secretary”). Mr. Ng Kwong Chue Paul, the executive Director, is the
primary corporate contact person of the Company with Ms. Ho. Ms.
Ho confirmed that she has received 15 hours professional trainings
under the requirement of Rule 3.29 of the Listing Rules during the
year under review.

On 1 June 2015, Ms. Ho resigned as the Company Secretary and
Ms. Wong Po Ling Pauline was appointed as the Company
Secretary.

INVESTORS AND SHAREHOLDERS RELATIONS

The Board recognises the importance of maintaining clear, timely
and effective communication with the Shareholders and investors.
The Board also recognises that effective communication with
investors is the key to establish investor confidence and to attract
new investors. Therefore, the Group is committed to maintaining a
high degree of transparency to ensure that the investors and the
Shareholders receive accurate, clear, comprehensive and timely
information of the Group by the publication of annual reports,
interim reports, announcements and circulars. The Company also
publishes all documents on the Company’s website at http:/www.
cre8ir.com/dagingdairy/. The Board continues to maintain regular
dialogues with institutional investors and analysts to keep them
informed of the Group’s strategy, operations, management and
plans. The Directors and the committee members are available to
answer questions at annual general meetings of the Company.
Separate resolutions would be proposed at general meetings of the
Company on each substantially separate issue.
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Shareholders’ Right

Pursuant to the Company’s Memorandum and Articles of
Association, the Board may whenever it thinks fit call extraordinary
general meetings. Any one or more Members holding at the date of
deposit of the requisition not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general
meetings of the Company shall at all times have the right, by
written requisition to the Board or the secretary of the Company, to
require an extraordinary general meeting to be called by the Board
for the transaction of any business specified in such requisition; and
such meeting shall be held within two (2) months after the deposit
of such requisition. If within twenty-one days of such deposit the
Board fails to proceed to convene such meeting the requisitionist(s)
himself (themselves) may do so in the same manner, and all
reasonable expenses incurred by the requisitionist(s) as a result of the
failure of the Board shall be reimbursed to the requisitionist(s) by the
Company.

Shareholders may put forward their proposals or inquiries to the
Board by sending their written request to the Company’s
correspondence address in Hong Kong.
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Bl #F g3t & F4mAmNa

Hodgson Impey Cheng Limited

HLB

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDER OF
DAQING DAIRY HOLDINGS LIMITED
(Incorporated in Cayman Islands with limited liability)

We were engaged to audit the financial statements of Daging Dairy
Holdings Limited (the “Company”) set out on pages 46 to 131,
which comprise the Company statements of financial position as at
31 December 2014, and the statement of profit or loss and other
comprehensive income, the statement of changes in equity and the
statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

The directors of the Company are responsible for the preparation of
financial statements that give a true and fair view in accordance
with International Financial Reporting Standards issued by the
International Accounting Standards Board (“IFRSs”) and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors of the Company
determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to
fraud or error.

Our responsibility is to express an opinion on these financial
statements based on our audit and to report our opinion solely to
you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other persons for the
contents of this report. Except for the inability to obtain sufficient
appropriate audit evidence as explained below, 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 as to whether
the financial statements are free from material misstatement.
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Because of the matters described in the basis for disclaimer of
opinion paragraphs, however, we were not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion.

a)

Opening balances and the comparative information

The opening balances and the comparative figures disclosed in
the financial statements are based on the audited financial
statements of the Company for the year ended 31 December
2013 of which our auditors’ report dated 21 January 2016
expressed a disclaimer opinion. The matters which resulted in
that disclaimer opinion included (a) authenticity of accounting
records and de-consolidation of all subsidiaries; (b) incomplete
books and records; (c) non-compliance with IFRSs and omission
of disclosures; (d) bank balances and cash; (e) amount due to
a subsidiary; (f) accrued expenses and other payables; (g)
contingent liabilities and commitments; (h) share-based
payments; (i) events after the reporting period; (j) related party
transactions; and (k) going concern basis of accounting. Due to
lack of complete books and records of the Company, we have
been unable to obtain sufficient appropriate audit evidence as
to whether the opening balances as at 1 January 2014 and the
comparative figures for the year ended 31 December 2013
were properly recorded and accounted for and in compliance
with the requirements of applicable IFRSs including
International Accounting Standard (“IAS”) 1 “Presentation of
Financial Statements”. There were no alternative audit
procedures that we could perform to satisfy ourselves as to
whether the opening balances and the comparative figures
were free from material misstatement. Any adjustments to the
opening balances as at 1 January 2014 that would be required
may have a consequential significant effect on the Company’s
assets and liabilities as at 1 January 2014 and 31 December
2014 and its results for the years ended 31 December 2013
and 2014, and the presentation and disclosure thereof in the
financial statements.
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b)

Departure from IFRS 10 “Consolidated Financial
Statements”

As disclosed in note 2.1 to the financial statements, the
predecessor auditors of the Company (the “Predecessor
Auditors”) identified certain potential irregularities in respect of
certain accounting records and transactions recorded in the
books of the Company’s indirectly wholly-owned subsidiaries
incorporated in the People’s Republic of China (the "PRC")
namely, Da Qing Dairy Ltd. (KREI RBEREE L A),
Heilongjiang Chang Qing Dairy Products Co., Ltd. (28I EE
FL¥ AR &E A7) and Wuchang Benniu Muye Co., Ltd (T
BHESKREBRET AR (collectively referred as to the “PRC
Subsidiaries”). The Predecessor Auditors subsequently resigned
on 21 March 2012. As disclosed in note 2.1 to the financial
statements of the Company, certain new directors were
appointed following the change in controlling shareholder and
it was announced on 6 November 2013 that a firm of forensic
accounting specialists (the *“Forensic Accountants”)
appointed to investigate these potential irregularities (the
“Forensic Investigation”). Both the Forensic Accountants and
the directors of the Company have been unable to get access
to the books and records of the PRC Subsidiaries. The
directors of the Company have also been unable to locate the
complete books and records of the Company and Global Milk
Products Pte. Ltd which is the Company’s directly wholly-
owned subsidiary incorporated in the Republic of Singapore
("Global Milk”). The directors of the Company have further
confirmed to wus that the previous management of the
Company and its subsidiaries (the “Group”) did not response
to their request for any information of the Group.
Furthermore, the Company resolved to put Global Milk into
winding up in a shareholder’s meeting held on 3 December
2015.

was

Given these circumstances, the directors of the Company have
not consolidated the financial statements of Global Milk and
the PRC Subsidiaries (collectively referred to as the “De-
consolidated Subsidiaries”) and no consolidated financial
statements of the Company were prepared for the vyears
ended 31 December 2013 and 2014.

The directors of the Company have determined to exclude the
De-consolidated Subsidiaries in presenting the financial
position, results of operations and cash flows and did not

b)
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prepare consolidated financial statements for the Group under
the above mentioned circumstances. The exclusion of the
financial position, results and cash flows of the De-
consolidated Subsidiaries and no consolidated financial
statements have been prepared for the Group is a departure
from the requirements of IFRS 10 “Consolidated Financial
Statements”.

Due to the lack of complete books and records of the De-
consolidated Subsidiaries, we have been unable to obtain
sufficient appropriate audit evidence and explanation to assess
the accounting treatment on de-consolidation of the De-
consolidated Subsidiaries and the resulting movement in the
statutory surplus reserve. We are also unable to ascertain the
impact of the potential irregularities with respect to the
accounting records and transactions of the Group, if any, and
the de-consolidation of the De-consolidated Subsidiaries on the
financial statements of the Company. Any adjustment that
would be required may have a consequential significant effect
on the net liabilities of the Company as at 31 December 2014
and the loss attributable to equity holders of the Company for
the year then ended.

Amount due to a subsidiary

As disclosed in note 19 to the financial statements, the
Company recorded an amount due to a subsidiary of
approximately RMB810,000. As further disclosed in note 2.1 to
the financial statements, the directors of the Company have
been unable to locate the complete books and records of the
Company and Global Milk and have been unable to get access
to the books and records of the PRC Subsidiaries. Due to the
lack of complete books and records of the Company, Global
Milk and the PRC Subsidiaries, we have been unable to obtain
sufficient appropriate audit evidence to determine whether the
amount due to a subsidiary was properly recorded and
accounted for and in compliance with the requirements of
applicable IFRSs. There were no alternative audit procedures
that we could perform to satisfy ourselves as to whether the
amount due to a subsidiary were free from material
misstatements. Any adjustment that would be required may
have a consequential significant effect on the net liabilities of
the Company as at 31 December 2014 and loss attributable to
the equity holders of the Company for the year then end.
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d)

e)

Accrued expenses and other payables

As disclosed in notes 2.1 and 19 to the financial statements,
included in the accrued expenses and other payables in the
statement of financial position of the Company as at 31
December 2014 were other payables of approximately
RMB14,127,000 among which (i) RMB10,540,000 were
liabilities recognised in respect of the aggregate amounts of
the debit balances of bank transactions as the directors of the
Company were unable to locate complete books and records
of bank accounts and whereabouts of these bank balances and
cash as of the date of approval of the financial statements;
and (i) RMB3,587,000 were other payables that the directors
of the Company have been unable to locate the relevant
books and records. Due to the lack of complete books and
records of the Company, we have been unable to obtain
sufficient appropriate audit evidence as to whether the
accrued expenses and other payables were properly recorded
and accounted for and in compliance with the requirements of
applicable IFRSs. There were no alternative audit procedures
that we could perform to satisfy ourselves as to whether the
accrued expenses and other payables were free from material
misstatements. Any adjustments that would be required may
have a consequential significant effect on the balances of the
Company’s accrued expenses and other payables, the
Company’s net liabilities as at 31 December 2014 and
consequently net loss and cash flows of the Company for the
year ended 31 December 2014, and the related disclosures
thereof in the financial statements.

Contingent liabilities and commitments

As disclosed in note 2.1 to the financial statements, due to the
lack of complete books and records of the Company and the
De-consolidated Subsidiaries, we have been unable to obtain
sufficient appropriate audit evidence and explanations as to
whether the contingent liabilities and commitments committed
by the Company were properly recorded and accounted for
and in compliance with the requirements of applicable IFRSs
including 1AS 37 “Provisions, Contingent Liabilities and
Contingent Assets” and IAS 39 “Financial Instruments:
Recognition and Measurement”. There were no alternative
audit procedures that we could perform to satisfy ourselves as
to whether the contingent liabilities and commitments were
free from material misstatements. Any adjustment that would

d)

e)
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be required may have a consequential significant effect on the
net liabilities of the Company as at 31 December 2014 and
the loss attributable to the equity holders for the year then
ended and the related disclosures thereof in the financial
statements.

Going concern basis of accounting

As explained in note 2.1 to the financial statements, in making
their assessment of the Company’s ability to continue as a
going concern, the directors of the Company have considered
(i) the Company incurred a loss attributable to the owners of
the Company of approximately RMB2,622,000 for the year
ended 31 December 2014 and as of that date, the Company’s
total liabilities exceeded its total assets by approximately
RMB20,638,000; (i) following de-consolidation of the De-
consolidated Subsidiaries, the Company become an investment
holding company without conducting other business; (iii) the
Company has been placed in the second delisting stage as of
the date of the financial statements; and (iv) as disclosed in
note 2.1, the director of the Company are unable to represent
that all present and contingent liabilities or assets of the
Company have been completely identified. Given these
circumstances, which are more fully described in note 2.1,
there were no practicable audit procedures that we could
perform to form an opinion on whether management has
considered all relevant events and conditions when making
assessment on the Company’s ability to continue as a going
concern.

Because of the significance of the matters described in the Basis for
Disclaimer of Opinion paragraphs, we have not been able to obtain
sufficient appropriate audit evidence to provide a basis for an audit
opinion. Accordingly, we do not express an opinion on the financial
statements as to whether they give a true and fair view of the state
of affairs of the Company as at 31 December 2014, and of the
Company’s loss and cash flows for the year then ended in
accordance with IFRSs and as to whether the financial statements
have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.
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REPORT ON MATTERS UNDER SECTION 80(1) OF
SCHEDULE 11 TO THE HONG KONG COMPANIES
ORDINANCE WITH REFERENCE TO SECTIONS
141(4) AND 141(6) OF THE PREDECESSOR HONG
KONG COMPANIES ORDINANCE (CAP.32)

In respect alone of the inability to obtain sufficient appropriate audit
evidence regarding the items stated under Basis for Disclaimer of
Opinion for the year ended 31 December 2014,

o we have not obtained all the information and explanations that
we considered necessary for the purpose of our audit; and

o we were unable to determine whether proper books of account
had been kept for the year ended 31 December 2014.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Yu Chi Fat

Practising Certificate Number: P0O5467

Hong Kong, 21 January 2016
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Revenue I &=

Cost of sales 85 & B AR

Gross profit EF

Administration expenses T X

Other suspense account H b & R AR 18

Loss before taxation BRELATE B

Income tax expenses FRIS T A

LOSS FOR THE YEAR FREE

Other comprehensive income for FRBAERE

the year, net of income tax: Htt 2 mEU & :
Items that may be reclassified HEEIEEFT 7R

subsequently to profit or loss: EamoIEH -
Exchange differences on translating BRERIEREYE

to presentation currency ZEXZ5

Other comprehensive income for FRBREREZ
the year, net of income tax Hfh 2 H U &=

Total comprehensive loss for the year FRZHE B A5

Loss for the year attributable to INNETE =N
owners of the Company EhEREIE

Total comprehensive loss for the year &A2AF#EH A
attributable to owners of EBEFERAEZEEBEAHE
the Company

LOSS PER SHARE ATTRIBUTABLE TO ZA2QT#EE A

OWNERS OF ELEEREER
THE COMPANY
Basic and diluted HAR K #5E

2013
—FT—=F

Notes RMB’000
B 5 ARETIT

(1,421)
8 (2,024)

6 (3,445)

(3,445)

36

36

(3,409)

(3,445)

(3,409)

RMBA R #&
(0.003)7T
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2014 2013
—E-NE —E—=F
Notes RMB’000 RMB’'000
B 5 AR T AR T T
Non-current assets ERBEE

Property, plant and equipment L e 12 429 498
Prepaid lease payments T HEER 13 — —
Intangible assets mEAE 14 — —
Deferred tax assets EEBIEEE 15 — —
429 498

Current assets REBEE
Inventories FE 16 — —
Prepayments and deposits paid ENRERENES 17 500 466
Prepaid lease payments AN E K 13 — —
Bank balances and cash WITHEHRRES 18 58 51
558 517

Current liabilities REBEE
Accrued expenses and other payables &5t 5 2 & H b fB 4 OB 19 21,625 19,116
21,625 19,116
Net current liabilities REBEEFEHE (21,067) (18,599)
Total assets less current liabilities BEERRBERS (20,638) (18,101)
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For the year ended 31 December 2014 # 2 = F —MF+ = H =+ —HI F/Z

2014 2013
—E-NF =4
Notes RMB’000 RMB"000
B 5 AR T ARET T

Capital and reserves B #E
Share capital [N 21 9 9
Reserves 1 (20,647) (18,110)
(20,638) (18,101)

Non-current liabilities kRBEE
Deferred tax liabilities FEERIEEE 15 — —
Borrowings & 3 20 — —
(20,638) (18,101)

The financial statements on pages 46 to 131 were approved and S+ AE—B=T—BZHBHRERINZ
authorised for issue by the board of directors on 21 January 2016 ZT—R"E—A-T—AKESTSHERERE

and are signed on its behalf by: F2 WHANTESRERES:
Kou Mei In Ng Kwong Chue Paul
Director Director

EF EF
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Share
Share Share option Exchange Accumulated
capital premium reserve reserve losses Total
R A BOEE BRERE EXHE RitE B @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT ARBTRT AR%BTR AR¥TRT AR¥®TR AR%TxR
At 1 January 2013 R=—ZE—=%—A—H 9 1,142,805 21,216 — (1,178,722) (14,692)
Loss for the year FREE = — — — (3,445) (3,445)
Other comprehensive income/(Ioss) Hiz2mbis/ (B18)
Exchange difference on translating BERIREBZERZR
to presentation currency — — — 36 — 36
Total comprehensive income/(loss) FRN2EMNE /(BB BE
for the year = = = 36 (3,445) (3,409)
Lapsed of the share options % % 1 2Kk 3 — — (10,608) — 10,608 —
At 31 December 2013 and RZF—=F+-A=+—HBK
1 January 2014 —T-mWE—-A—H 9 1,142,805 10,608 36 (1,171,559) (18,101)
Loss for the year FAEE = = — = (2,622) (2,622)
Other comprehensive income/(Ioss) Hiz2mbis/ (Bi8)
Exchange difference on translating RERIREBZERZR
to presentation currency — — — 85 — 85
Total comprehensive income/(loss) FR2EKE/(BR)SEE
for the year = = = 85 (2,622) (2,537)
Lapsed of the share options i AR A R = = (10,608) = 10,608 —
At 31 December 2014 R-Z-mFE+=A=t+-H 9 1,142,805 = 121 (1,163,573) (20,638)
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For the year ended 31 December 2014 # 2 —F —HF+—-H =+ —HI F/E

2014 2013
—E-mF —T—Z=F
RMB’000 RMB'000
AR¥T ARBTF T
Operating activities REEK
Loss before taxation & T4 B &5 18 (2,622) (3,445)
Adjustments for: AT S IEAE
Depreciation e 110 15
Other suspense account H fh & R BRIE — 2,024
Operating cash flows before movements in NMEEEESEHA 2
working capital KEIR S W (2,512) (1,406)
Increase in amount due to a related company  J& 1< B8 & 2 ] ZIE 0 1,880 1,478
Increase in prepayment and deposits paid AR RIEREMIESIE N (34) (466)
Increase in accrued expenses and other payables J& &5 s K H fth f& 1<
IR IE H0 714 545
Cash generated from operations LEMBRE 48 151
Income tax paid ERNAER — —
Net cash generated from operating activities L& FEFEREFHE 48 151
Investing activity RETEE
Purchase of property, plant and equipment BEME  WEKREEB (41) (513)
Net cash used in investing activity REZTHFARSFH (41) (513)
Net increase (decrease) in cash and cash Be MRSEEWEINCRL)
equivalents F EE 7 (362)
Cash and cash equivalents at beginning of the F#H S RESEED
year 51 390
Effect of exchange rate for converting the bank 334 5N #3354 2 R 17 45 &4
balances and cash held in foreign currencies FBRe v EREE — 23
Cash and cash equivalents at ending of the year FRIRE KR EEEY 58 51
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Daging Dairy Holding Limited (the “Company”) is a limited
company incorporated in the Cayman Islands on 15 October
20009.

The address of the registered office of the Company is Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-
1111, Cayman Islands. The principal place of business of the
Company is Room 2512, 25/F, Cosco Tower, 183 Queen’s Road
Central, Hong Kong.

The financial statements of the Company are presented in
Renminbi (“RMB").

The Company acts as an investment holding company.

The shares of the Company have been listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) since 28 October 2010 (the “Listing”).
Trading in the shares of the Company has been suspended
since 22 March 2012.

REAEZERAERAR(ARF DK
ETNFHATREBERSRSEMAK
MRBRRATE -

N2 R) FE A 9% =5 B2 4k & Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, Cayman Islands 7%
RAIZ FEEEMBREAERRNE
F1835E PR A E25182512%F -

RRBNHBBRRAARETARE]D

25 -
ARA B —HREERRATR -

AATHRNECE-_E—ZE+A=-+
NBRERBHERXFHHMER DA (B
REDER EM( LMD - AXAF KM
BE-E——-—F=-HA-t+-_HREEE

=
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The financial statements as at and for the year ended 31
December 2014 comprise the Company.

As disclosed in the Company’s announcement dated 29 March
2012, during the audit process in respect of the financial year
ended 31 December 2011, irregularities were identified by
Deloitte Touche Tohmatsu, the predecessor auditors of the
Company (the “Predecessor Auditors”) that (i) certain milk
procurement transactions brought to the attention of
management and acknowledged by them to be fraudulent; (ii)
unexplained differences between sales receipt notes sighted
during the Predecessor Auditors’ works in February 2012 and
documents purporting to be the same sales receipt notes
returned to the Company in March 2012 ostensibly following a
Tax Bureau investigation; (iii) the explanation provided by
management-The Tax Bureau investigation-for removing
accounting records which were then not available to the
Predecessor Auditors continuously during the audit; (iv) the
validity and commercial substance of acquisitions of milk
stations, farm houses and Holstein cattle; and (v) difficulties
the Predecessor Auditors encountered during their visits to the
local branch of one of the banks of the Company and was
subsidiaries (the “Group”) (collectively referred as to the
“Potential Irregularities”). The Predecessor Auditors tendered its
resignation as auditors of the Company with effect from 21
March 2012 and the Company applied for suspension of
trading in the shares on the Main Board of the Stock
Exchange on 22 March 2012.

It was further disclosed in the Company’s announcement
dated 29 March 2012 that an independent review committee
comprised of the independent non-executive directors at that
material time and other qualified independent individuals has
been established to conduct a review on the Potential
Irregularities raised by the Predecessor Auditors.

As disclosed in the Company’s announcements dated 18 May
2012 and 20 June 2012, during May and June 2012, those
independent non-executive directors at that material time
forming the independent review committee tendered their
resignation as the independent non-executive directors of the
Company.

RZE—NF+_A=+—BEEEZ
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B Eg =R A ST IRER
EE:()VETEREEEBIEZFDH
RKERS HEEEERUEERSHE
EEK (WW_E——F- ANAIEZ
HE TERFTEREA S EEE - BT
MERATEN - Z——HF=AX@OAK
AR(REBREAFR—HEER) WX
HzEANEZERERE: (VEEER
MBS TEMRERNERE — KR
FE — UBURBREN BT BES—
B [ b 4R 4 45 BT % BAD S (v) Uk
BEDU - B RETEELENE
RO N R EE R (v) A EAD R E
SRR REMBAR(AESR])HEAF
—FT iR 1T A9 A 5 17 BF BT 4 B R 2 (47
BIBEZEMREE] - AIEZREAE R
TE-——F=fA-t+—BEBIAQT
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= ©
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ZAREEKNLABIIERTEER
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B - Z——FNA-t+tHZRAERE
B R ZE——FRAZANAHME R
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As disclosed in the Company’s announcement dated 9 January
2013, on 2 January 2013, it was discovered that the heating
pipes of the offices of a subsidiary, Da Qing Dairy Ltd. (KX E
LM AR EEAT) (“Da Qing Dairy”), located in Daging
City, Heilongjiang Province of the People’s Republic of China
("PRC"), were cracked as result of severe coldness in the
northern area of the PRC and pipeline aging. Due to cracking
of the heating pipes, the first and the second floors of the
offices had been soaked, and extensive damages were caused
to the office facilities, computers and documents in the office
of finance, logistics, administration and engineering
departments of the Group (collectively referred to as the
“Incident”).

As disclosed in the Company’s announcement dated 18 April
2013, on 8 February 2013, Mr. Zhao Yu, then controlling
shareholder of the Company at that material time, entered into
a sale and purchase agreement pursuant to which Mr. Zhao
agreed to sell and Radiant State Limited (the “New Controlling
Shareholder”) agreed to purchase the sale shares, representing
52.16% of the entire share capital of the Company at a
consideration of HK$52,704,000 in cash, representing HK$0.1
per sale share (collectively referred to as the “Purchase”).

As disclosed in the Company’s announcement dated 5 July
2013, the New Controlling Shareholders received valid
acceptances in respect of a total 83,153,622 shares in the
Company under the unconditional mandatory cash offer (the
“Share Acceptance”), representing 8.23% of the entire issued
share capital of the Company. Following completion of the
Purchase and the Share Acceptance, the New Controlling
Shareholder held 60.39% equity interest in the Company.

As disclosed in the Company announcement dated 5
September 2013, Mr. Ng Kwong Chue Paul was appointed as
executive director of the Company, Ms. Kou Mei In was
appointed as non-executive director of the Company and Mr.
Sze Lin Tang was appointed as an independent non-executive
director of the Company (the “New Management”).

HOMARREPRR T —=F—ANA
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As disclosed in the Company’s announcement dated 6
November 2013, the Company engaged RSM Corporate
Advisory (Hong Kong) Limited (formerly known as “RSM
Nelson Wheeler Corporate Advisory Limited”) (the “Forensic
Accountants”) to carry out forensic investigation in respect of
the Potential Irregularities (the “Forensic Investigation”). It was
further disclosed in the Company’s announcements dated 29
January 2014, 4 April 2014, 13 June 2014, 5 September 2014,
28 November 2014 and 30 April 2015 that (1) the Forensic
Accountants were yet to commence their field work as the
Company and the Forensic Accountants have encountered
difficulties in procuring relevant parties including the previous
management of the Group to cooperate in the field work of
the Forensic Investigation; (2) two PRC law firms were
engaged with the objectives to (i) effect the change of legal
representatives and board of directors of Da Qing Dairy,
Heilongjiang Chang Qing Dairy Products Co., Ltd. (28I EE
FLEEREMTAF) ("Chang Qing Dairy”) and Wuchang
Benniu Muye Co., Limited (A®HFEFHMEERETAA)
(“Benniu  Muye"”) (collectively referred as to the “PRC
Subsidiaries”) through legal means; and (ii) obtain information
requested by the Forensic Accountants; and (3) the
contemplate change of respective legal representatives of the
PRC Subsidiaries could not be effected and due to insufficient
financial resources of the Company, the Forensic Investigation
has been temporarily halted.

In addition, the New Controlling Shareholder appointed two
individuals into the board of directors of its wholly-owned
subsidiary, Global Milk Products Pte. Ltd, which is incorporated
in the Republic of Singapore (“Global Milk”). However, the
directors of the Company could not locate complete books and
records of the Company and Global Milk and the previous
managements of the Company and Global Milk have
continued ignoring the request for any information.
Subsequently in the shareholders meeting of Global Milk held
on 3 December 2015, the Company resolved to put Global
Milk into winding up, subject to further advice from legal
advisers.
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Given the circumstances that the directors of the Company
have been unable to locate complete books and records of the
Company and Global Milk and to get access to the books and
records of the PRC Subsidiaries and in the absence of the
Group’s previous management to explain and validate the true
state of the affairs of the Company at 31 December 2011,
2012 and 2013, it would be extremely difficult and time
consuming to ascertain the true and correct financial position
and profit or loss of 31 December 2011, 2012 and 2013 for
the Company or to obtain sufficient documentary information
to satisfy themselves regarding the treatment of the
transactions during the years and various balances of the
Company, Global Milk and the PRC Subsidiaries as at 31
December 2011, 2012 and 2013. In the Company’s board of
directors (the “Board”)’ opinion, any reconstruction of the
correct accounting records would also be almost impossible as
it will be necessary to verify the information with external and
independent sources and such sources may not be available or
may be unreliable due to their connections with the Group's
previous management or those responsible for the financial
information which the Predecessor Auditors identified the
Potential Irregularities within and outside of the Group.
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As of the date of the financial statements of the Company,
the directors of the Company have used its best effort, to the
extent commercially practicable, to reconstruct the accounting
records of the Company, Global Milk and the PRC Subsidiaries
for the years ended 31 December 2011, 2012 and 2013
applying the best estimates and judgement based on the
information of the Group that are available to the directors of
the Company. However, given substantial portion of the books
and records could not be located or accessed and the previous
management of the Group did not response to the New
Management'’s request, the Board believes that as at the date
of approval of the financial statements, it is impossible and
impractical to ascertain the transactions and balances of the
Company, Global Milk and the PRC Subsidiaries for inclusion in
the financial statements of the Company for the years ended
31 December 2011, 2012 and 2013. Also, due to substantial
portion of the books and records of the Group for the
previous years could not either be located or accessed, the
Board believes that it is almost impossible, and not practical,
to verify the financial information as reported in the
consolidated financial statements of the Group or financial
statements of the Company for the previous years.
Accordingly, the comparative financial information disclosed in
the financial statements only represents such information as
reported in the financial statements of the Company for the
year ended 31 December 2013 and therefore may not be
comparable with the figures for the current year.

Given these circumstances, the Board has not consolidated the
financial statements of Global Milk and the PRC Subsidiaries
(collectively referred to as the “De-consolidated Subsidiaries”)
and no consolidated financial statements of the Company were
prepared since the year ended 31 December 2011. As such,
the results, assets and liabilities of the De-consolidated
Subsidiaries have not been included into the financial
statements of the Company since 1 January 2011. The
resulting loss on de-consolidation of approximately
RMB1,583,093,000, which is determined based on the net
asset value of the De-consolidated Subsidiaries as at 1 January
2011 has been recognised in the statement of profit or loss
and other comprehensive income during the year ended 31
December 2011 and the resulting movement of approximately
RMB55,946,000 has been recorded in the statutory surplus
reserve in the statement of changes in equity for the year
ended 31 December 2011.
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In the opinion of the directors of the Company, the financial
statements as at and for the year ended 31 December 2014
prepared on the aforementioned basis is the most appropriate
way of presenting the results and state of affairs of the
Company as the directors of the Company were unable to
obtain sufficient documentary information to satisfy themselves
regarding the transactions and balances related to the De-
consolidated Subsidiaries. However, the de-consolidation of the
De-consolidated Subsidiaries is not in compliance with the
requirements of International Financial Reporting Standard
("IFRS”) 10 “Consolidated Financial Statements”. Given the
abovementioned circumstances, the directors of the Company
are unable to ascertain the impact of the Potential
Irregularities with respect to the accounting records and
transactions of the De-consolidated Subsidiaries, if any, and the
de-consolidation of the De-consolidated Subsidiaries on the
financial statements.

Due to limited books of accounts and records available to the
directors of the Company, the following disclosures have not
been made in the financial statements for the year ended 31
December 2013:

—  Details of the credit policy and aging of debtors and
creditors as required by the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”);

—  Details of contingent liabilities and commitments as
required by the Hong Kong Companies Ordinance and
|FRSs;

—  Details of allowance account for credit losses, financial
risk management and fair value disclosure as required by
IFRS 7, Financial Instruments — Disclosures; and

—  Entity-wide disclosures as required by IFRS 8, “Operating
Segments”.
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Any adjustments arising from the matters described above
would have a consequential significant effect on the net loss
of the Company for the year ended 31 December 2013 and
net liabilities of the Company as at 31 December 2013.

Due to the limited financial information available and the
previous management of the Group did not response to the
New Management's request, the directors of the Company
were unable to obtain sufficient documentary information to
satisfy themselves regarding the genuineness and
completeness of books and records and the treatment of
various balances as included in the financial statements for the
year ended 31 December 2013 and have formed the opinion
as follows:

As the financial statements for the year ended 31 December
2013 have been prepared based on the lack of books and
records available to the Company, the directors of the
Company are unable to represent that all transactions entered
into by the Company for the year ended 31 December 2013
have been properly reflected in the financial statements. In this
connection, the directors of the Company are also unable to
represent as to the completeness, existence and accuracy of
identification and the disclosures of revenue and segment
information in note 5, loss before taxation in note 6,
directors’ and employees’ emoluments in note 7, income tax
expenses in note 9, dividends in note 10, loss per share in
note 11, property, plant and equipment in note 12, prepaid
lease payments in note 13, intangible assets in note 14,
deferred tax assets/(liabilities) in note 15, inventories in note
16, prepayments and deposits paid in note 17, bank balances
and cash in note 18, accrued expenses and other payables in
note 19, borrowings in note 20, share-based payments in note
22, retirement benefit plans in note 25, related party
transactions in note 26, commitments in note 27 and
contingent liabilities in note 28.
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As per assessment by the Board, based on the investigations
carried out by the Forensic Accountants and the information
available at this stage, all identified, required adjustments have
been put through in the financial statements for the year
ended 31 December 2013. Since the investigations may be on-
going, any further adjustments and disclosures, if required,
would be made in the financial statements of the Company as
and when the outcome of the above uncertainties is known
and the consequential adjustments and disclosures are
identified, and would have a consequential effect on the net
loss of the Company for the year ended 31 December 2013
and net liabilities of the Company as at 31 December 2013.

During the year ended 31 December 2014, the Company
incurred loss of approximately RMB2,622,000. In addition,
following de-consolidation of the De-consolidated Subsidiaries,
the Company become an investment holding company without
conducting other business. It was further disclosed in the
Company’s announcements dated 19 May 2015 and 23
November 2015 respectively that the Stock Exchange has
placed the Company in the first delisting stage on 14 May
2015 and subsequently placed in the second delisting stage on
19 November 2015 pursuant to Practice Note 17 of the Listing
Rules. The directors of the Company have also unable to
represent that all present and contingent liabilities of the
Company have been completely identified as abovementioned.
These conditions indicate the existence of a material
uncertainty which may cast significant effect on the
Company’s ability to continue as a going concern.

As disclosed in the Company’'s announcement dated 23 June
2015, on 4 May 2015, the New Controlling Shareholder
entered into a sale and purchase agreement with Global
Courage Limited (“Global Courage”) pursuant to which the
New Controlling Shareholder agreed to sell and Global
Courage agreed to purchase the sale shares, representing of
approximately 60.39% of the entire share capital of the
Company at a consideration of approximately HK$61,019,000,
representing HK$0.1 per sale share.
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2.1

2.2

Daqing Dairy Holdings Limited Annual Report 2014

A

BASIS OF PREPARATION (Continued)

Given the circumstance that there exists potential new
shareholder to invest in the Company, the directors of the
Company have adopted the going concern basis in the
preparation of the financial statements.

Should the Company be unable to achieve a successful
restructuring and to continue to operate as a going concern,
adjustments would have to be made to the financial
statements to adjust the value of the Company’s assets to
their recoverable amounts, to provide for any further liabilities
which might arise. The effect of these adjustments has not
been reflected in the financial statements.

APPLICATION OF INTERNATIONAL
FINANCIAL REPORTING STANDARDS

Changes in accounting policy and disclosures

The Company has adopted the following new and revised
IFRSs for the first time for the current year’'s financial
statements:

Amendments to IFRS 10, Investment Entities
IFRS 12 and IAS 27

(2011)

Amendments to IAS 32 Offsetting Financial Assets and Financial
Liabilities
Amendments to IAS 36 Recoverable Amount Disclosures for Non-

Financial Assets

Novation of Derivatives and Continuation
of Hedge Accounting

Amendments to IAS 39

IFRIC 21 Levies

Other than explained below regarding the impact of (state the
applicable standards), the adoption of the revised standards
has had no significant effect on these financial statements.
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2.2 APPLICATION OF INTERNATIONAL

FINANCIAL REPORTING STANDARDS
(Continued)

Changes in accounting policy and disclosures
(Continued)

The IAS 36 Amendments remove the unintended disclosure
requirement made by IFRS 13 on the recoverable amount of a
cash-generating unit which is not impaired. In addition, the
amendments require the disclosure of the recoverable amounts
for the assets or cash-generating units for which an
impairment loss has been recognized or reversed during the
reporting period, and expand the disclosure requirements
regarding the fair value measurement for these assets or units
if their recoverable amounts are based on fair value less costs
of disposal. The amendments have had no impact on the
financial position or performance of the Company. Disclosures
about the Company’s impaired non-financial assets are
included in the financial statements.
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2.2 APPLICATION OF INTERNATIONAL
FINANCIAL REPORTING STANDARDS
(Continued)

Issued but not yet effective International Financial
Reporting Standards

The Company has not applied the following new and revised
IFRSs that have been issued but are not yet effective, in these
financial statements:

IFRS 9 (2014) Financial Instruments®

Amendments to IFRS 10 Sale or Contribution of Assets between

and IAS 28 (2011) an Investor and its Associate or Joint
Venture?
Amendments to IFRS 11 Accounting for Acquisitions of Interests in

Joint Operations®

IFRS 14 Regulatory Deferral Accounts®
IFRS 15 Revenue from Contracts with Customers*
IFRS 16 Lease’

Amendments to IAS 16 and Clarification of Acceptable Methods of
IAS 38 Depreciation and Amortisation?

Amendments to IAS 16 and Agriculture: Bearer Plants?
IAS 41

IAS 19 Amendments Amendments to IAS 19 Employee
Benefits — Defined Benefit Plan:
Employee Contributions’

Amendments to IAS 27 Equity Method in Separate Financial
(2011) Statements®

2.2 EREBIRM B REER (HF)
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2.2 APPLICATION OF INTERNATIONAL 2.2
FINANCIAL REPORTING STANDARDS
(Continued)

Issued but not yet effective International Financial
Reporting Standards (Continued)

Amendments to IFRS 10, Investment Entities: Applying the

IFRS 12 and IAS 28 Consolidation Exception®

Amendments to IAS 1 Disclosure Initiative®

Annual Improvements Amendments to a number of IFRSs
2010-2012 Cycle issued'

Annual Improvements Amendments to a number of IFRSs
2011-2013 Cycle issued’

Annual Improvements Amendments to a number of IFRSs?

2012-2014 Cycle

L Effective for annual periods beginning on or after 1 July 2014

2 Effective for annual periods beginning on or after 1 January 2015
8 Effective for annual periods beginning on or after 1 January 2016
& Effective for annual periods beginning on or after 1 January 2017. In July

2015, the IASB confirmed to delay the effective date by one year to 1
January 2018

g Effective for annual periods beginning on or after 1 January 2018

© Effective for an entity that first adopts IFRSs for its annual financial
statements beginning on or after 1 January 2016 and therefore is not
applicable to the Company

7 Effective for annual periods on or after 1 January 2019

FE B BR B 75 3R 5 2 R (47

EEMAEERERZERM B RS

R (&

EBM RS ENE RARE ERAGZH
105 BRHBR  SMER
CELIEAVE 34
g ahen$28

B2ETR

AR RS IRy RET A
CHES

“E-TEE-T— YETOEAERYBR
—EEm SRR 2 55T
R

—2——fz HETFERAGABHER

—E-ZFRAMz  EERZER
FEBE

—T--%% 5 TERM R EER
—E-mEBRHSz 2B
FE
! RZFE-—NFELA-—HKZERABNFE
HI R AR
2 R-Z-—AF A RAHZRABRNEE
HEE X
: REF-—RE-A-BRZRABNFE
HI R A A

¢ RZFB—tF—A-—BARZ2ERABNFE
HEER R_T—AF LA BRG
HUBEEEHRLERAPLER —FE2-F
—N\%—H—H

s REZB-NF-A—HAZERRABNFE
HiFE A 2

s EBHE—T-R"F-A—HIZ&HAKZ
FEMBRERT A B RERAE BRI ER)
ZEBEN  BUTERRAAR

7 RIE-NF-RA-—BRZ2EBZFEHH
£

63



64 | Daging Dairy Holdings Limited Annual Report 2014

For the year ended 31 December 2014 # 2 = F — 4+ =H =+ —H 1L F)

A

2.2 APPLICATION OF INTERNATIONAL 22 EREBERBEREER(F)

FINANCIAL REPORTING STANDARDS
(Continued)

Issued but not yet effective International Financial
Reporting Standards (Continued)

Further information about those changes that are expected to
significantly affect the Company is as follows:

IFRS 9 (2014) Financial Instruments

IFRS 9 issued in 2009 introduces new requirements for the
classification and measurement of financial assets. IFRS 9 was
amended in 2010 and includes the requirements for the
classification and measurement of financial liabilities and for
derecognition. In 2013, IFRS 9 was further amended to bring
into effect a substantial overhaul of hedge accounting that will
allow entities to better reflect their risk management activities
in the financial statements. A finalised version of IFRS 9 was
issued in 2014 to incorporate all the requirements of IFRS 9
that were issued in previous years with limited amendments to
the classification and measurement by introducing a “fair value
through other comprehensive income” ("FVTOCI")
measurement category for certain financial assets. The finalised
version of IFRS 9 also introduces an “expected credit loss”
model for impairment assessments.
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2.2 APPLICATION OF INTERNATIONAL 22 ERER B HREEL(EF)
FINANCIAL REPORTING STANDARDS
(Continued)
Issued but not yet effective International Financial CEAEMRER ZEBRMBRS
Reporting Standards (Continued) B (&)
Key requirements of IFRS 9 (2014) are described as follows: BB B 7 R 5 RO (ZF — U 5)
ZEEREHMMAT

All recognised financial assets that are within the scope
of IAS 39 Financial Instruments: Recognition and
Measurement to be subsequently measured at amortised
cost or fair value. Specifically, debt investments that are
held within a business model whose objective is to
collect the contractual cash flows, and that have
contractual cash flows that are solely payments of
principal and interest on the principal outstanding are
generally measured at amortised cost at the end of
subsequent accounting periods. Debt instruments that are
held within a business model whose objective is achieved
both by collecting contractual cash flows and selling
financial assets, and that have contractual terms of the
financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest on the
principal amount outstanding, are measured at FVTOCI.
All other debt investments and equity investments are
measured at their fair values at the end of subsequent
reporting periods. In addition, under IFRS 9 (2014),
entities may make an irrevocable election to present
subsequent changes in the fair value of an equity
investment (that is not held for trading) in other
comprehensive income, with only dividend income
generally recognised in profit or loss.
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2.2 APPLICATION OF INTERNATIONAL 2.2 ERER B HREER(EF)

FINANCIAL REPORTING STANDARDS

(Continued)

Issued but not yet effective International Financial CEAEMRER ZEBRMBRS

Reporting Standards (Continued) B (&)

—  With regard to the measurement of financial liabilities — BEAEEEARATEFSAERER
designated as at fair value through profit or loss, IFRS 9 ZeBmBBEmMS  EERHBHRE
(2014) requires that the amount of change in the fair HRAFSR(CE—NE)RE - &
value of the financial liability that is attributable to BAEEREEERREZHS B2
changes in the credit risk of that liability is presented in AFEEHHEAEME2E RS
other comprehensive income, unless the recognition of 25 BRIERE M 2 H U 55 1R
the effects of changes in the liability’s credit risk in other ZEEZEERREDHTEGE
comprehensive income would create or enlarge an B3k HE K18 % 2 & &t 85 Ad R VE R
accounting mismatch in profit or loss. Changes in fair weeHMBGERAEERRE
value of financial liabilities attributable to changes in the malBzRAFEE @J,HJ%T\
financial liabilities’ credit risk are not subsequently FioEEEm o RIBEE Jr/E
reclassified to profit or loss. Under IAS 39, the entire AIZE399% * 8 7E E’\\?E’D\$Tﬁa+]\
amount of the change in the fair value of the financial BanzemBECATEED2
liability designated as fair value through profit or loss HEEORERZ -

was presented in profit or loss.

— In the aspect of impairment assessments, the impairment — 7T7i BEFEME MATEBRE
requirements relating to the accounting for an entity’s BUHEsREERRELEREE
expected credit losses on its financial assets and 7%13223’53;@1*%)@5?5 25RE
commitments to extend credit were added. Those RE - ZERTEERTEESS
requirements eliminate the threshold that was in IAS 39 R FEIEHERIEEEE 2
for the recognition of credit losses. Under the 1 o WRIBREIPR BT RS LR F 5
impairment approach in IFRS 9 (2014) it is no longer ZE—NF)ZRERE R
necessary for a credit event to have occurred before EETEEJE?TEﬁﬁﬁ/,\E%ET*E%
credit losses are recognised. Instead, expected credit Ho-kz BERE-EKERE
losses and changes in those expected credit losses EEERGEEREEBECE
should always be accounted for. The amount of expected AR RERESEHHEEHE
credit losses is updated at each reporting date to reflect EEB s SBETER - L‘Miﬁﬁi&
changes in credit risk since initial recognition and, ERIPE LA?HZT% g
consequently, more timely information is provided about B WALREHE Hqu‘E,HﬂE

expected credit losses. EEEER -
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Issued but not yet effective International Financial
Reporting Standards (Continued)

IFRS 9 (2014) introduces a new model which is more closely
aligns hedge accounting with risk management activities
undertaken by companies when hedging their financial and
non-financial risk exposures. As a principle-based approach,
IFRS 9 (2014) looks at whether a risk component can be
identified and measured and does not distinguish between
financial items and non-financial items. The new model also
enables an entity to use information produced internally for
risk management purposes as a basis for hedge accounting.
Under [AS 39, it is necessary to exhibit eligibility and
compliance with the requirements in IAS 39 using metrics that
are designed solely for accounting purposes. The new model
also includes eligibility criteria but these are based on an
economic assessment of the strength of the hedging
relationship. This can be determined using risk management
data. This should reduce the costs of implementation
compared with those for IAS 39 hedge accounting because it
reduces the amount of analysis that is required to be
undertaken only for accounting purposes.

IFRS 9 (2014) will become effective for annual periods
beginning on or after 1 January 2018 with early application
permitted.

The directors of the Company anticipate that the adoption of
IFRS 9 (2014) in the future may have significant impact on
amounts reported in respect of the Company’s financial assets
and financial liabilities.

Regarding the Company’s financial assets and financial
liabilities, it is not practicable to provide a reasonable estimate
of that effect until a detailed review has been completed.
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2.2 APPLICATION OF INTERNATIONAL 2.2 EAHEBEREEREER (&)

FINANCIAL REPORTING STANDARDS
(Continued)

Issued but not yet effective International Financial
Reporting Standards (Continued)

Amendments to IAS 39 Financial Instruments. Recognition
and Measurement — Novation of Derivatives and
Continuation of Hedge Accounting

IAS 39 is aimed to be replaced by IFRS 9 in its entirety.
Before this entire replacement, the guidance in IAS 39 on
hedge accounting and impairment of financial assets continues
to apply. The Company expects to adopt IFRS 9 from 1
January 2015. The Company will quantify the effect in
conjunction with other phases, when the final standard
including all phases is issued.

Amendments to IFRS 10, IFRS 12 and IAS 28: Investment
Entities: Applying the Consolidation Exception

The amendments to IFRS 10 and IAS 28 (2011) address an
inconsistency between the requirements in IFRS 10 and in IAS
28 (2011) in dealing with the sale or contribution of assets
between an investor and its associate or joint venture. The
amendments require a full recognition of a gain or loss when
the sale or contribution of assets between an investor and its
associate or joint venture constitutes a business. For a
transaction involving assets that do not constitute a business,
a gain or loss resulting from the transaction is recognised in
the investor’s profit or loss only to the extent of the unrelated
investor’s interest in that associate or joint venture. The
amendments are to be applied prospectively. The Company
expects to adopt the amendments from 1 January 2016.
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2.2 APPLICATION OF INTERNATIONAL

FINANCIAL REPORTING STANDARDS
(Continued)

Issued but not yet effective International Financial
Reporting Standards (Continued)

Amendments to IFRS 10, IFRS 12 and IAS 27 (2011)
— Investment Entities:

The amendments to IFRS 10 issued in December 2012 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 in accordance with IFRS 9 rather than consolidate
them. Consequential amendments were made to IFRS 12 and
IAS 27 (Revised). The amendments to IFRS 12 also set out the
disclosure requirements for investment entities. The Company
expects that these amendments will not have any impact on
the Company as the Company is not an investment entity as
defined in IFRS 10.

IFRS 15: Revenue from Contracts with Customers

The core principle of IFRS 15 is that an entity should recognise
revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to
which the entity expects to be entitled in exchange for those
goods or services. Thus, IFRS 15 introduces a model that
applies to contracts with customers, featuring a contract-based
five-step analysis of transactions to determine whether, how
much and when revenue is recognised. The five steps are as
follows:

i) Identify the contract with the customer;

ii) Identify the performance obligations in the contract;
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2.2 APPLICATION OF INTERNATIONAL

FINANCIAL REPORTING STANDARDS
(Continued)

Issued but not yet effective International Financial
Reporting Standards (Continued)

IFRS 15: Revenue from Contracts with Customers
(Continued)

iii)  Determine the transaction price;

iv)  Allocate the transaction price to the performance
obligations; and

V) Recognise revenue when (or as) the entity satisfies a
performance obligation.

IFRS 15 also introduces extensive qualitative and quantitative
disclosure requirements which aim to enable users of the
financial statements to understand the nature, amount, timing
and uncertainty of revenue and cash flows arising from
contracts with customers.

IFRS 15 will supersede the current revenue recognition
guidance including IAS 18 Revenue, IAS 11 Construction
Contracts and the related interpretations when it becomes
effective.

IFRS 15 will become effective for annual periods beginning on
or after 1 January 2017 with early application permitted. The
directors of the Company anticipate that the application of
IFRS 15 in the future may have a material impact on the
amounts reported and disclosures made in the Company’s
financial statements. However, it is not practicable to provide
a reasonable estimate of the effect of IFRS 15 until the
Company performs a detailed review.
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2.2 APPLICATION OF INTERNATIONAL

FINANCIAL REPORTING STANDARDS
(Continued)

Issued but not yet effective International Financial
Reporting Standards (Continued)

Amendments to IAS 16 and IAS 38: Clarification of
Acceptable Methods of Depreciation and Amortisation

The amendments to IAS 16 prohibit the use of revenue-based
depreciation methods for property, plant and equipment under
IAS 16. The amendments to IAS 38 introduce a rebuttable
presumption that the use of revenue-based amortisation
methods for intangible assets is inappropriate. This
presumption can be rebutted only in the following limited
circumstances:

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

i)  when a high correlation between revenue and the
consumption of the economic benefits of the intangible
assets could be demonstrated.

The amendments to IAS 16 and IAS 38 will become effective
for financial statements with annual periods beginning on or
after 1 January 2016. Earlier application is permitted. The
amendments should be applied prospectively.

As the Company uses straight-line method for depreciation of
property, plant and equipment and for amortization of
intangible assets, the directors of the Company do not
anticipate that the application of the amendments to IAS 16
and IAS 38 will have a material impact on the Company’s
financial statements.
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2.2 APPLICATION OF INTERNATIONAL 2.2 EREBERGHHREELE)
FINANCIAL REPORTING STANDARDS
(Continued)
Issued but not yet effective International Financial CEAEMRER ZEBRMBRS
Reporting Standards (Continued) R (&)
Amendments to IAS 1: Disclosure Initiative B i BRI E 197 2 IB5T K - % 5F
i &
The amendments clarify that companies should use ERAERIE B AR B B H X 4k
professional judgement in determining what information as EERMBRET2INTEERRE
well as where and in what order information is presented in TEM FARIBTERFE25ER -
the financial statements. Specifically, an entity should decide, AERmMs  EEEMEMEBEEFERENR
taking into consideration all relevant facts and circumstances, % BERBERTOMNNMBEREKFE
how it aggregates information in the financial statements, SER BEWTE - WEREZERIT
which include the notes. An entity does not require to provide TER EBHERBEBRUERS
a specific disclosure required by a IFRS if the information HAFTRERBEAEETE - AIEEE
resulting from that disclosure is not material. This is the case MBRERIHE -—RIEFHEZRK
even if the IFRS contain a list of specific requirements or EEBERAREERIFMLL -
describe them as minimum requirements.
Besides, the amendments provide some additional EoN - BEIESRTHE L 25 FEINER
requirements for presenting additional line items, headings and FERRNETEE THMESR - HE27)
subtotals when their presentation is relevant to an Thoy Rl EL T R E BE B R AR R R B S R
understanding of the entity’s financial position and financial RAEA RNEERANEERLERR
performance respectively. Entities, in which they have BeERAZIFERARERESTENE
investments in associates or joint ventures, are required to HEE AR RaEbEREMEERE
present the share of other comprehensive income of associates BREVNNEEEBONEEBETEET D
and joint ventures accounted for using the equity method, HEEHE RNFTEEEEMR - BEE
separated into the share of items that (i) will not be HEFHSEEEZ -
reclassified subsequently to profit or loss; and (i) will be
reclassified subsequently to profit or loss when specific
conditions are met.
Furthermore, the amendments clarify that: gEoN - EETEE
(i) an entity should consider the effect on the () RETWERIE BREZE
understandability and comparability of its financial HEVBRER 2 HEERALR
statements when determining the order of the notes; Mg Rk
and
(i) significant accounting policies are not required to be (i) BERSFTHRBER —EAMZER
disclosed in one note, but instead can be included with BE BrEREBEERERE

related information in other notes. B EERA o
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2.2 APPLICATION OF INTERNATIONAL

FINANCIAL REPORTING STANDARDS
(Continued)

Issued but not yet effective International Financial
Reporting Standards (Continued)

Amendments to IAS 1: Disclosure Initiative (Continued)

The amendments will become effective for financial statements
with annual periods beginning on or after 1 January 2016.
Earlier application is permitted.

The directors of the Company anticipate that the application
of Amendments to IAS 1 in the future may have a material
impact on the disclosures made in the Company’s financial
statements.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The financial statements have been prepared under the
historical cost basis as explained in the accounting policies set
out below.

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

(a) Basis of consolidation

The financial statements include the financial statements
of the Company made up to 31 December 2014.
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(b)

Business combinations

Business combinations that took place on or after
1 January 2010

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

At the acquisition date, the identifiable assets acquired
and the liabilities assumed are recognised at their fair
value, except that:

. deferred tax assets or liabilities, and assets or
liabilities related to employee benefit arrangements
are recognised and measured in accordance with
IAS 12 Income Taxes and IAS 19 respectively;

o liabilities or equity instruments related to share-
based payment arrangements of the acquiree or
share-based payment arrangements of the
Company entered into to replace share-based
payment arrangements of the acquiree are
measured in accordance with IFRS 2 at the
acquisition date; and

o assets (or disposal groups) that are classified as held
for sale in accordance with IFRS 5 Non-current
Assets Held for Sale and Discontinued Operations
are measured in accordance with that Standard.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(b)

Business combinations (Continued)

Business combinations that took place on or after
1 January 2010 (Continued)

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

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate
share of the entity’s net assets in the event of
liguidation may be initially measured either at fair value
or at the non-controlling interests’ proportionate share of
the recognised amounts of the acquiree’s identifiable net
assets. The choice of measurement basis is made on a
transaction-by-transaction basis. Other types of non-
controlling interests are measured at fair value or, when
applicable, on the basis specified in another IFRS.
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(b)

Business combinations (Continued)

Business combinations that took place on or after
1 January 2010 (Continued)

When the consideration transferred by the Group in a
business combination includes assets or liabilities
resulting from a contingent consideration arrangement,
the contingent consideration is measured at its
acquisition-date fair value and included as part of the
consideration transferred in a business combination.
Changes in the fair value of the contingent consideration
that qualify as measurement period adjustments are
adjusted retrospectively, with corresponding adjustments
against goodwill. Measurement period adjustments are
adjustments that arise from additional information
obtained during the ‘measurement period’ (which cannot
exceed one year from the acquisition date) about facts
and circumstances that existed at the acquisition date.

The subsequent accounting for changes in the fair value
of the contingent consideration that do not qualify as
measurement period adjustments depends on how the
contingent consideration is classified. Contingent
consideration that is classified as equity is not
remeasured at subsequent reporting dates and its
subsequent settlement is accounted for within equity.
Contingent consideration that is classified as an asset or
a liability is remeasured at subsequent reporting dates in
accordance with IAS 39, or IAS 37 Provisions,
Contingent Liabilities and Contingent Assets, as
appropriate, with the corresponding gain or loss being
recognised in profit or loss.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(b)

(c)

Business combinations (Continued)

Business combinations that took place on or after
1 January 2010 (Continued)

When a business combination is achieved in stages, the
Company'’s previously held equity interest in the acquiree
is remeasured to its acquisition-date fair value and the
resulting gain or loss, if any, is recognised in profit or
loss. Amounts arising from interests in the acquiree prior
to the acquisition date that have previously been
recognised in other comprehensive income are
reclassified to profit or loss where such treatment would
be appropriate if that interest were disposed of.

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

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable and represents
amounts receivable for goods sold in the normal course
of business, net of discounts and sales related taxes.

Revenue from sale of goods is recognised when goods
are delivered and legal title is passed.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(c)

(d)

(e)

Revenue recognition (Continued)

Interest income from a financial asset is recognised when
it is probable that the economic benefits will flow to the
Company and the amount of revenue can be measured
reliably. Interest income from a financial asset is accrued
on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable,
which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the
financial asset to that asset’s net carrying amount on
initial recognition.

Leasing

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

The Company as lessee

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

Foreign currencies
(i) Functional and presentation currency

Items included in the financial statements of each
of the Company’s entities are measured using the
currency of the primary economic environment in
which the entity operates (the “functional
currency”). The financial statements are presented
in RMB, which is the functional and presentation
currency of the Company.
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Foreign currencies (Continued)
(i) Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign
currencies are recognised in the income statement,
except when deferred in equity as qualifying cash
flow hedges or qualifying net investment hedges.

Foreign exchange gains and losses that relate to
borrowings and cash and cash equivalents are
presented in the income statement within ‘finance
income or costs'.

Current and deferred tax

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

The current income tax charge is calculated on the basis
of the tax laws enacted or substantively enacted at the
balance sheet date in the jurisdictions where the
Company and its subsidiaries, associates and jointly
controlled entities operate and generate taxable income.
Management periodically evaluates positions taken in tax
returns with respect to situations in which applicable tax
regulation is subject to interpretation and establishes
provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.
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(f)

(9)

Current and deferred tax (Continued)

Deferred income tax is recognised, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
amounts in the financial statements. However, deferred
tax liabilities are not recognised if they arise from the
initial recognition of goodwill and deferred income tax is
not accounted for if it arises from initial recognition of
an asset or liability in a transaction other than a
business combination that at the time of the transaction
affects neither accounting nor taxable profit or loss.
Deferred tax is determined using tax rates (and laws) that
have been enacted or substantively enacted by the
balance sheet date and are expected to apply when the
related deferred income tax asset is realised or the
deferred income tax liability is settled.

Deferred tax assets are recognised to the extent that it is
probable that future taxable profit will be available
against which the temporary differences can be utilised.
Deferred income tax is provided on temporary
differences arising on investments in subsidiaries,
associates and jointly controlled entities, except where
the timing of the reversal of the temporary difference is
controlled by the Company and it is probable that the
temporary difference will not reverse in the foreseeable
future.

Borrowing costs

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

(9)

(h)

()

Borrowing costs (Continued)

Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

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

Retirement benefit costs

Payments to state-managed retirement benefits schemes
are charged as expenses when employees have rendered
service entitling them to the contributions.

Property, plant and equipment

Property, plant and equipment, other than construction
in progress, are stated at costs less subsequent
accumulated depreciation and subsequent accumulated
impairment losses, if any.

Construction in progress represents property, plant and
equipment in the course of construction for production,
supply or administrative purposes are carried at cost, less
any recognised impairment loss. Costs include
professional fees and, for qualifying assets, borrowing
costs capitalised in accordance with Company’s
accounting policy. Such properties are classified to the
appropriate categories of property, plant and equipment
when completed and ready for intended use.
Depreciation of these assets, on the same basis as other
property assets, commences when the assets are ready
for their intended use.
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3.

A

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

()

()

(k)

Property, plant and equipment (Continued)

Depreciation is recognised so as to write off the cost of
property, plant and equipment, other construction in
progress, less their residual values over their estimated
useful lives, using the straight-line method. The
estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting
period, with the effect of any changes in estimate
accounted for on a prospective basis.

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. Any gain or loss arising on the disposal or
retirement of an item of property, plant and equipment
is determined as the difference between the sales
proceeds and the carrying amount of the asset and is
recognised in profit or loss.

Prepaid lease payments

Prepaid lease payments represent payments for leasehold
land and are released over the lease terms on a straight-
line basis. Prepaid lease payments which are to be
released in the next twelve months or less are classified
as current assets.

Intangible assets
Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired
separately are carried at cost less accumulated
amortisation and accumulated impairment losses.
Amortisation for intangible assets with finite useful lives
is provided on a straight-line basis over their estimated
useful lives. The estimated useful life and amortisation
method are reviewed at the end of each reporting
period, with the effect of any changes in estimate being
accounted for on a prospective basis.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(k)

Intangible assets (Continued)
Research and development expenditure

Expenditure on research activities is recognised as an
expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development (or from the development phase of an
internal project) is recognised if, and only if, all of the
following have been demonstrated:

o the technical feasibility of completing the intangible
assets so that it will be available for use or sale;

o the intention to complete the intangible asset and
use or sell it;

o the ability to use or sell the intangible asset;

o how the intangible asset will generate probable
future economic benefits;

o the availability of adequate technical, financial and
other resources to complete the development and
to use or sell the intangible asset; and

o the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.

The amount initially recognised for internally-generated
intangible assets is the sum of the expenditure incurred
from the date when the intangible asset first meets the
recognition criteria listed above. Where no internally-
generated intangible asset can be recognised,
development expenditure is recognised in profit or loss in
the period in which it is incurred.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(k)

Intangible assets (Continued)
Research and development expenditure

Subsequent to initial recognition, internally-generated
intangible assets are reported at cost less accumulated
amortisation and accumulated impairment losses, on the
same basis as intangible assets that are acquired
separately.

Intangible assets acquired in a business
combination

Trademarks

Trademarks acquired in a business combination are
identified and recognised separately from goodwill where
it satisfies the definition of an intangible asset and its
fair values can be measured reliably. The costs of
trademarks are their fair value at the acquisition date.
Subsequent to initial recognition, intangible asset with
finite useful life are carried at cost less accumulated
amortisation and any accumulated impairment loss. The
intangible asset will be amortised on a straight-line basis
over its useful lives.

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

At the end of each reporting period, the Company
reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any
indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine
the extent of the impairment loss (if any). Where it is
not possible to estimate the recoverable amount of an
individual asset, the Company estimates the recoverable
amount of the cash generating unit to which the asset
belongs. Where a reasonable and consistent basis of
allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or
otherwise they are allocated to the smallest group of
cash-generating units for which a reasonable and
consistent allocation basis can be identified.

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

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

POLICIES (Continued)

U]

(m)

(n)

Impairment of tangible and intangible assets
other than goodwill (Continued)

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

Inventories
Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the weighted
average method.
Related parties
A party is considered to be related to the Company if:
(@) the party is a person or a close member of that
person’s family and that person,
(i) has control or joint control over the Company;
(i) has significant influence over the Company;
or
(i) is a member of the key management

personnel of the Company or of a parent of
the Company; or
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(n)

Related parties (Continued)

(b)

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

(i)

(iii)

(iv)

(vii)

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

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

the entity and the Company are joint ventures
of the same third party;

one entity is a joint venture of a third entity
and the other entity is an associate of the
third entity;

the entity is a post-employment benefit plan
for the benefit of employees of either the
Company or an entity related to the
Company;

the entity is controlled or jointly controlled by
a person identified in note; and

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

Financial instruments

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

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets
and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss) are
added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair
value through profit or loss are recognised immediately
in profit or loss.

Financial assets

The Company’s financial assets are classified into loans
and receivables. Loans and receivables are non-derivative
financial assets with fixed or determinable payments that
are not quoted in an active market. At the end of each
reporting period subsequent to initial recognition, loans
and receivables (including prepayments and deposits paid
and bank balances and cash) are carried at amortised
cost using the effective interest method, less any
identified impairment losses (see accounting policy on
impairment loss on financial assets below).
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(o)

Financial instruments (Continued)
Financial assets (Continued)
Effective interest method

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

Interest income is recognised on an effective interest
basis for debt instruments.

Impairment of financial assets

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

The objective evidence of impairment could include:

o significant financial difficulty of the issuer or
counterparty; or

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

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(o)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets (Continued)

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

For financial assets carried at amortised cost, an
impairment loss is recognised in profit or loss when
there is objective evidence that the asset is impaired,
and is measured as the difference between the asset’s
carrying amount and the present value of the estimated
future cash flows discounted at the original effective
interest rate.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with
the exception of prepayments and deposits paid, where
the carrying amount is reduces through the use of an
allowance account. Changes in the carrying amount of
the allowance account are recognised in profit or loss.
When a trade receivable is considered uncollectible, it is
written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited
to profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(o)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets (Continued)

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

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a
group entity are classified according to the substance of
the contractual arrangements entered into and the
definitions of a financial liability and an equity
instrument.

Equity instruments

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

Financial liabilities
Financial liabilities (including accruals and other payables

and borrowings) are subsequently measured at amortised
cost, using the effective interest method.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(o)

Financial instruments (Continued)

Financial liabilities and equity instruments
(Continued)

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts
estimated future cash payments through the expected life
of the financial liability, or, where appropriate, a shorter
period to the net carrying amount on initial recognition.

Interest expense is recognised on an effective interest
basis and is included in finance costs.

Derecognition

Financial assets are derecognised when the rights to
receive cash flows from the assets expire or, the financial
assets are transferred and the Company has transferred
substantially all the risks and rewards of ownership of
the financial assets.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and the
cumulative gain or loss that had been recognised in
other comprehensive income and accumulated in equity
is recognised in profit or loss.
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Financial instruments (Continued) (o) 2MTIA(E)
Derecognition (Continued) AU TER(E

On derecognition of a financial asset other than in its
entirety (e.g. when the Company retains an option to
repurchase part of a transferred asset or retains a
residual interest that does not result in the retention of
substantially all the risks and rewards of ownership and
the Company retains control), the Company allocates the
previous carrying amount of the financial asset between
the part it continues to recognise under continuing
involvement, and the part it no longer recognises on the
basis of the relative fair values of those parts on the
date of the transfer. The difference between the carrying
amount allocated to the part that is no longer
recognised and the sum of the consideration received for
the part no longer recognised and any cumulative gain
or loss allocated to it that had been recognised in other
comprehensive income is recognised in profit or loss. A
cumulative gain or loss that had been recognised in
other comprehensive income is allocated between the
part that continues to be recognised and the part that is
no longer recognised on the basis of the relative fair
values of those parts.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires. The difference between the carrying amount
of the financial liability derecognised and the
consideration paid and payable is recognised in profit or
loss.

Bk 2= EEUBRER SN (BIE AR RR
BBELHICEREE 2 RER
KRETEEHREHEFEREK
MoRE L@ R BRI ED &
ARBREBZEGRE) - RBUBER
THMEER ARAEHLRE
EZBEREE  BREXNHE#ER
REBE2 R B R BER

MORBEAR Z2HHERFER
MEREL DB - M BHERE
DEREMEEKDERZE R
REMESE 2EMEsTKEK
iR AM ITRNEBERRNER -
EREMEEKEERZRFTK
BREE SREBER D
RTBER B ZEHRFE
BEL DR -

EEMANMEANEBERESE
HOES B M - Al @R IR S
BAE RIEEINSREED
REEASMRENRKENEZR
EEAERPER -

93



94

Annual Report 2014

For the year ended 31 December 2014 # 2 = F —4F+ ==+ —HIL FJE

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

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are
recognised in the period in which the 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 future periods.

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

(@) Estimated impairment loss in respect of
prepayments and deposits paid

As explained in note 3, prepayments and deposits paid
are initially measured at fair value, and are subsequently
measured at amortised cost using the effective interest
method. Appropriate allowances for estimated
irrecoverable amounts are recognised in profit or loss
when there is objective evidence that the asset is
impaired.

The identification of bad and doubtful debts requires the
use of judgement and estimates of expected future cash
inflows. Where the expectation is different from the
original estimate, such difference will impact carrying
value of prepayments and deposits paid and recognised
as doubtful debts expenses in the year in which such
estimate has been changed. The directors of the
Company are satisfied that this risk is minimal and no
allowance for doubtful debts was provided during the
year ended 31 December 2014 (2013: RMBNIl). The
carrying amount of prepayments and deposits paid as at
31 December 2014 was approximately RMBNil (2013:
RMBNil).
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(b) Useful life and residual value property, plant
and equipment

The management determines the residual value, useful
lives and related depreciation charges for its property,
plant and equipment. These estimates are based on the
historical experience of the actual residual value and
useful lives of plant and equipment of similar nature and
functions and may vary significantly as a result of
technical innovation and keen competition from
competitors, resulting in higher depreciation charge and/
or write-off or write-down of technically obsolete assets
when residual value or useful lives are less than
previously estimated. The carrying amount of property,
plant and equipment as at 31 December 2014 was
approximately RMB429,000 (2013: RMB498,000).

No revenue and segment information were presented as the
Company did not conduct business during the year.

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the previous years.
Given the incomplete books and records and the previous
management of the Group did not response to any request for
information, the directors of the Company believe that it is
impossible, and not practicable, to ascertain the completeness,
existence and accuracy of the amounts of revenue and
segment information of the Company for the year ended 31
December 2013. No representation is therefore made by the
directors of the Company as to the completeness, occurrence
and accuracy of the revenue and segment information as of
the date of approval of the financial statements.
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6. LOSS BEFORE TAXATION 6. BRBIAIEE
The Company's loss before tax is arrived at after charging the RAEIBRIATES B E R T 5 5018 -
amounts as set out below.
2014 2013
—E-ImF —F—=F
Note RMB’000 RMB’000
B 5 AR T AR F T
Loss before taxation has been KHBRT 7] BI85 B BR B
arrived at after charging: Al g7 48
Staff costs (including directors’ 8 T A
emoluments): (BIEESHH)
— Salaries and wages — IT& KM — —
— Retirement benefit scheme — RIREFHEIH
contributions — _
Depreciation of property, plant and ¥ % « ME & XEITE
equipment 12 110 15
Auditors’ remuneration A G 317 638
Operating lease rental expenses HEHERSRAY 637 181

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the previous years.
Given the incomplete books and records and the previous
management of the Group did not response to any request for
information, it is impossible and impracticable for the directors
of the Company to ascertain the amounts for the previous
years. No representation is therefore made by the directors of
the Company as to the completeness, occurrence and accuracy
of those expenses for the year ended 31 December 2013 as of
the date of approval of the financial statements.

AT RRM T2 E - AR A
EERELINAEHN AR REUHLR
EAEMBARARNBEFE 2 B
i K 5C 8% o B 10 B ffft B AC 8% 1 52 B A
RASERMEIEEEYEQETAR
MEMMBER  ARREFTEELER
FHUBEEBEFELSR - Bt - ©
M mAH AR AAREEH A
HE-_T—=F+-_A=+—HLFE
CHERAXRETE  HERERESR
KRB -
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DIRECTORS’ AND EMPLOYEES' 7. EEREEHMH
EMOLUMENTS
(a) Directors’ emoluments (@) EE=HM
Details of the emoluments paid or payable to directors of ENKENAARESFHMFS
the Company are as follows: N

Year ended 31 December 2014
BE-Z-NE+=-A=+—-HLFE

Retirement
benefit
Directors’ scheme Other
Fees contributions emoluments Total
RIKEF
BE=He Bl RN H 1t %5 B M
RMB’000 RMB’'000 RMB’000 RMB’000

AR®T T AR T AR¥TRT AR%TR

Executive directors: HITES:
— Mr. Wang Delin, — IEMEETELEED

“Mr. Wang” (note iii) (P 7% iii) = = — —
— Mr. Ng Kwong Chue Paul, — RAEBEE(REED

“Mr. Ng” (note vii) (Bt & vii) = = — —
Non-executive director: FHITES:
— Ms. Kou Mei In, —mEHRzLt((mxL))

“Ms. Kou" (note viii) (B & vii) — - - -
Independent non-executive BYFHTES:

directors:
— Mr. Sze Lin Tang, “Mr. Sze” (note ix) — i 8 /& %5 4 ([HB 55 4 1)
(P 7F ix) — — — —

— Mr. Qiu Xiaohua, “Mr. Qiu” (note x) — FEPBEHE S A4 ([ER 5% A4 |)
(B 5 %) — — - —
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7.

DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (Continued)

Directors’ emoluments (Continued)

Details of the emoluments paid or payable to directors of

the Company are as follows:

£ ok
RMB’000
AR®T T

EEREEHFMN(F

() EE=%HMA)

ENHENARAREZFHMFE

o

Year ended 31 December 2013

BE-_Z-—=¢+_A=+—BHLEE

Retirement

Directors’ benefit scheme Other
Fees contributions

emoluments

B ARE R

R - ity 35
RMB’000 RMB’000
ARBTE ARETR

Total

e
RMB’000
ARETT

Executive directors:
— Mr. Zhao Chuan Wen,
“Mr. Zhao CW" (note i)
— Mr. Zhao Yu “Mr. Zhao" (note ii)

— Mr. Wang (note iii)
— Mr. Xia Yuan Jun,
“Mr. Xia" (note iv)
— Mr. Fong Pin Jan,
“Mr. Fong” (note v)
— Mr. Ng (note vii)

Non-executive director:

— Ms. Kou (note viii)

Independent non-executive
directors:
— Mr. Chiang Chi Kin Stephen,
“Mr. Chiang” (note vi)

— Mr. Sze (note ix)

HITES:

— WEXEE
(K-S &A= =)

— WMFEERE(HEED
(Mt 2D

— F 5t 4 (K =)

— BEnxBEEE(BEAED
(Hft &Eiv)

— FREEE(HEED
(P 5Ev)

— R % A& (Mt 3 vii)

HUTES:
— & &+ (W Bvii)

BYUFHTES:
— BEBREE(EEED

(£ vi)
— e 55 A& (Fff 5t ix)
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Directors’ emoluments (Continued)

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate
and to get access to the complete books and records of
the Company and the De-consolidated Subsidiaries for
the previous years. Given the incomplete books and
records and the previous management of the Group did
not response to any request for information, it is
impossible and impracticable for the directors of the
Company to ascertain the amounts for the previous
years. No representation is therefore made by the
directors of the Company as to the completeness,
occurrence and accuracy of the Company’s directors’
remuneration for the year ended 31 December 2013 as
of the date of approval of the financial statements.

During the year ended 31 December 2014, no
remuneration was paid by the Company to the directors
of the Company as an inducement to join or upon
joining the Company or as compensation for loss of
office (2013: Nil).

Notes:

i) Mr. Zhao CW was appointed as executive director and chairman
with effect from 10 October 2010. Mr. Zhao CW resigned as
chairman with effect from 18 August 2011. Mr. Zhao CW
resigned as executive director with effect from 21 January 2014.

ii) Mr. Zhao resigned as chief executive officer and was appointed
as chairman with effect from 18 August 2011. Mr. Zhao resigned
as executive director and chairman with effect from 10 January
2014.

iii) Mr. Wang was appointed as executive director and chief executive
officer with effect from 18 August 2011.

iv) Mr. Xia was appointed as executive director and deputy executive
officer with effect from 10 October 2010. Mr. Xia resigned as
executive director and deputy executive officer with effect from
3 January 2014.

(a)

EETMAE)

I HRERM E21AEE - A
NRAEZARELKILERARA
EREBUEGZEEARMNBAR N BE
FREZTERMRILE - AR
fitt 2 52 8% 1 ST B IA R AN & B R
BB O BT BRI BEK
EREENER LEABTAE
FEZER - At - R BRK
HERH ARABDEFHTAE
E_T—=F+A=+—HILHF
EZESEFMREE BER
EREHRER -

REZE-_T—NMF+=-_A=+—
BIEFE  AARWERAEARAF
BEEYNEM - AEAMBATR
M ESIE A BB ENBE (=
T—=F )

&

HEXEEB-_ZT—Z2F+A+TH
HREZTR/NTESRER - BE
XEEEBZE-——FNATNAE
EREERE - BEXEEE T
ME-A-+—BEEBTHTE
=.

ii) HEEB_FT——FA\ATNHE
ERTERATELRZERE
B #EEEE —T-—MFE—A+H
EOHERTEEREIRE -

i) FhREB-_ZE——FN\A+N\BiE
EZERATEERERENITE

iv) BRAEB T ZF+ATHER
ZEANTEERBEFATE °
B4R " T-NF-A=ZHEE
BERTESFRBEIEFEATE °
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7.

DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (Continued)

(a)

Directors’ emoluments (Continued)

v)

vi)

vii)

viii)

ix)

Mr. Fong was appointed as executive director and chief financial
officer with effect from 10 October 2010. Mr. Fong resigned as
executive director and chief financial officer with effect from 10
January 2014.

Mr. Chiang was appointed as independent non-executive director
with effect from 28 November 2013. Mr. Chiang resigned as
independent non-executive director with effect from 31
December 2014.

Mr. Ng was appointed as executive director with effect from 5
September 2013.

Ms. Kou was appointed as non-executive director with effect from
5 September 2013.

Mr. Sze was appointed as independent non-executive director
with effect from 5 September 2013.

Mr. Qiu was appointed as independent non-executive director
with effect from 1 January 2014.

7.

EEREEHFMN(F

(a)

EEHMA)

v)

vi)

vii)

viii)

AREAE-TF+ATHEE
RERRTEEREREWBE -7
EEB-_T-ME-—A+HESH
ERTEEREEVBE °

BEEB-T—=F+—-A=Z+N
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7. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (Continued)

(b)

Employees’ emoluments

Of the five individuals with the highest emoluments in
the Company, none were the directors of the Company
for the year ended 31 December 2014 (2013: none were
the directors of the Company), details of whose
emoluments are included in the disclosures above.

The emoluments of the individual during the year ended
31 December 2014 (2013: None) were as follows:

7. ESREEHM(E

(b)

& 8 %7 i

REBEE-_T-—HNF+=-_B=+—
BIEFEE  ARFHZRSHFA
THEBEARAER(ZE—=
FMEARRES)  HEHH
HBEHREXHES -

REBZ-_E—NWUFE+_A=+—
BIEFE - BEAAL(ZE—=
FoE)NFMOT

2014 2013
—E-—MMF —E—=F
RMB'000 RMB’'000
AR¥ET T AR T T

Salaries and allowances BN &% Ah
Retirement benefit scheme

contributions

During the years ended 31 December 2014 and 31
December 2013, the emoluments of each of the five
highest paid individuals were within RMB1,000,000.

During the year ended 31 December 2014, no
remuneration was paid by the Company to any of the
five individuals with the highest emoluments in the
Company as an inducement to join or upon joining the
Company or as compensation for loss of office (2013:
RMB Nil).

EARAR F 5 &R

E-T—OF+_A=+—8HK
—E—=F+-HA=+—HItEF
B rAZEeHALTS A/
HE R A R #1,000,0007T °

REE-ZT—WOF+_A=+—
HIEFE AR ERARA
IEEeHFALINME (ZF—
=FAREZTT) LMEANE
A ) K B B 3k 1E A BE B 5 60 B
@ °
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(b) Employees’ emoluments (Continued)

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate
and to get access to the complete books and records of
the Company and the De-consolidated Subsidiaries for
the previous years. Given the incomplete books and
records and the previous management of the Group did
not response to any request for information, it is
impossible and impracticable for the directors of the
Company to ascertain the amounts for the previous
years. No representation is therefore made by the
directors of the Company as to the completeness,
occurrence and accuracy of the disclosures on individuals
with highest emoluments for the year ended 31
December 2013 as of the date of approval of the
financial statements.

As disclosed in notes 2.1 and 18 to these financial statements,
the directors of the Company have been unable to locate the
complete books and records of the Company for the previous
years. The other suspense account represents loss recognised in
respect of the aggregate amounts of the credit balances of
bank transactions of which the directors of the Company have
been unable to locate relevant books and records during the
year ended 31 December 2013. Given the incomplete books
and records and the previous management of the Group did
not response to any request for information, it is impossible
and impracticable for the directors of the Company to
ascertain the amounts for the previous years. No
representation is therefore made by the directors of the
Company as to the completeness, occurrence and accuracy of
the disclosures and loss recognised as other suspense account
for the year ended 31 December 2013 as of the date of
approval of the financial statements.

(b) EEHMHE)

I HRERM E21AEE - A
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BEHRBARARNBEFE 2 TEEM
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EREXRIEEEMR LR ZEHES
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Hong Kong Profits Tax rate was 16.5% (2013: 16.5%). No
provision for Hong Kong Profits Tax has been made as the
Company did not have any assessable profit arising in Hong
Kong for the year.

The income tax expenses can be reconciled to the loss before
taxation per the statement of comprehensive income as
follows:

B % B &5 1R

Loss before taxation

Tax at the Hong Kong tax rates
Effect of unrecognised deductible losses
and deductible temporary differences

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the previous years.
Given the incomplete books and records and the previous
management of the Group did not response to any request for
information, it is impossible and impracticable for the directors
of the Company to ascertain the amounts for the previous
years. No representation is therefore made by the directors of
the Company as to the completeness and accuracy of the
income tax expenses for the year ended 31 December 2013 as
of the date of approval the financial statements.

BEBREZHEA
AR AENEE LAIEM
ERUEZROTE

EBANNBHEBEI65% (CF—=4:
16.5%) - AR ARR RN ERNBERES
EEAAERR M WL EFELE
BT ME -

FT 15 B0 5 2 B & [ W 2= 2% A0 9 Bk X AT
EEEENT

2013
—T—=F
RMB’000
ARET T

(3,445)

(568)

568

MG MR M 21 WE - AR A
BEEARREKIINREHART RBUS &
EARMBARANEEFEZ ZER
it R 5 8% o R R M MRS 8% 1 52 B A
KNSR B AT B B 3 & [ B AE A R
MEHRNBR ARAREFTEENER
FHEUAEBEFEZ2ELRE - Bt - 1
MBHRERAERD NABESH TR
BHE_T—=F+-_A=+—HLEE
ZHEHRAXEE BN ERERE
BR o
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10. DIVIDENDS

No dividend has been paid or proposed by the Company
during the year ended 31 December 2014 (2013: RMB Nil).

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate the
complete books and records of the Company for the previous
years. Given the incomplete books and records and the
previous management of the Group did not response to any
request for information, it is impossible and impracticable for
the directors of the Company to ascertain the amounts for the
previous years. No representation is therefore made by the
directors of the Company as to the completeness and accuracy
of the dividend for the year ended 31 December 2013 as of
the date of approval of the financial statements.

11. LOSS PER SHARE ATTRIBUTABLE TO
OWNERS OF THE COMPANY

The calculation of the basic loss per share attributable to
owners of the Company is based on the following data:

10. B2

1.

ARRARBE-_B—MEF=A=+—
B 1F 4 FE 3 48 3 1 3 BER FE A1 B 8. (=
T-=F: ARBER)

AT MR FT21WE - AR A
EEREKIARFANRBEFEZ T
BARM KA 8% o i Bt R RS 81 52
BUARKAEEREEEEY MM EE
MEMEMOBR  NRABEFEER
ERLLEUREBEFEZSHE -
It R BHRRUERY  ARAES
B8 Ez—_2—=F+=-A=+—H
LEEZEREREBRERERE
RH o

ARREREAREBREER

ARREBEANBESRERNBEIDR
BB

2014 2013
—E-F —F—=F
RMB’000 RMB'000
AR® TR ARBTFT
Loss 5
Loss for the year attributable to owners of AR E TR EKREIE 2K
the Company for the purpose of basic NEIEEANEEFAEBE
loss per share (2,622) (3,445)
Number of shares il =] 2014 2013
Weighted average number of ordinary ARHAEEREXRABEZE
shares for the purpose of basic loss per 3 % /i # S 15

share

1,010,500,000

1,010,500,000
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As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate the
complete books and records of the Company for the previous
years. Given the incomplete books and records and the
previous management of the Group did not response to any
request for information, it is impossible and impracticable for
the directors of the Company to ascertain amounts for the
previous years. No representation is therefore made by the
directors of the Company as to the accuracy of the loss per
share of the Company for the year ended 31 December 2013
as of the date of approval of the financial statements.

The computation of diluted loss per share for the years ended
31 December 2013 and 2014 does not assume the conversion
of the Company’s outstanding share option since their exercise
would result in a decrease in the loss per share.

AT MR T2 E - AR A
EZRERIARANBEFELZ T
R KLk o R RRM RS
BUARAKE B AT E IR B & D EE
MRBMERNBER  ARREFTEER
ERLHEUBEBEFEZSE - B
- REBHRUERY  ARAES
B8 Ez—_2—=F+-A=+—H
LEEZARARBRBREEEERE
KRB -

EHECE——FRE—NF+=
A=+ BLFEZERBESEBRY
RERERANR 2 RITEBRAE
TEZEERESERERERRLD -
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12. PROPERTY, PLANT AND EQUIPMENT

12. X - BERRE

Furniture
fixtures and

Leasehold Plant and office Motor Construction
improvement  machinery equipment vehicles in progress Total
B -
HEMHE BEXER
%5 BEREW MARE RE EEIR &3t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT ARBTR AR®BTR AR®TR AR®TR AR¥Tx
cosT A
As at 1 January 2013 RZE—=F—H—H = = = = = =
Additions NE 463 — 50 — — 513
As at 31 December 2013 HKR=Z—=F+=-A=+—8H
and 1 January 2014 ;r=—Z—-—mM$E—-—HA—H 463 — 50 — = 513
Additions NE 2 = 37 = = 39
Exchange alignment R 2 = = = = 2
As at 31 December 2014 R-—Z—MNF+-_A=+—H 467 — 87 — — 554
ACCUMULATED REtiE
DEPRECIATION
As at 1 January 2013 R=FE—=F—H—H = = = = = =
Charged for the year FAZH 14 = 1 = — 15
As at 31 December 2013 RZT—=F+=A=+—H
and 1 January 2014 EZT-—MNFE—-—A—H 14 = 1 = = 15
Charged for the year FAZH 93 = 17 = — 110
As at 31 December 2014 R=Z-—NF+=HA=+—8 107 = 18 = = 125
NET BOOK VALUES R F E
As at 31 December 2014 R=Z-—NF+=HA=+—A8 360 = 69 = = 429
As at 31 December 2013 R=-ZT—=F+=A=+—H 449 = 49 = = 498
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The above items of property, plant and equipment, other than
construction in progress, after taking into account of their
estimate residual values, are depreciated on a straight-line
basis at the following rates per annum:

Buildings 20 years
Plant and machinery 10 years
Furniture, fixtures and office equipment 5 years
Motor vehicles 8 years
Leasehold improvement 5 years

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the previous years.
Given the incomplete books and records and the previous
management of the Group did not response to any request for
information, it is impossible and impracticable for the directors
of the Company to ascertain the balances for the previous
years. No representation is therefore made by the directors of
the Company as to the completeness, existence and accuracy
of the property, plant and equipment of the Company for the
year ended 31 December 2013 as of the date of approval of
the financial statements.

ME - BELREHLRER - BRER
TN SAREMBFRBREER  RIE

UTERIZEREITE

BF 20%F
B 5= 2 5% 1E 104
R BERBERPARME 54
k] 84
MEMERE 54

MM MR M T2 WE - AR A
EEREHIREHARR REUHAR
EARMBARAREEFEZ ZER
it K2 52 8% o B fR M MRS 8% 1 58 B A
EASEMEEREEL ELDREME
BRFER  ARREEEENER L3
NEEBEFRE 2/&R - Btk - X8
Wﬁ%%&ﬁ% ARREZH IR A
RAHE_Z-—Z=Ft_A=1+—H1t
FEZDE BEARBREEZE &
EREEBEREH -

107



108

Daqing Dairy Holdings Limited Annual Report 2014

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the previous years.
Given the incomplete books and records and the previous
management of the Group did not response to any request for
information, it is impossible and impracticable for the directors
of the Company to ascertain the balances for the previous
years. No representation is therefore made by the directors of
the Company as to the completeness, existence and accuracy
of the prepaid lease payments of the Company for the year
ended 31 December 2013 as of the date of approval of the
financial statements.

For the year ended 31 December 2014 &2 —ZE — [ F+_-H=4+—HIF F&E
13. PREPAID LEASE PAYMENTS 13. ENHEER
2014 2013
—mEF —F—=
RMB’'000 RMB'000
ARB T ARET T
Analysed for reporting purpose as: REBWABRITHOT :
— Non-current assets — ERBEE — _
— Current assets mENEE — =

AN B AR M 2P EE - AR A
EERERIINBHARA REUE
BARMBRARANEEFREZ ZBE
& G 8% om0 Bl B AT 8% S 52 B A
RAGEENEEREY ELEEME
BRBER  ARRESFEENER L
NEEBEFRE ZER - Btk - XW
BRERAERY AR EEHTUA
ARABE_ZE—=F+"A=+—H1It
FEZEANEERRERZE HFER
EWHREREHR -



COST

As at 1 January 2013

Additions

As at 31 December 2013 and 1 January 2014
Additions

As at 31 December 2014

AMORTISATION

As at 1 January 2013

Charged for the year

As at 31 December 2013 and 1 January 2014
Charged for the year

As at 31 December 2014

CARRYING VALUES
As at 31 December 2014

As at 31 December 2013

The amounts were amortised on a straight-line basis over a

period of 10 years.
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For the year ended 31 December 2014 # = — =

SN

R-ZE—=F—H—H

=T

RZZE—=F+=-A=+—8K
—E—-mFE—H—H

NE

R-ZE—NF+=-A=+—H
8
NR-ZE—=F—H—H
FAX M
RN-ZZE—=F+-A=+—HK
—ZE—mFE—H—H
FAX M
R-E—NME+=-A=+—H

fREE
R-Z2-NFE+-A=t+—~H

RZE—=F+-_A=+—H

Trademarks
[SE:
RMB’000
AR® T

ZECRDBBI0OFHRIZE R EE
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15.

P

14. INTANGIBLE ASSETS (Continued) 14. B EE (&
As disclosed in note 2.1 to the financial statements, the WM HRRM A2 E - AR A
directors of the Company have been unable to locate and to EEREKIREBARF RIUEA
get access to the complete books and records of the Company EARMBARRNBEFRE 2 T B
and the De-consolidated Subsidiaries for the previous years. flt R 8% - B AR KA 8T T BN
Given the incomplete books and records and the previous RASEAEEEREY EDOEEMRE
management of the Group did not response to any request for BRER  ARRESEANER H#
information, it is impossible and impracticable for the directors NEERTFE 2tk Bt BB
of the Company to ascertain the balances for the previous Bw&AEBH  KRATNESFH IR
years. No representation is therefore made by the directors of AAEBEZT—=F+=ZA=+—H1L
the Company as to the completeness, existence and accuracy FRERIBVEERETE TFERE
of the intangible assets of the Company for the year ended 31 WEBEREHR-
December 2013 as of the date of approval of the financial
statements.
DEFERRED TAX ASSETS AND LIABILITIES 15. EEHEEER AR
The following are the Company’s major deferred tax assets UTARARRRRERMFER FEAFED
(liabilities) recognised and the movements thereon, during the HRNELEHRELE(AB)REET):
current and prior years:
Timing Fair value  Withholding
difference adjustments tax on
on expenses on undistributed
recognition  acquisition dividend Total
BRABEXH Uz B B ROBRE
RHEMEERE AFERAE AN B Mt
RMB*000 RMB“000 RMB*000 RMB“000
ARBTR AR%®TR ARBTR AR%®TRn

As at 1 January 2013
Charge/(credit) to profit or loss

W=—FT—=F—-A—H
EREEME(GEA)

RZE—=F+=A=+—H
;E=ZF—NF—A—H
fEiEEEMR S (GEA)

As at 31 December 2013 and as at
1 January 2014
Charge/(credit) to profit or loss

As at 31 December 2014 R-ZF-NFE+=A=+—H
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As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the previous years.
Given the incomplete books and records and the previous
management of the Group did not response to any request for
information, it is impossible and impracticable for the directors
of the Company to ascertain the balances for the previous
years. No representation is therefore made by the directors of
the Company as to completeness and the accuracy of the
deferred tax assets/(liabilities) of the Company for the year
ended 31 December 2013 as of the date of approval of the
financial statements.

P

Mg

Inventories 5

\

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the previous years.
Given the incomplete books and records and the previous
management of the Group did not response to any request for
information, it is impossible and impracticable for the directors
of the Company to ascertain the balances for the previous
years. No representation is therefore made by the directors of
the Company as to completeness and the accuracy of the
inventories for the year ended 31 December 2013 as of the
date of approval of the financial statements.

WA G IR R 2T E AR A
BERERIREMARE REUE 4L
EARMBARIRNBREFE 2 TEK
ke - ARRMEEETTEN
FAEEEEEBY ERELME
BR@EK  ARRESELERER L#
NHETBEFE &% - At - R
BHERMAEBRE ARREZHARA
NEBE_E—=F+=-_A=+—A81
FEZEERBEE/(ABRE R
BREMBERER -

2013
—E—=F
RMB’000
ARETTT

AN SR ERM 2N E - AR A
EERERIREBARR RIUH R
GEAENBRAARNBEFE TR
ki éx - BRERM KRGS T TEU
MAREERTEEBY EOEITME
BRER KRR ESEANER E#
LREEBEFE2&E6#% - Bt BB
BHRERMELDR  ARFEEZT R E
E-T—=F+_A=t+—HItFEZ
GERD B NEFEEREH -
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A

17. PREPAYMENTS AND DEPOSITS PAID 17. ARERENZSE

2014 2013

—E—-F —_F—=
RMB’000 RMB'000
AR T ARBTT
Prepayments SN @] 307 274
Deposits paid BEfNEe 193 192
500 466

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate the
complete books and records of the Company for the previous
years. Given the incomplete books and records and the
previous management of the Group did not response to any
request for information, it is impossible and impracticable for
the directors of the Company to ascertain the balances for the
previous years. No presentation is therefore made by the
directors of the Company as to the completeness, existence
and accuracy of the prepayment and deposits paid of the
Company, and perform a detailed analysis of the Company’s
prepayment and deposits paid aging, credit policy and
impairment assessment for the year ended 31 December 2013
as of the date of approval of the financial statements.

N S R M 2P - AR A
EERERINARFBEFEZTE
B R R 8% - AR AR R A 8% 1 2 B
PA R 2 6% [ AT E B 3R JE I AR 3 FE {E ]
RRERNBELR  ARREFTBEELE
PR AR E R EFE 2 &R - Bt
R BRI ERS  NATANESHL
RBEE-_T—=F+_A=+—HILF
EARRIZENREARENEZERES
B FEREBBEREH  UKRF
AAIMARBZENRBARENZS
2Rk EEBRERRRERG -
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18. BANK BALANCES AND CASH

As at 31 December 2014, the Company’s bank balances carry
market interest rate of 0.05% per annum (2013: 0.08% per
annum).

The Company’s bank balances and cash denominated in the
following currencies:

18. RITHEBRREE

R-ZE—mE+=-—A=+—8 &~AF
B8R 1T 45 8142 T 35 F F R0.05% (= F
—=F : FFX0.08%) 58 °

ARBNBTER AR EEE
LIRS

2014 2013
—EF-DF —F—=
RMB’000 RMB'000
AR#T T ARET T
Currency: =
United States Dollars ETT 37 37
HK$ B IT 21 14

The Company’s bank balances and cash denominated in RMB
are not a freely convertible currency in the international
market. The remittance of RMB out of the PRC is subject to
exchange restriction imposed by the Government of the PRC.

ARRIRTTEHGRRE R AREEE -
REEMSIFEHALRER - RS
SN R BE SR 72 B T R B BT B B Y
S| FE PR I ©
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As disclosed in note 32 of the Group’s consolidated financial
statements for the year ended 31 December 2010 (the “2010
Financial Statements”), a bank balances and cash amounted to
approximately RMB11,523,000 was recorded on the statement
of financial position of the Company at 31 December 2010.
Except for bank balances of approximately RMB3,000, the
directors of the Company have been unable to locate the bank
accounts and whereabouts of the bank balances and cash. The
Company engaged the Forensic Accountants to conduct
investigations, including (i) send letters to the Predecessor
Auditors to request them provide the relevant bank
information; and (ii) send letters to banks in Hong Kong
(including licensed banks, restricted licensed banks and
deposit-taking companies) (collectively referred as to the
“Banks”) to make enquiry on whether the Company
maintained any bank accounts in the Banks. However, as of
the date of approval of the financial statements, the
Predecessor Auditors only replied that the relevant information
was not available as it was located in their PRC office. In
addition, no Banks has indicated the existence of any bank
accounts of the Company up to the date of these financial
statements. Given these circumstances, the directors of the
Company recognised a loss of approximately RMB11,520,000
as other suspense accounts in the statements of profit or loss
and other comprehensive income for the year ended 31
December 2011.

WU AEFEEHEEZE—ZT—ZFTF+_A=1+
—BLEFENREVERR(ZE—F
FEHEHRERDMEAWE - BT
gh MR & A R¥11,523,000 B 52 A
RARIRZE—ZTF+_A=+—HZ
AR RE - BRTHARME3 0002
BITHEBRIN  RARIE B RAEIKFIRTT
REURZERITEHRRRESMTE -
RAREREEZESFAELAE - 8
18 () B S TR E R BRD 2k iR #
HERTER: R)BEETFTEESZR
T(BIEFERIT  AREERIRITR
BEXTERA(HGBIZERTD &
HARRRBEZERITHR TEE
IRE o A - RIS RARAERR -
AT A ED EBR AR IEEE
B BAERERIEZEMETRZ
MERE o HhoN - B =R E R A
IF - ZERITHRTEEEMALQF R
TERFEXLE - EERIZER/N  AAHF
BEERBE-_Z——F+=-_A=+—H
FTFEZBEEREME2EBERER
&5 18 49 A R #11,520,0007T & E b 5 R
AR1E -
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As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to books and records of the Company, including
books and records of certain bank transactions of the
Company took place for the previous years. Given incomplete
books and records of the Company and the Company’s
previous management did not response to the request for
information, it would be impossible and impracticable to
ascertain these bank transactions which took place for the
previous years and to obtain sufficient documentary
information to satisfy themselves regarding the nature,
completeness, existence and accuracy of the bank transactions.
Given these circumstances, the directors of the Company have
recognised (i) losses of approximately HK$10,543,000
(equivalent to approximately RMB8,569,000) and
HK$2,538,000 (equivalent to approximately RMB2,024,000) in
respect of the aggregate amounts of the credit balances of
bank transactions took place during the years ended 31
December 2012 and 2013 respectively as other suspense
accounts in the statements of profit or loss and other
comprehensive income for the year ended 31 December 2012
and 2013 respectively; and (i) liabilities of approximately
HK$13,142,000 (equivalent to approximately RMB10,641,000) in
respect of the aggregate amounts of the debit balances of
bank transactions took place during the year ended 31
December 2012 and 2013 as other payables in the statements
of financial position as at 31 December 2013.

No representation is therefore made by the directors of the
Company as to the completeness, existence and accuracy of
the bank balances and cash transactions for the year ended 31
December 2013 as of the date of approval of the financial
statements.

WA SRR M 2T E - AQ A
BEERERIREBAAREM&L
B BEARFENBEFEETS TR
IRG 2 ERMRELE - ARARE R
N T BERAQAREEREEIL
EOETARIRE R FER  HEE
MEBRLFHUBTRBATE#ETZ
ZERTRXZIERERREXEERE
FEEPZERTRINEE EF%
B GFERER - EREZEBRN A2
REZEZERNRDBREBEE=—ZT—=FK
—E=F+ A=+ —BILFEET
BITRPGZEELEHBTE  DRIEEE
B —_ER-E—=F+"A=+—
HIEFEzBZMEME2E KR SRR
22465 18 910,543,000 7T (B E R4 A
R #8,569,0007T) }2,538,000/% 7T (48
BN AR2,024,0007T) BEHME KR
BRIE RV REBEE_E——FR_Z
—=F+-_A=+—HIEEEFTETT
RGZIEFEHBE T —=F1+
A=+ RAZHBRAEREREE
#913,142,000% ;L(FH & RN & A R &
10,641,0007T) £ H b f& {5 FIE ©

Bt - R RKRAEBE - ARFE
EMAIRRRRBE_T—=F1+_4
T -BLEFEZRITEHRERERS
EETE GTERERBEREH -
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Accrued expenses &t X

Amount due to a subsidiary FET BB R R K IB
Amount due to a related party JE 1~ 8 3 U5 k1B
Other payables H h & < 5K 1B

As disclosed in notes 2.1 and 18 to the financial statements,
the directors of the Company have been unable to locate and
to get access to the complete books and records of the
Company and the De-consolidated Subsidiaries. In addition, the
directors of the Company have been unable to locate books
and records of certain bank transactions took place for the
previous years. Given the incomplete books and records and
the previous management of the Group did not response to
any request for information, it would be impossible and
impracticable to ascertain these bank transactions took place
for the years ended 2011, 2012 and 2013. It would also be
extremely difficult and time consuming to obtain sufficient
documentary information to satisfy themselves regarding the
nature, completeness, existence and accuracy of these bank
transactions. Given these circumstances, the directors of the
Company have recognised (i) liabilities of approximately
HK$13,142,000 (equivalent to approximately RMB10,540,000)
in respect of the aggregate amounts of the debit balances of
bank transactions took place for the years ended 31
December 2012 and 2013; and (ii) liabilities of approximately
RMB3,587,000 in respect of the directors of the Company
have been unable to locate relevant books and records in the
statements of financial position as other payables as at 31
December 2013.

2013
—E—=F
RMB’000
ARETTT

2,611
810
1,478
14,217

19,116

AN S R 21 RSP EE - AR
RIZEERAEKE B AR &XEUH
BREARNBAR Z TBRMRLEE °
AN - RRBEERERIRNBEFE
ETETROIRZ2EMEZEE - B
REMELHETITBEARAEERT
EREYERETMAMRRNERNENR
HMEXRER FEUABEREE-F
——F ZECZHFRZT—=-FItF
BHETZZERTIRG - EMERL
NEEREFRSESEMNZSRITIRIIN
ME EEXE  GERERE  TEE
BRHERER - EREEREN  AQH
BEEE()\MAREE—_E——ER T —
Z—E+ A=+ —RHIEFEEFTERITR
GBI EBEERERABEYD
13,142,000/ ;L(HH & R © A B &
10,540,0007T) + R (i)t AN A Al &= ERAE
HREEREMERLE R —=F1
ZA=Zt+—RAZHBRAERERERE
49 A R #3,587,0007T & H 4 & - 3%
g o
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As further disclosed in note 2.1 to the financial statements,
the directors of the Company have been unable to locate and
to get access to the complete books and records of the
Company and the De-consolidated Subsidiaries for the current
and the previous years. Given the incomplete books and
records and the previous management of the Group did not
response to any request for information, it is impossible and
impracticable for the directors of the Company to ascertain
the balances of the amount due to a subsidiary and other
payables for the previous years. No representation is therefore
made by the directors of the Company as to the
completeness, existence and accuracy of accrued expenses and
other payables for the year ended 31 December 2013 as of
the date of approval of the financial statements.

Amount due to a related party was interest-free and repayable
on demand.

Bank borrowings 1T IE K
— Unsecured — 4E K 3

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the previous years.
Given the incomplete books and records and the previous
management of the Group did not response to any request for
information, it is impossible and impracticable for the directors
of the Company to ascertain the balances for the previous
years. No representation is therefore made by the directors of
the Company as to the completeness, existence and accuracy
of the borrowings for the year ended 31 December 2013 as of
the date of approval of the financial statements.

BN RRME21E—FHE K
NEIEBREKE REMARR RIS
HRAANRWNBRARRENRBEFEZ
EERM KRS o AR ERESHT
EEAMAEEREEEEL &DOE
ERERMERBBK  NRARIEFHEE
NEBRLEHEURERATFE 2 EBAH
BRARAIREREMENREBZEH -
Eit - R IERRAERE  AARE
EMTIRBE—_TE—=F+_A=1+—
HIEFE MR &k E i BN RE
RERE TFHENEMRBERER -

ENRENFARRENRERER -

2013
—T—=F
RMB’000
AR T T

BB S HERM 2T E A A
EERERIREBARR RIUH
AEAENBRARARNBRTFE Cc TEER
ki ex - BRERM KRS T TEU
MAEBRITEEEY EDETME
BRER KRR ESTEELANER E#
NEEBEFE &% - Bt BB
BHRERMERDR  ARFEZ R A
E_T—=F+_A=t+—HItFEZ
BERERTE  FENEEERER -
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Ordinary shares i IR
Authorised: EE

As at 31 December 2013 and 31
December 2014 (HK$0.00001 each)
(& 0%0.00001%8 7T)

Issued: BT

—=Zft-A=t—8Bk
T—N&E+-_A=1+—8

As at 31 December 2013 I
and 31 December 2014

o

As set out in note 16 to the interim condensed consolidated
financial statements of the Group for the six months ended 30
June 2011 which were authorised for issue on 18 August
2011 (the “2011 Interim Report”), the Company’s share option
scheme (the “Scheme”) was adopted pursuant to a resolution
passed on 10 October 2010 for the purpose to reward the
directors and employees who have contributed to the Group
and to encourage the directors and employees to work
towards enhancing the value of the Company and its shares
for the benefit of the Company and its shareholders as a
whole, and will expire on 9 October 2020. Under the Scheme,
the board of directors of the Company may grant options to
eligible employees, including directors of the Company and its
subsidiaries, to subscribe for shares in the Company.

RZF—=F+ZA=+—AHAEK
—E-mE+-A=1+—H

Number of Share capital
shares [N
HK$'000
il = FET
38,000,000,000 380

Number of Share capital

shares f% 2%

HK$’000 RMB’000
v 4= FET AR T
1,010,500,000 10 9

R ER—FT——FNATN\BT
BZARRBE-_ZT——F < A=1H
EARBAZTHHRE (2T ——FFH
HEDME16ME A - AAR B IR
TZAEDIRER-_F—FF+A
THRBHRBRRESR UEBHR/A
SEELERMNEZRES  YBE
ENEEBAIRABARRAREREREZ
ERMNEMEAARARERODNE
B ZA8lBR_Z_ZF+ANEE
e REBEZFE  ARAEZEHEM
EEBMEBEREARAREME QA
ERRILBERE URBARAK
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The maximum number of shares which may be issued upon
exercise of all options to be granted under the Scheme of the
Company shall not, in the absence of shareholders’ approval,
in aggregate exceed 10% in nominal amount of the aggregate
of shares in issue on the listing date.

The maximum number of shares issued and to be issued upon
exercise of the options granted to each grantee under the
Scheme in any 12-month period shall not exceed 1% of the
shares in issue for the time being.

Where any further grant of options to a director or employee
would result in the shares issued and to be issued upon
exercise of all options granted and to be granted to such
person (including exercised, cancelled and outstanding options)
in the 12-month period up to and including the date of such
further grant representing in aggregate over 1% of the shares
in issue, such further grant must be separately approved by
shareholders in general meeting with such director or
employee and his associates abstaining from voting. The
Company must send a circular to the shareholders disclosing
the identity of the director or employee in question, the
number and terms of the options to be granted (and options
previously granted to such director or employee) and such
other information required under the Listing Rules.

At any time, the maximum number of shares which may be
issued upon exercise of all options which then have been
granted and have yet to be exercised under the Scheme shall
not in aggregate exceed 30% of the shares in issue from time
to time.

As disclosed in the Company’s announcement dated 28 April
2011 and the 2011 Interim Report, the Company granted to
eligible directors and employees (“Grantees”) 27,000,000 share
options (the “Share Options”) to subscribe for ordinary shares
of HK$0.00001 each in the Company, at an exercise price of
HK$3.512 per share. The Share Options vested on 28 October
2012 and the exercisable period of the Share Options was
from 28 October 2012 to 27 October 2014.

R RHBLE - BREBEARAZES
THRENMBEREETEMBITN
BHhExaBBEaRTSHBEAER EMAR
BETROLEREENIY °

RITERBZAERTEARANGE
BEETEMBETRETETORN
ZEANEAN2EABERZ T EHEAER
REETRNZ1% °

MEEXEELE-—TRLBERE B
EYERBERBRZE-—FERHA
HIEREARRAREERTRBERT
ZEAATHBREBREDITE  EH
R ARITE B BT ER DR
BOEGTHERITRNDEABBEET
BAD 1% @ % — R L AR E
BERRBRRAEe LM E MEFHE
EREBBATARZBERRE LR
BRE - ARAIBARMBRFTEENL
BEESSUEENSD  HTREW
BREUULEMAZESHESERH
RS B HE) BB IR U R ERE
EmRABENEME R -

REMER  JERTEMEERESR
M R R AR B % BT 8 1T (8 A R R
MTPARTHOROEEBEERATEE
BB BT AI30%

BMAATHHA-—ZTE——FMWA-+
NBzRAEN T ——Fh K&
B AQRRMAEREZRER (AR
A D) & H27,000,00017 & A% 4 (68 A%
) AITEEER3.512B TREARD
A& 1%0.000018 T L AL - BB AR AE
BR-ZFE——F+A=-+/\BHEB ' m
BRENTESA=ZS——-F+A=1
NBEZZE—NOF+/A=-++tH-
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The closing price of the Company's shares immediately before
28 April 2011, the date of grant, was HK$3.15 per share.

Pursuant to the monthly returns on equity issuer on
movements in securities submitted by the Company dated 4
February 2013 and 5 November 2014, 12,000,000 and
12,000,000 share options have been lapsed up to January
2013 and October 2014 respectively. Details of the movement
of the Share Options during the current and the previous years
and the outstanding number of share options balance as at 31
December 2014 are as follows:

Balance as at 1 January 2013

R B 25

Lapsed of share options

R-ZB—=F—HA—HZ&RK

ARBRPREE_FT——FMOA-+
J\B (%t B H#) A & W (B /& B X315
BT e

BEARRRRBBEAE-_ZE—=F_7
WARZZE—WF+—ARAZBRH %
TANBLFEIARE  HEZT—=
F—AM-_Z-—NFET+ADHNAE
12,000,00017 }.12,000,00017 &% A% # 2
KR BRINBEFE 28R EE
HBEARZE—NF+—A=+—H2Z
BTHARITEBERESRBNT

Number of
share options

BREHE

24,000,000
(12,000,000)

Balance as at 31 December 2013 and R-ZE—=F+=-A=+—8xK

1 January 2014
Lapsed of share options IR K K

Balance as at 31 December 2014

As further disclosed in the 2011 Interim Report, the total fair
values of the options determined at the date of grant using
the Binomial model were HK$28,701,000 (equivalent to
RMB23,868,000). The following assumptions were used to
calculate the fair value of share options:

Grant date share price Xt B AR B
Exercise price IEE
Expected volatility T8 B 18

Dividend yield 1% B =

Risk-free interest rate 2 3 B Fl) =

—E-NE-A-HZER

12,000,000
(12,000,000)

RZE-—NME+T_A=+—BZ#&HK —

BN —E——FHHREE—THE
REYAREA—BAEAETHE
% #E A & 42 58 428,701,0005% 7T (#8
SR ARE23,868,0007T) o AR JAA A
STEEREAFLENRRE:

28 April 2011
—_E——F
mMA=+NH

HK$3.15/8 7T
HK$3.512/8 7T
50%

0%

1.2%
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The Binomial model has been used to estimate the fair value
of the options. The variables and assumptions used in
computing the fair value of the Share Options are based on
the directors’ best estimate. Changes in variables and
assumptions may result in changes in the fair value of the
options.

As disclosed in the Company’'s monthly return dated 5
November 2014, 12,000,000 share options have been lapsed
and the Company transferred the balances of the share option
reserve of approximately RMB10,608,000 (2013:
RMB10,608,000) to accumulated loss in the statement of
changes in equity.

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate the
complete books and records of the Company for the previous
years including the Scheme, books and records relating to the
Share Options and the details of the fair value assessment
underlying the Share Options. Given the incomplete books and
records and the previous management of the Group did not
response to any request for information, it is impossible and
impracticable for the directors of the Company to ascertain
the balances for the previous years. No representation is
therefore made by the directors of the Company as to the
completeness, existence and accuracy of the share-based
payments transaction for the year ended 31 December 2013 as
of the date of approval of the financial statements.

“HEARA RGBT BEREZ QT
B-stEBEREAFERMACES
REZDEREFTZ KEMT - BER
B2AFEAEATREZE KRR
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= °
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A

23. FINANCIAL INSTRUMENTS

(a)

(b)

23. €@ T H

Categories of financial instruments (@) EMIAZSE
2014
—E-mF
RMB’000
ARE TR
Financial assets cREE
Loan and receivables (including Bank balances and cash) & % } J& U 3¢
(BRERITEHRRRS) 193
Financial liabilities o= =R
Amortised cost 55 A AR 21,625

Financial risk management objective and
policies

The Company’'s major financial instruments include
deposits paid, bank balances and cash and accrued
expenses and other payables. Details of these financial
instruments are disclosed in respective notes. The risks
associated with these financial instruments and the
policies on how to mitigate these are set out below. The
Company manages and monitors these exposures to
ensure appropriate measures are implemented on a
timely and effective manner.

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

Market risk
Foreign currency risk

The Company operates in Hong Kong. There is no
material foreign exchange risk noted for the Company as
the operations and customers of the Company are
located in Hong Kong with most of the assets and
transactions denominated and settled in Hong Kong
Dollars, which is the functional currency of the
Company.

(b) TREMREEEEREE

ARFNETESMITABEEN
B ROTEHRLRE MEHE
X ZEFemIANFBRER
MHEMER - BzEei TAM
2 E) 2 B % 4n ] B 4 L B B9 KSR
HENTX - ARREEMEEZ
FRBRAEREEEZIETE

A i
2 18 i

ADFB SR T AKENER S
HEERBH ARG X B
& o

]
SRS

ARARMNEBFBEE - ARA A HE
BR/BEAIERR  HRARE
MEBREPUREE - KD
BERRGUBTHEREE
METRARRNINERE -
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23. FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objective and
policies (Continued)

Liquidity risk management

The Company manages liquidity risk by regularly
monitoring current and expected liquidity requirements
and ensuring sufficient liquid cash and intended credit
lines of funding from major financial institutions to meet
the Company’s liquidity requirements in the short and
long term. The liquidity risk is under continuous
monitoring by management. The Company will raise or
refinance bank borrowings whenever necessary.

At the end of the reporting period, the Company did not
have significant exposure to liquidity risk.

The contractual maturities at the end of the reporting
period of the Company’s financial liabilities which are
required to be repaid on demand or within one year
amounted to RMB21,625,000.

23. SR T H(#&)

(b) RIEMEEBEERERE

(&
REBE LR EE

AREERRBESRARNT R
REMERRALERARDES
FR-BEEAIEZHRERE DG
RHURBESRERAEEESR
AR AR FEH K& BRE
BeF R -BEEEHBEEER

EeER - ARARENERTER
ERRTEEIRLETER
& o

RBEBMR  ARALBEAZTE
ARBDESRER -

ARABEHIHEABREHERD
tREEWREXRIN —FRNE
i8) R ANR®21,6250007T °
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23. FINANCIAL INSTRUMENTS (Continued)

(b)

(c)

23

. R TR (&)

Financial risk management objective and (b) 2RIEAREEAEREE
policies (Continued) (4
Liquidity risk management (Continued) REELEREEE(E)
The following tables detail the Company’s contractual TREFINEARTBNENTESHE
maturity for its non-derivative financial liabilities. The BERELHEEIER - ZFXRKBTD
tables have been drawn up based on the undiscounted BERARAFN KT ERBEAH
cash flows of the financial liabilities based on the earliest EZREENEMBENRITRE
dates on which the Company can be required to pay. TREREMK  BEFMNERAE
The tables include both interest and principal cash flows. THWHEME o
Weighted
average Total
effective On demand  Between contractual Total
interest or less than 1 and Over undiscounted carrying
rate 1 year 5 years 5 years cash flows amount
£ RERD —&Zz BB FFBEEH IRE
F = R—FR HF TE ReREBELE HiE
%  RMB'O00  RMB'O00  RMB'000 RMB'000  RMB'000
% ARBTT ARETT ARETT ARETT ARETT
At 31 December 2014 R-B-NF
+=A=+-~8
Non-derivative instruments FTETAR
Accrued expenses & 5T X = 3,325 = = 3,325 3,325
Amount due to a subsidiary FEAH BB A R 3R B = 810 = = 810 810
Amount due to a related party & {t B iE 5 5B — 3,363 — — 3,363 3,363
Other payables H fE < 5108 = 14,127 = = 14,127 14,127
21,625 = = 21,625 21,625
Fair value of financial instruments (0 €EMIAENALE

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities
recorded at amortised costs in the financial statements
approximate to their fair values.

ARREERR  NYBRKRREK
BHERAIENEREEN SR
BEMEEEREAFERS -
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The Company’s primary objectives when managing capital are
to safeguard the abilities of the entities in the Company to
continue as a going concern, so that it can continue to
provide returns for shareholder of the Company 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 directors of the Company actively and regularly review and
manage the Company’s capital structure to maximise the
returns to shareholder through the optimisation of the debt
afforded by a sound capital position, and make adjustments to
the capital structure in light of changes in economic
conditions. The Company’s overall strategy remains unchanged
from 2013.

Consistent with others in the industry, the Company monitors
its capital structure on the basis of the gearing ratio. At 31
December 2014, the Company’s gearing ratio was undefined
because the Company did not have any borrowings at the end
of each reporting period.

The employees of the Company in the PRC are members of a
state-managed retirement benefits plans operated by the PRC
Government. The Company is required to contribute a
specified percentage of its payroll costs to the retirement
benefits scheme to fund the benefits. The only obligation of
the Company with respect to the retirement benefits plans is
to make the specified contributions under the scheme.

The amounts of contributions made by the Company in
respect of the retirement benefit plans during the year ended
31 December 2014 are disclosed in note 6.

ARARERBRELANETZERRARELRA
AR TERE RS EEEEEEE
BEHEERERBKIEASER&KREE
B WEREEBEKARNGES  HLé
BRARRB L RE R - B R EHAM R
& o

AAREZREGRE BRI REREAAA
MEAZEE HHEBREARRIIUANR
EER - BREFRRERR - WEE
EERNABERNERE - AQAHE
BRBE T —FHEFITE -

—W¥Wﬂ” RABIRBEEREL

RERAEBARE R-T—0NFE+=
A=+—B ARAAERETEERAR
R ARARARNERENRLE
EfEE -

ARANFENEEASTERFL
%mﬂﬁﬁﬁﬂﬁﬁﬂﬁﬂﬁé°$
REANEFHFERATEA DL AR
@MUK URBNENES -
AARIBRKER G EEERE R

RIBEFTE BB B EMRK

%

BE_T-—NMF+-_A=t—HLF
B - AR R KE A 8l SR X &
BRI FE MY L6 o
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As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the previous years.
Given the incomplete books and records and the previous
management of the Group did not response to any request for
information, it is impossible and impracticable for the directors
of the Company to ascertain the balances for the previous
years. No representation is therefore made by the directors of
the Company as to the completeness, existence and accuracy
of the retirement benefit plans for the year ended 31
December 2013 as of the date of approval of the financial
statements.

(@) Balances with related parties

Save as disclosed in notes elsewhere to the financial
statements, the Company did not have any significant
material related party transactions during the year.

(b) Key management personnel emoluments

The remuneration for key management is disclosed in
note 7.

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate
and to get access to the complete books and records of
the Company and the De-consolidated Subsidiaries for
the previous years. Given the incomplete books and
records and the previous management of the Group did
not response to any request for information, it is
impossible and impracticable for the directors of the
Company to ascertain the balances for the previous
years. No representation is therefore made by the
directors of the Company as to the completeness,
existence and accuracy of the disclosure of related party
transactions for the year ended 31 December 2013 as of
the date of approval of the financial statements.

IS MR M 21 E - AR A
EEZAREKIREHNART RBUS &
BAEMNBRARANBEFE ZEER
MECE - BRERMELERNTE R
RZEEAR  ARAREFTHEZEZRER
FEHUBEREFE AR - Bt - ©
MEBRALERS - XRAEZH TR
HE_T—=F+-_A=+—HILFE
ZERBENAEREZE FERE
EREBH -

() BAE S &R

BRI AR ERES
Sh RRBRFALEBEMEKN
RENRS °
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TEEEABZHMNM E7H

==
& °

WA RN 2R E - K
REBEEARAEKIRERARR
MEBUHGEAANENBRARINBAE
FEZEEEMEGLE - ARER
i K2 50 8% 71 52 B LA B AN £ [ A 4T
& TR B P 4 o] JE (T B RO RE S
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—BALFEHAEIRGEER
DR GFENERERER -



2014 F 3R

For the year ended 31 December 2014 #{ % —F — W F+=H =+ —HIF FJ&

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the previous years.
Given the incomplete books and records and the previous
management of the Group did not response to any request for
information, it is impossible and impracticable for the directors
of the Company to ascertain the balances for the previous
years. No representation is therefore made by the directors of
the Company as to the completeness, existence and accuracy
of the disclosure of commitments for the year ended 31
December 2013 as of the date of approval of the financial
statements.

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the previous years.
Given the incomplete books and records and the previous
management of the Group did not response to any request for
information, it is impossible and impracticable for the directors
of the Company to ascertain the balances for the previous
years. No representation is therefore made by the directors of
the Company as to the completeness, existence and accuracy
of the disclosure of contingent liabilities for the year ended 31
December 2013 as of the date of approval of the financial
statements.

AT MR M 21 E - AR A
EEZARREKIIREHART MBUS &
BAEMNBRRANBEFE ZEER
& iC 8% om0 Bl B AT 8% S 52 B A
KNSR B A B B I & [ EE [ R
RMERNFER  ARBEFBEEZRER
FHAREBREFE & - Bt R
MIEHRALERS - KRAEZH T3
BE_T—=F1+-"A=1t—HLFE
CHERERERAOTE FENRERE
REH -

MG MR M 21 WE - AR A
EEAREKINREHNART RBUS &
EARMBARANEEFEZ ZER
it 2 52 8% o B fR MM MRS 8% 1 52 B A
KNSR B AT B B 3 & [ B AE A R
MEHRNBR ARAREFTEENER
FEUEERSEFE AR - Bt - ©
MBHRERAERD NABESH TR
BHE_T—=F+-_A=+—HLEE
ZHABBEREROTE FERE
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Save as disclosed elsewhere in the financial statements, the
Company had the following events after the end of the
reporting period:

Year 2015

@)

(b)

The 30 April 2015 announcement

Due to insufficient financial resources of the Company,
the Forensic Investigation has been temporarily halted.

While the Board will proceed with the legal remedies to
effect the change in the legal representatives of the PRC
Subsidiaries, the Board is not optimistic that it can be
done in a short period of time. In this regard, the Board
is exploring alternative approach to reflect the lack of
effective control on the PRC Subsidiaries.

The 19 May 2015 announcement

On 14 May 2015, the Stock Exchange issued a letter
informing the Company that in view of, among others,
the fact that: (a) all the Company’s businesses are
carried out by the PRC Subsidiaries of the Company; (b)
the Company has been facing difficulties in exercising
control over the PRC Subsidiaries; (c) the Company was
refused to access to their offices and factories and was
not provided with any information, books and records;
and (d) the request for changing the PRC Subsidiaries’
legal representatives was not entertained, the Company
has lost its control on the PRC Subsidiaries and the Stock
Exchange considers that the Company is unable to
maintain a sufficient level of operations or assets
required under rule 13.24 of the Listing Rules to support
a continued Listing. Accordingly, the Stock Exchange has
decided to place the Company in the first delisting stage
pursuant to Practice Note 17 of the Listing Rules.

The first delisting stage will expire on 13 November
2015. The Company is required to submit a viable
resumption proposal at least ten business days before the
expiry of the first delisting stage.
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Year 2015 (Continued)

(c)

(@)

The 1 June 2015 announcement

On 1 June 2015, the company secretary of the Company
was changed to Ms. Wong Po Ling, Pauline and the
address of principal place of business in Hong Kong was
changed to Room 2512, 25/F., Cosco Tower, 183
Queen’s Road Central, Hong Kong.

The 23 June 2015 announcement

On 4 May 2015, the New Controlling Shareholder
entered into a sale and purchase agreement with Global
Courage pursuant to which the New Controlling
Shareholder agreed to sell and Global Courage agreed to
purchase the sale shares, representing of approximately
60.39% of the entire share capital of the Company at a
consideration of approximately HK$61,019,000,
representing HK$0.1 per sale share.

Upon completion and as at the date of this joint
announcement, Global Courage and parties acting in
concert with it are interested in 610,193,622 Shares,
representing approximately 60.39% of the entire issued
share capital of the Company. Pursuant to Rule 26.1 of
the Takeovers Code, Global Courage is required to make
an unconditional mandatory general offer in cash for all
the issued shares other than those already owned by
Global Courage and parties acting in concert with it.

Head & Shoulders Securities Limited will, on behalf of
Global Courage, make the offer, which is unconditional
in all respects in compliance with the Takeovers Code, at
HK$0.10 per offer share, which is the same as the price
per sale share paid by Global Courage to the New
Controlling Shareholder under the sale and purchase
agreement. Veda Capital Limited, being the financial
adviser to Global Courage in respect of the offer, is
satisfied that sufficient financial resources are available to
Global Courage to satisfy full acceptances of the offer.

—E2-hF (&)

(c)

(d)

—E—AHFNA—HARE

R-ZZE—RAFRA—H  ARFZ
RAMEBRIER XL MAE
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29. EVENTS AFTER THE REPORTING PERIOD
(Continued)

30.

Year 2015 (Continued)

(@)

(e)

The 23 June 2015 announcement (Continued)

On the basis of the offer price of HK$0.10 per offer
share and 1,010,500,000 shares in issue as at the date
of this joint announcement, the entire issued share
capital of the Company is valued at approximately
HK$101.05 million. Excluding 610,193,622 sale shares
having been acquired by Global Courage pursuant to the
sale and purchase agreement, 400,306,378 Shares will
be subject to the offer. Assuming there is no change in
the issued share capital of the Company prior to the
making of the offer, the offer is valued at approximately
HK$40.03 million.

The 23 November 2015 announcement

On 19 November 2015, the Stock Exchange issued a
letter to the Company stating that: (i) the first delisting
stage has expired on 13 November 2015 but the
Company has not submitted any resumption proposal
before the deadline; and (ii) the Stock Exchange decided
to place the Company in the second delisting stage
under Practice Note 17 of the Listing Rules. The second
delisting stage will expire on 18 May 2016. The
Company should provide a viable resumption proposal at
least 10 business days before the second delisting stage
expires (i.e. 3 May 2016).

INFORMATION ABOUT THE STATEMENT OF
FINANCIAL POSITION OF THE COMPANY

The statement of financial position and the statement of
changes in equity of the Company are set out in page 47,
page 48 and page 49 respectively.
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As explained in note 2.1, the directors of the Company been
unable to locate and to get access to the complete books and
records of the Company and the De-consolidated Subsidiaries
for the current and the previous years and the previous
management of the Group did not response to any request for
information. The financial results, assets and liabilities of the
De-consolidated Subsidiaries have not been included in
financial statements of the Company and no consolidated
financial statements were prepared since 1 January 2011.
Details of the De-consolidated Subsidiaries are set out as

below:

Name

7B

Global Milk

Global Milk

Da Qing Dairy

R E F an B

Chang Qing Dairy

BEIX

Benniu Muye

BAERE

Place and date of

incorporation/establishment

S AR SRR ST 4 B Rz B

The Republic of Singapore
15 September 2006
sk HAE
—ETERFNAATEHB

The PRC

29 October 1997

B
—hAht&F+A=Z+ANA

The PRC

7 August 2008

il
—EENFNALH

The PRC

25 November 2010

il
—T-THF+—-A=-+HAH

Issued and fully paid
share capital/
registered capital
ERTRAERE
= i AR A

S$1

137 0 3% 7T

RMB638,000,000

A R #638,000,0007T

RMB10,000,000

A K #10,000,0007C

RMB5,000,000

A K #5,000,0007T

WM SRR 21K E - A QA
EEREHKIRERARE RBUHA
ABARNBRAAINENRBEFE 27T
BEREMERCHEARRNEEREEERRE
WELDEEMEHNER BUBHZES
AEMBRARZHBEE BERA
BEREFARRRAMBREREE T —
—F - BESEREAAVB®MK
BUOHE A ARMB AR Z 715850
T

Attributable

equity interest

held Principal activities

FREZEGKRE TEXK

100% Investment holding

REER

100% Manufacture marketing and sales

of dairy products
AERHE THEBERHEE

100% Manufacture marketing and sales

of dairy products
ABRHE WHEEREE

100% Dairy farming

AFEH
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RESULTS E§
Year ended 31 December
BEt+tZ-ZHA=1+t—HLEE
2014 2013 2012 2011 2010
—E-NE ZE-=F ZE—=ZF ZE2——F ZZ2—%F
RMB’'000 RMB’'000 RMB’'000 RMB’'000 RMB’'000
AMEETT ARBETFIT ARBTF T ARETT ARBTT
Revenue g %5 — — — — 921,886
(Loss)/profit before taxation [ AT (E#E),~
Y A (2,622) (3,445) (22,569) (1,606,997) 366,598
Income tax expenses 8 fif X — — — — (106,010)
(Loss)/profit for the year RARER AR
attributable to owners of  E R (EE),/
the Company i A (2,622) (3,445) (22,569) (1,606,997) 260,588
ASSETS AND LIABILITIES SEHGaE
At 31 December
R+=ZRA=+—H
2014 2013 2012 201 2010
—E-NF ZE2-—=F ZE—=—F ZE——F ZT—-FF
RMB’000 RMB’'000 RMB’'000 RMB’'000 RMB’'000

AEBTT ARBTRT ARBTIT ARETT ARETR

Total assets BEBTE 987

1,015 390 3 1,882,322

Total liabilities a5 (21,625)

(19,116)

(15,082) (5,225) (291,316)
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