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Five-Year Financial Summary

hEMBERE
2016 2015 2014 2013 2012
25 “T-nfF T-mF —T-=Ff _T-F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBT R AREFT AREFT ARBTT AREFT
(Restated)
(s&=351)
Revenue WA 24,319 33,559 46,684 101,669 156,577
Loss for the year FEBE (157,898) (143,309) (156,971) (206,105) (200,362)
EBIT SRAFE (158,294) (139,009) (146,015) (130,201) (171,501)
EBITDA BREREHEAFE (125,269) (82,718) (107,012) (113,054) (150,153)
Loss per share - basic (RMB) BREE-ER(ARE) (0.0366) (0.0409) (0.0103) (0.0821) (0.0817)
Loss per share - diluted (RMB) FREE-BE(ARYE) (0.0366) (0.0409) (0.0103) (0.0821) (0.0818)
Ordinary shares (shares) LEBRHA () 4,762,033,424 3,968,361,424 3,366,947,850 2,806,947,850 2,453,806,546
Bank and cash balances RITRREER
(including pledged bank deposits) (BEDEBRITEN) 100,545 95,515 93,119 317,157 483,364
Total assets BEE 248,061 292,751 538,553 1,091,573 1,439,221
Net asset value FEAER 137,487 221,356 271,031 268,398 370,470
Net asset value per share (RMB) FRBEEEARE) 0.03 0.06 0.08 0.10 0.15
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Corporate Profile
SBEN

Smartac Group China Holdings Limited (the “Company” or together with
its subsidiaries the “Group”), listed on the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) on 28 October 2002. In order to signify its
clear focus on developing its Online-to-Offline (*020”) solutions segment
and integrated digital marketing (“IDM”) solutions segment and leverage
on its strength and expertise in software development as an 020 solutions
provider and Wi-Fi network system operator, the Group completed the
disposal of its zirconium and petrochemicals business in China and
Indonesia during 2015.

In line with the Group’s development in mobile internet service as well as
the trend in the information technology industry for the big data market in
the PRC, the Group collaborated with Shenzhen Tencent Computer System
Company Limited, a subsidiary of Tencent Holdings Limited (stock code:
00700.HK) to develop a smart Wi-Fi railway internet network (“Smart Wi-Fi
Network”) in the PRC and integrate smart phone APP Weixin ({#1Z) enabling
users to access to the Smart Wi-Fi Network when travelling in the concerned
railway stations in the PRC. Besides, the Group together with Guangzhou
South Railway Station, have developed and launched smart robot, to
provide real-time services to the passengers with the Group’s business
intelligence and big data analysis technology.

On the other hand, the Group also provided 020 solutions and maintenance
services mainly to shopping malls and retail shops by managing
comprehensive social customer relationship management platforms
and providing big data management and operation services for effective
implementation of more targeted promotion and marketing activities to
improve business performance. The Group also entered a Wi-Fi network
installation and operation agreement with Tianjin China Resources Vanguard
Limited (“Tianjin CR Vanguard”) to provide different digital marketing
activities for Tianjin CR Vanguard.

The Group, through its wholly owned subsidiaries, engaged in various
Wi-Fi network installations and operations in railway stations in the PRC,
major business areas in Shanghai and a nationwide supermarket brand in
Tianjin. The Group provided installation, post-installation maintenance and
operation service of wireless network systems in approximately 150 railway
stations in the PRC. Besides, the Group worked with its associate, Shanghai
Zewei Information Technology Company Limited (“Zewei”) and China
Telecommunications Corporation (“China Telecom”) for the development of
pop-up advertisements and APP operation for users in major business areas
in Shanghai.

In the future, the Group will continue to advance towards the target of
becoming the leader in provision of integrated solutions and platform in
the 020 and IDM businesses. Besides, the Group will actively seek for
opportunities and strategic partners to expand the business through various
forms, not limited to technological cooperation and business joint ventures.

Smartac Group China Holdings Limited

FEEEEBEIERAER AR ([ARDT | ohE R EH
EBReGE [ AEE )R -_ZZ-_F+A=-+N\A8
REBHBERGMBRAB([ERA)) LT B
FAESHTEREREFELET([020)) AR
PHRGAEETHER(GREEFTHEDBASER
DE - LARERHEER MO0 A REER
RWIi-FifE R B e aEE R T mnES R
ERE O AEER -_T-RAEERHEHMCRTER
K ENFR R S50 B2 i K A dn AR E R 3575 o

BNEAREBMEY S OBBIRENERALFTER
AEETHSTEMRRTENERBY A58
R TEAAERESGEAR QA (BRERA
[RRE (MRS - 00700.HK) WK BRAE) &
Y5 BRI RS AEWi-Filll s BB 44848 ([ 56e
Wi-Fif#& ) - WEESEEFEMEAPPLAERA
g £8P B AR RA N B Uk B BE 209 A BEW-Fidd
Moo bhh AEEEEMNEHBEFHEREHS
BEEEA  BPASENEESERRBES M
BT Mk E R RS o

SZ—HE AEETEREREEEMNHRERE
BYaRRHEABBEERZERY  TEARB
5 R TEERHRHEO208RT = MM ERY - U
BEXEREAFUENETERZHES W
RAXBRR - AKETEXRERERLEE
MARQE([REFERER]) AT I WI-Filg s s
MEEAR  ARREEHEFRREHTIANEFH
EEE -

AEEFREXEWBRARNREPRANEL - £
BEZABEERZ-—(EAXEMHBETMENHEE
Wi-Fif 8 s R & & - AEBMRFE L1501 X
BURHBEGERERLTE  TREHEREE
RS o bEoh - AEEHREBE AR DFEREE
BitERAR(EE D RTPREEEE(FEE
FEDEE ELEFZEKanAPREE LR
B MAPPEU 48 o

RE - RAEBBEREDERRBO0RGFEEFE
EEXBHNELGERATERATSHERNE R
BE - BE  ARERBAESBREAREERSHRE
FHEWEN  BRETRRRMAEEERS
B LARRET -

PESREEEERERAR



Chairman’s Statement
FERE

Yang Xin Min B# R
Chairman &

Dear Valued Shareholders

On behalf of the Board of Directors (the “Board”) of the Company, | herein
present the annual results of the Group for the financial year ended 31
December 2016 (“FY2016").

Through big data and cloud computing technologies, the Group conducted
a comprehensive analysis and offered a more precise 020 marketing
programme, thereby enabling more targeted sales volume improvement of
merchants and better consumption experience for consumers. The Group
also continued to develop and operate smart services of different scenes,
with Wi-Fi network as entry and social customer relationship management
platforms as foundation, driving mutual linkage and interactions between
scenes, people and merchandise or services.

In FY2016, the Group provided merchants and brands with new media
channels which reached consumers to boost spending as well as enhance
the commercial value for their customers and businesses through 020
solutions. Moreover, during the year, the Group completed the installation
of Wi-Fi network in 60 designated stores of Tianjin CR Vanguard. During
the operation period, the Group will have the exclusive right in operating
network, marketing and promotional activities in the stores, providing
fast and safe internet service to customers of the stores, providing data
analysis service to Tianjin CR Vanguard as well as gradually offering
diversified 020 smart interactive services. The abovementioned services
will be put into operation in 2017, which will integrate complementarily
with the Group’s competitive edge in 020 smart retail solutions, big data
and cloud computing, forming a key part of the “new retail” cycle. The
Group also established and operated Wi-Fi network systems in various
scenes, including approximately 150 railway stations in the PRC and
popular business areas in Shanghai (in which we cooperated with Zewei
and China Telecom to officially operate free Wi-Fi network). However,
due to high operating costs and low revenue generated, the Group may
decide to suspend the Wi-Fi operations for railways under Beijing Railway
Administration and Lanzhou Railway Administration from FY2017. For the
Wi-Fi operations for railway operated under Guangzhou Railway (Group)
Corporation, the related operation agreement will be expiring in the mid of
FY2017. The Group is still considering and negotiating for the renewal of the
operation agreement with more favourable terms.
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Chairman’s Statement
FEHRE

Mobile payment will be the mainstream of payment market in the future.
Haihai Travel Cloud Limited, a subsidiary of the Company, became an
authorised institutional service provider in Hong Kong during the year. It
commenced the business in relation to providing services to Hong Kong
retail and catering industries including the application and technological
docking for WeChat payment service and application for WeChat public
accounts so as to save merchants’ transaction time and offer convenient
consuming experience to consumers.

As for O20 solutions, the Group mainly developed customer relationship
management system’s application for its retail customers such as shopping
malls and chain stores during the year, with an aim to enhance consumers’
interactive experience and nurture consumer’s regular information browsing
habits and thus attract traffic into the offline channels. By enabling
consumers to fully enjoy the efficiency, diversity and convenience from their
consumption experience, consumer loyalty has been cultivated whereas
spending power has been enhanced. According to the offline spending
records and media browsing history of consumers and members, it can
facilitate precise information transmission and hence once again promote
offline sales to consumers.

The Group started to conduct research and development on smart robots
since 2015. We launched together with Guangzhou South Railway Station
the first smart robot in the railway station of the PRC. The robot was put
into service at Guangzhou South Railway Station in February 2016, offering
real-time and personalised services, including navigation, enquiries on
ticketing, shopping and dining etc. to passengers. Riding on the national
policy to actively promote the “Internet plus” Artificial Intelligence by the PRC
government, the Group plans to combine its self-owned artificial intelligence,
big data and cloud computing technologies, thereby providing integrated
smart products, developing and operating smart scenes and building smart
cities. The Group will put more efforts into the research and development
of smart robots as well as their connections with smart retail system, with
an aim to apply such technologies in large scenes with high customer traffic
such as major transportation hubs, shopping malls, department stores,
hotels, conferences, exhibitions and fast food restaurants.

During the year, the Group has entered into a strategic partnership
agreement with the second largest telecommunication operator in Macau
and plans to collect interactive data and customer feedback from online
social media via cloud platform. By integrating various types of information
such as offline Wi-Fi network, location data and transaction record, the
Group aims to build a fundamental big data platform for developing a smart
city for Macau and conduct elementary information analysis and processing.
As a result, the Group can provide consumers with convenient and efficient
shopping, discounts and payment service which cater for the characteristics
of Macau as a tourist city.

Last but not least, on behalf of the Board, | would like to take this
opportunity to express its sincere gratitude to our shareholders, customers,
suppliers, business partners and all the staff for their long term support and
confidence in the Group!

Yours Faithfully

Yang Xin Min
Chairman

31 March 2017

Smartac Group China Holdings Limited
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Management Discussion and Analysis

BEE W R DA

BUSINESS REVIEW
IDM solutions segment

During FY2016, through working with Zewei and China Telecom, the
Group continued to provide free Wi-Fi access to users in major business
areas in Shanghai and operate the Wi-Fi network by providing pop-up
digital advertisements on its own Shanghai Wi-Fi portal page and posting
promotion articles for customers through its own Shanghai Wi-Fi WeChat
public account. The Group also continued to provide Wi-Fi networks
facilities installation, post-installation maintenance and operations of the
Wi-Fi network in the railway stations operated by Guangzhou Railway
(Group) Corporation, Beijing Railway Administration and Lanzhou Railway
Administration during the year. As at 31 December 2016, the Group has
established Wi-Fi network in around 150 railway stations in the PRC. The
Group provided free Wi-Fi access to users and operated the Wi-Fi network
by providing pop-up digital advertisements on its own railway Wi-Fi portal
page in railway stations and posting promotion articles for customers
through its own railway Wi-Fi WeChat public account. However, due to high
operating costs and low revenue generated, the Group may discontinue the
operation of the Wi-Fi network operated by Beijing Railway Administration
and Lanzhou Railway Administration from FY2017. For the Wi-Fi network
operation under Guangzhou Railway (Group) Corporation, the related
operation agreement will be expiring in the mid of FY2017. The Group is still
considering and negotiating for the renewal of the operation agreement with
more favourable terms up to the date of this annual report.

Besides, the Group established the Wi-Fi network in the designated stores
of Tianjin China Resources Vanguard Limited (“Tianjin CR Vanguard”). CR
Vanguard is a nationwide supermarket brand operated by China Resources
(Holdings) Limited with not less than 4,000 supermarkets/outlets in 31
provinces/cities in China. Tianjin CR Vanguard is the operating vehicle for
CR Vanguard in Northern China. As at 31 December 2016, the Company
has completed Wi-Fi network installation in 60 stores for Tianjin CR
Vanguard and the operation will start to contribute revenue for the Group
in the coming year. During the operation period, the Group will have the
exclusive right in operating the Wi-Fi network and marketing activities in the
stores, providing fast and safe internet service to customers in the stores,
providing data analysis service such as stores’ traffic analysis, customers’
behavior analysis and consumption pattern analysis to Tianjin CR Vanguard
as well as gradually offering diversified O20 smart interactive services such
as delivering e-coupon, targeted promotion and product enquiry functions
to customers.
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Management Discussion and Analysis

EEEFWR DN

The Group has entered into a strategic cooperation agreement with Ctrip
Financial Services (Hong Kong) Limited (“Ctrip”) in relation to the business
cooperation of “cross-border tourists shopping” in May 2016. During the
year, the initial area of cooperation under the strategic cooperation was the
provision of promotion services to Ctrip in shopping malls and retail shops in
Korea and Japan. The Group would further negotiate with Ctrip to sign any
supplementary agreement under the strategic cooperation agreement.

The Group started to develop the Wechat payment business in Hong Kong
in the year to provide services for retail and catering businesses in the
application and technological docking for WeChat payment service and
application for WeChat public accounts. Merchants using WeChat payment
service can save transaction time and offer convenient experience to
consumers. The WeChat payment business is still in the startup stage in the
year and will expect to strengthen the growth in the coming years.

020 solutions segment

During the year, the Group delivered O20 services to various clients such
as shopping malls, retail shops and exhibition centres by providing social
customer relationship management platforms, big data management
and maintenance service for effective implementation of more targeted
promotion and marketing activities to improve business performance.
The services made these clients to interact with their customers through
different channels such as i-Beacon, WeChat public accounts and Kiosk.
The Group enabled their customers to receive coupons, rewards, discounts
and messages through different ways such as using the “WeChat Shake”
function in WeChat, through Wi-Fi interactive games using Kiosk and
through WeChat public account. The Group also helped the clients to
analyse customers’ consumption habits from the data captured in the social
customer relationship management platforms so as to help its clients to
design more effective marketing strategy to attract customers in order to
drive sales. Besides, the Group also provided maintenance services for the
voice recording system, call center system and social customer relationship
management platforms in the year.

The Group has been developing smart robots during the year. In FY2016,
by working together with Guangzhou South Railway Station, the Group
have developed and launched the first smart robot providing services such
as passengers’ enquiry services and local tourist information in Guangzhou
South Railway Station. The Group has also begun to sell smart robots and
provided post-maintenance service of the smart robots to customers. The
Group will keep rolling updates of smart robots until it is ready for mass
production and plan to introduce smart robots into transportation hubs,
shopping malls, hotels and exhibition centers in the coming years.

Smartac Group China Holdings Limited
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Management Discussion and Analysis

BEE W R DA

PRINCIPAL RISKS AND UNCERTAINTIES

The Directors are aware that the Group is exposed to various risks, including
some which are specific to the Group or the industries in which the Group
operates as well as others that are common to most businesses. The
Group’s major risks are summarised below.

Financial risk

The Group’s activities expose it to a variety of financial risks including foreign
currency risk, credit risk, liquidity risk and interest rate risk. The Group’s
overall risk management procedures covers the unpredictability of financial
markets and seeks to minimise potential adverse effects on the Group’s
financial performance. Details about the Group’s financial risk management
are set out in note 6 to the consolidated financial statements.

Manpower and retention risk

The Group may face the risk of not being able to attract and retain key
personnel and talents with appropriate and required skills, experience and
competence which would meet the business objectives of the Group. The
Group will provide attractive remuneration package to suitable candidates
and personnel, propose incentives to retain talents and optimize internal
training and promotion mechanism.

Risk of rapid technological change

The 020 industry is in the stage of transformation and upgrading. If the
Group fails to promptly react to the change in technologies to satisfy
customers’ demands, it might result in an adverse impact on the financial
status and operating results of the Group. The Group, therefore, strives
to response swiftly to the market to provide more comprehensive product
solutions and services to customers.

Risk of change in economy, politics and government policies

Most assets of the Group were located in the PRC and approximately
83% of the income was from the business in the PRC in 2016. Therefore,
the operating results, financial status and prospects of the Group are
influenced by the changes in economy, politics and government policies
in the PRC. Hence, the Company will reinforce the communications with
business partners, enhance the innovation on technology, strengthen the
aftersales maintenance market, consolidate and ensure stable and healthy
development of the PRC market.
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Risk of data loss or operation interruption

The Group is dependent on information technology systems and networks.
Any material disruption or slowdown of the information technology systems
could cause loss of the intellectual property rights of customers, suppliers
and the Group. Therefore, the Group established internal policy on source
code management, data security, regular system checks and data backup
to safeguard data security and integrity.

FINANCIAL REVIEW
Revenue

The Group recorded a decrease in revenue by RMB9,240,000 from
RMB33,559,000 in FY2015 to RMB24,319,000 in FY2016. Revenue
represented (i) sales of software, IT system and services of RMB3,851,000
(2015: RMB13,645,000); (ii) consultation and maintenance service income
of RMB16,939,000 (2015: RMB18,216,000); (iii) provision of digital
advertising platform and related solutions services of RMB3,529,000 (2015:
RMB1,698,000). The drop of revenue mainly attributed to the decrease in
sales of software, IT system and services which was due to the full year
effect of decrease by a subsidiary disposed in FY2015 and the further
diminishment of system integration business in FY2016.

Hardware, telecom and direct operation costs

Hardware, telecom and direct operation costs consisted of hardware cost,
software cost, installation cost, telecom operation cost, advertising and
promotion cost and other direct costs incurred for O20 solutions segment
and IDM solutions segment. The balance decreased by RMB7,031,000 from
RMB21,689,000 in FY2015 to RMB14,658,000 in FY2016 mainly due to the
decrease in hardware cost incurred for the system integration business in
FY2016.

Employee benefits expenses

Employee benefits expenses increased by RMB2,519,000 from
RMB32,072,000 in FY2015 to RMB34,591,000 in FY2016 mainly due to
the net effect of (i) the full year effect recognised in FY2016 for staff costs
in the subsidiaries in Korea and Japan which were incorporated in late
2015 and early 2016 respectively; (ii) increase in number of staff involved in
information technology services in big data management; (iii) less staff costs
capitalised in internally generated software upon completion of research and
development; and (iv) decrease in staff costs in system integration business
in FY2016.
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Other operating expenses

Other operating expenses mainly represented auditor’s remuneration, legal
and professional fee, business development costs, office rental expenses,
travelling expenses and other office expenses. The amount was relatively
stable with slight increase by RMB604,000 from RMB25,568,000 in FY2015
to RMB26,172,000 in FY2016.

Depreciation

Depreciation expenses decreased by RMB8,786,000 from RMB11,917,000
in FY2015 to RMB3,131,000 in FY2016 mainly because property, plant and
equipment of IDM solutions segment impaired and the additions decreased
significantly in FY2016 upon the completion of Wi-Fi network installation in
railway stations.

Amortisation of intangible assets

Amortisation of intangible assets increased by RMB3,555,000 from
RMB5,472,000 in FY2015 to RMB9,027,000 in FY2016 mainly attributable
to the additions of new internally generated software in O20 solutions
segment during the year.

Amortisation of long-term prepayments

Amortisation of long-term prepayments decreased by RMB12,778,000 from
RMB33,589,000 in FY2015 to RMB20,811,000 mainly because significant
portion of the long term prepayment in the IDM solutions segment has been
impaired and thus less amortisation was made in FY2016.

Impairment loss on available-for-sale financial assets

Impairment loss on available-for-sale financial assets of RMB1,600,000
represented full impairment has been made to the investment cost in the
unlisted equity securities in two private companies established in the PRC
which do not have quoted market prices and an active market to assess
their fair values.

Impairment loss on non-current assets

Impairment loss on non-current assets of RMB6,529,000 represented
total impairment loss recognised to property, plant and equipment and
construction in progress of the IDM solutions segment in FY2016 since
recoverable amount of the cash-generating unit (“CGU”) of the assets
belonged was below the carrying amount of the CGU due to low revenue
generated from the segment.
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Impairment loss on goodwill

Impairment loss on goodwill of RMB26,052,000 was recognised in FY2016
since the recoverable amount of the CGU of the assets belonged to software
development within the 020 solutions segment was below the carrying
amount of the CGU.

Provision for onerous contracts

Provision for onerous contracts of RMB50,575,000 represented the
commitment for the long-term prepayments regarding the operation of
wireless network at railway stations in the IDM solutions segment for the
forthcoming years. Due to unsatisfactory results from operations for both
years 2016 and 2015 arising from huge operating cost incurred and low
revenue generated, the management may decide to suspend the Wi-Fi
operations for two particular railways in order to reduce the losses, hence
a provision for onerous contracts of approximately RMB50,575,000 was
recognised as at 31 December 2016.

OUTLOOK

Riding on the promotion of national policy of “Internet plus” Artificial
Intelligence, the Group continues to leverage its advantages of technological
integration and consolidation over years to integrate its artificial intelligence,
big data and cloud computing technologies, thereby providing integrated
smart products, developing and operating smart scenes and building smart
cities.

Regarding artificial intelligence, the Group has completed research and
development and launched the first smart robot during the year. The Group
intends to put more efforts into research and development of smart robots
for applications in large scenes with high traffic such as major transportation
hubs, shopping malls, department stores, hotels, exhibitions and fast food
restaurants, in order to reduce labour costs, collect users’ information, draw
tourists’ attention, enhance service experience, provide front-desk services
and hotel delivery services and attract membership.

Regarding the development of smart scenes, the Group plans to develop an
020 convention and exhibition (“C&E”) platform for a C&E center facilitating
visitors to easily locate preferred traders and products in the C&E center. We
also plan to integrate the smart C&E center with various tourism resources
so as to develop a “C&E driven tourism” market. Upon completion of the
project, we plan to replicate this success in various large C&E centers.

Regarding the construction of smart city, the Group plans to build a tourism-
based smart city for Macau and develop a basic big data platform for the
smart city by building a cloud Wi-Fi network. Citizens will thus be able to
enjoy more efficient, convenient and safe life experience.

Smartac Group China Holdings Limited
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Acting in concert with Suzhou Government in promoting resources and
policies on artificial intelligence and big data industry, the Group is studying
the feasibility of redeveloping its office building in Suzhou Industrial Park
into the first innovation and entrepreneurship center featuring artificial
intelligence, big data and cloud computing. The office building will be
reshaped from a simple leasing model to an incubator model to attract
more start-up companies to move in. Taking this opportunity, we may
reach more outstanding teams and companies which could interact and
integrate with the Group. The Group will continue to actively explore
strategic opportunities to expand its business through various means such
as technological cooperation, joint ventures and merger and acquisition.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group committed to implement various ways to encourage in
compliance with environmental legislation and promote awareness towards
environmental protection to the employees. It implements green office
practices such as setting default double-sided printing, promoting to reuse
single-side printed papers, encouraging staff to maintain electronic records
in order to reduce paper consumption, reducing energy consumption by
switching off idle lightings and electrical appliances and setting optimal
temperature on the air conditioning. The Group will ongoing review its
environmental practices and consider implementing further measures in its
operation.

For details, please refer to the section headed “Environmental, Social and
Governance Report” on page 32 of this annual report.

COMPLIANCE WITH RELEVANT LAWS AND REGULATIONS

The Group’s business is mainly operated by its subsidiaries in Hong Kong,
the PRC, British Virgin Islands, Macau, Korea and Japan and the Company
was incorporated in the Cayman Islands and is a listed company on the
Main Board of the Stock Exchange. The Group accordingly shall comply
with relevant laws and regulations in the operating regions. During the year
ended 31 December 2016 and up to the date of this annual report, as far as
the Company is aware, there was no material breach of or noncompliance
with applicable laws and regulations by the Group that has a significant
impact on the business and operations of the Group. The Group will seek
for professional legal opinions from legal advisors when necessary to
ensure that the Group’s transactions and business are in conformity with all
applicable laws and regulations.
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KEY RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS AND
SUPPLIERS

The Group recognises that employees are the valuable assets and regards
the personal development of its employees as highly important. The Group
wants to continue to be an attractive employer for committed employees.
During the year, there was no dispute on salary payments and all accrued
remunerations, in all kinds, were settled on or before their respective due
dates, as stipulated under individual employee’s employment contract. The
Group also ensures that all the employees are reasonably remunerated
by regular review and the policies on salary increment, promotion, bonus,
allowances and all other related benefits are updated from time to time.
Being people-oriented, the Group is committed to provide a safe and
healthy workplace for its employees and encourage them to have a work-life
balance. For details of employment and labour practices, please refer to the
section headed “Environmental, Social and Governance Report” on pages
33 to 34 of this annual report.

The Group appreciates the importance of maintaining good relationship
with customers and suppliers to meet its immediate and long-term business
goals. The Group values the feedback from customers through regular
communication to provide customers with enhanced services and address
their concerns in a timely manner. For suppliers, the Group assures their
performance for the quality of delivered products.

During the financial year ended 31 December 2016, there is no
circumstance of any event between the Group and its employees,
customers and suppliers which will have a significant impact on the Group’s
business and on which the Group’s success depends.

CAPITAL EXPENDITURES

The capital expenditures for the year ended 31 December 2016 and 2015
were approximately RMB18,550,000 and RMB32,490,000, respectively.
The capital expenditures for 2016 and 2015 represented self-developed
software, construction in progress and additions of property, plant and
equipment for O20 solutions segment and IDM solutions segment.
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LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2016, the Group’s bank and cash balances were
approximately RMB99,953,000 (2015: approximately RMB95,515,000).
The Company had completed the placing of 793,672,000 ordinary shares
on 15 December 2016 which generated a net proceed of approximately
RMB72,193,000 (equivalent to approximately HK$80,750,000), which
was mainly used as general working capital for existing business and for
investment of new business in the upstream and downstream of the Group’s
principal business if opportunities arise.

As at 31 December 2016, the Group has bank loans of RMB15,000,000
(2015: approximately RMB17,368,000). All bank loans were denominated
in Renminbi and repayable within one year. Bank loans of RMB3,000,000
and RMB12,000,000 were arranged at fixed interest rates and floating
interest rates respectively. The bank loans were secured by charge over the
land, building, investment properties and personal guarantee provided by a
director of the Company.

The Group monitors capital on the basis of the net debt-to-adjusted capital
ratio. This ratio is calculated as net debt divided by adjusted capital. Net
debt is calculated as total debts less cash and cash equivalents. Adjusted
capital comprises all components of equity attributable to the owners of the
Company. As at 31 December 2016, the net debt-to-adjusted capital ratio
was 2.52% (2015: not applicable since the cash and cash equivalents was
over total debts). It is the Group’s strategy to keep the net debt-to-adjusted
capital ratio as low as feasible.

SIGNIFICANT INVESTMENTS, ACQUISITIONS AND DISPOSALS

On 18 November 2016, the Company through its non-wholly owned
subsidiary, completed the disposal of 52% of equity interest in Advanced
Voice Technologies Asia Limited, which principally engaged in trading
of voice mail telephone system and provision of maintenance services,
for a cash consideration of HK$340,000 (equivalent to approximately
RMB304,000).

Saved for the above, the Group did not have any other significant
investments, material acquisitions and disposals during the year.
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SHARE CAPITAL STRUCTURE

During the two years ended 31 December 2015 and 2016, no options were
granted or exercised. In current year, a total of 3,800,000 share options
were lapsed.

On 15 December 2016, the Company issued 793,672,000 ordinary shares
of HK$0.05 each at placing price of HK$0.1033 per share pursuant to the
placing agreement dated 30 November 2016 to not less than six placees.
The net proceed was approximately RMB72,193,000 (equivalent to
approximately HK$80,750,000). The aggregate nominal value of the placing
shares was approximately RMB35,478,000 (equivalent to approximately
HK$39,684,000) and the net price to the Company per placing share was
HK$0.102. The market price per placing share as at 30 November 2016,
being the date on which the terms of the issue were fixed, was HK$0.129.
The reason of making the issue was to provide a good opportunity to raise
additional funds to strengthen the financial position of the Company so as to
facilitate its future development. The use of the proceeds was mainly used
as general working capital for existing business and for investment of new
business in the upstream and downstream of the Group’s principal business
if opportunities arise.

As at 31 December 2016, the total issued share capital of the Company
was approximately RMB214,067,000 (approximately equivalent to
HK$238,101,000) divided into 4,762,033,424 ordinary shares with a par
value of HK$0.05 each.

FOREIGN EXCHANGE EXPOSURE

Major subsidiaries of the Group operate in the PRC and most of the
transactions are denominated in RMB. As certain of the Group’s monetary
assets and liabilities are denominated in HK$, US$, KRW and JPY, any
significant exchange rate fluctuations of HK$, US$, KRW and JPY against
RMB may have financial impacts to the Group. Currently, the Group does
not use any derivative financial instruments. Nevertheless, the Group will
review the risk from time to time and take response measures if necessary.
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CONTINGENT LIABILITIES

As at 31 December 2016, the Group had no material contingent liabilities
(2015: nil).

PLEDGED ASSETS

As at 31 December 2016, the following assets of the Group were pledged as
securities, among others, for the banking facilities granted by its bankers:

()  Charge over the building with carrying amount of approximately
RMB6,042,000 (31 December 2015: approximately RMB6,447,000);

(i) Charge over the prepaid land lease payments with carrying amount
of approximately RMB2,174,000 (31 December 2015: approximately
RMB2,230,000);

(i) Charge over the investment properties with fair value of approximately
RMB54,000,000 (31 December 2015: approximately RMB50,300,000);
and

(iv) Personal guarantee provided by a director of the Company.
HUMAN RESOURCES

As at 31 December 2016, the Group had a total of approximately 175
employees (As at 31 December 2015: approximately 215 employees).
Employee benefits expenses (including directors’ emoluments) for
the year were approximately RMB45,462,000 (2015: approximately
RMB46,034,000). Employees were remunerated based on their
performance, experience and prevailing industry practice. Bonuses and
rewards might also be awarded based on individual staff performance and
in accordance with the Group’s overall remuneration policies. The Group’s
management reviewed the remuneration policies and packages on a regular
basis. The Remuneration Committee of the Company’s Board is responsible
for overseeing and reviewing the remuneration packages of the Directors
and senior management.
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Profile of Directors and Senior Management

EERSREEAEEN

EXECUTIVE DIRECTORS

Mr. Yang Xin Min, aged 67, senior economist, is the founding Chairman,
Chief Executive Officer and substantial shareholder of the Company. Mr.
Yang graduated from the Beijing Economics Correspondence College. Since
August 1977, Mr. Yang has been the General Manager of all predecessor
entities of the Group. Mr. Yang has over 30 years’ experience in the
research, production management and international market development
of zirconium chemicals. Mr. Yang is responsible for the formulation of the
Group’s overall business strategies and overseeing the daily operations of
the Group. Mr. Yang is the father of Mr. Yang Zhen who is the Executive
Director of the Company.

Mr. Yang Zhen, aged 40, is currently the president of the Hong Kong
Association of Yixing and the vice president of Yixing Young Entrepreneurs
Association. Mr. Yang graduated from Nanjing University with a bachelor
degree in international trade and obtained EMBA degree at the Cheung
Kong Graduate School of Business. Mr. Yang had served as a director
of Century Dragon Investment Limited (an indirect wholly owned
subsidiary of the Company until 18 December 2015) from 9 August 2000
until 18 December 2015. Mr. Yang is also appointed as the Business
Development Director of the Company since 1 September 2014. He is
responsible for the promotion of wireless network, 020 systems and
solutions for the wireless system installation and software development. Mr.
Yang is the son of Mr. Yang Xin Min who is the Chairman, Chief Executive
Officer and substantial shareholder of the Company.

Mr. Kwan Che Hang Jason, aged 49, was appointed as an Executive
Director of the Company in December 2013. Mr. Kwan was the founder and
Chief Executive Officer of Smartac Group. He graduated in 1991 from the
University of British Columbia, Canada with a Bachelor of Commerce degree
and in 2010 from the EMBA program of Cheung Kong Graduate School of
Business. During the period of his university studies, Mr. Kwan was the first
Chinese Marketing Executive working for the Vancouver Board of Trade, as
well as a part-time writer for the financial section of a local magazine. After
graduation, Mr. Kwan joined the Jardines Group and was assigned to work
in the IT division of the Jardines Group. In 1995, Mr. Kwan was assigned as
the Regional Manager in Vietnam, and a year later he was assigned to work
in the Shanghai subsidiary. In 1998, Mr. Kwan was promoted as the General
Manager of Eastern China region where he worked until 1999.

In 2000, Mr. Kwan founded the Smartac Group and had opened 9 branch
offices in China focusing on IT system integration business. In 2002,
Mr. Kwan was a member of the Executive Committee and the Chairman
of the IT Committee of the Hong Kong Chamber of Commerce (Shanghai).
In 2007, the Suzhou subsidiary of Smartac Group was selected as one of
the key developing enterprises in the Suzhou Industrial Park (“SIP”) and
had been granted the right to construct an office block in the SIP which is
now used as the PRC headquarter of Smartac Group. Mr. Kwan is highly
experienced in providing services in mobile internet technology, 020
solutions and retail big data service operation.

Smartac Group China Holdings Limited
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Profile of Directors and Senior Management
EERSREBASDN

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Cheng Faat Ting Gary, aged 49, was appointed as an Independent
Non-Executive Director of the Company in November 2001. He is
the Chairman of the Audit Committee, Remuneration Committee and
Nomination Committee of the Company. In 2011, Dr. Cheng graduated
with a Doctor of Business Administration from the City University of Hong
Kong with research area in “Independent Non-Executive Director (“INED”)
and Corporate Governance”. He is one of few practicing CPA in Hong
Kong with DBA degree of research area concentrated in INED study.
Dr. Cheng is a Fellow Certified Public Accountant in both Hong Kong and
the United States of America (“USA”) and a Certified Tax Advisor of the
Taxation Institute of Hong Kong. Dr. Cheng received his Bachelor’'s degree
in Accounting (Honours) and Master’s degree of Business Administration
from Southern lllinois University, USA, in 1992 and 1994 respectively.
Dr. Cheng had worked at the audit division of the international accounting
firm, PricewaterhouseCoopers, and has over 24 years of experience in
financial reporting, business advisory, auditing, accounting, tax investigation
and liquidation. Dr. Cheng is currently the Managing Director of Gary Cheng
CPA Limited. For public services, Dr. Cheng currently serves as Chairman of
CityU Eminence Society, President of Hong Kong Metropolitan Lions Club
and committee member of Social Welfare Advisory Committee of HKSAR.

Mr. Poon Lai Yin, Michael, aged 45, was appointed as an Independent
Non-Executive Director of the Company in January 2010. Mr. Poon had
acted as the Chief Financial Officer in two companies listed on the Growth
Enterprise Market of the Stock Exchange since 2002, and was mainly
responsible for the overall financial management, internal control function
and accounting function. Mr. Poon has over 15 years of experience in
financial reporting, business advisory, auditing, taxation, accounting,
merger and acquisition. Mr. Poon is a fellow member of Hong Kong
Institute of Certified Public Accountants, a member of CPA Australia and a
practicing member of Asset Management Association of China. He holds a
Bachelor’s degree in Administrative Studies with York University in Canada
and a Master’s degree in Practicing Accounting with Monash University
in Australia. Mr. Poon had been working for an international accounting
firm and was responsible for providing business advisory and assurance
services for some listed clients. Mr. Poon is currently an Independent Non-
Executive Director of China Uptown Group Company Limited (stock code:
2330) since November 2006 and the alternate to Mr. Amir Gal-Or, a Non-
Executive Director of Vincent Medical Holdings Limited (stock code: 1612)
since July 2016. Mr. Poon is also the Chief Executive Officer and the
Company Secretary of Anxin-China Holdings Limited (stock code: 1149)
since February 2017. Mr. Poon was the Independent Non-Executive Director
of Sun International Resources Limited (stock code: 8029) during the period
from September 2008 to August 2011. Mr. Poon was the Executive Director
and Non-Executive Director of Celebrate International Holdings Limited
(previously known as Hong Kong Life Group Holdings Limited, stock code:
8212) during the period from October 2010 to July 2011 and from July 2011
to December 2011, respectively.
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Profile of Directors and Senior Management
ESRESREBAERBN

Mr. Yang Wei Qing, aged 40, a renowned internet economist, and is
the founder and Chief Executive Officer of iResearch Consulting Group
(“iResearch”). He is also the co-founder of China Venture Investment
Consulting Group (“China Venture”). Mr. Yang obtained his Bachelor
Degree from East China University of Science and Technology in 1998
and obtained his EMBA from Cheung Kong Graduate School of Business
in 2010. Being enthusiastic about internet industry, Mr. Yang co-founded
an internet marketing company, Wise Horse Marketing Company, in 1999
and became one of the first generation internet business founders and
an expert in China’s internet marketing. Mr. Yang started his business
in internet-related research and consulting by establishing iResearch at
Shanghai in late 2002. iResearch has now developed into one of the most
highly professional internet consulting firms in China, publishing almost
100 research reports related to internet industry every year and serving
the major companies in internet industry, internet marketing business as
well as providing research consultancy service in the application of internet
for traditional business enterprises. In 2005, Mr. Yang, together with a
business partner, co-founded China Venture, which mainly participates in
the operation of investment websites and engages in fund raising, merger
and acquisition projects. Mr. Yang is highly experienced in research and
consulting for internet-related and internet marketing businesses.

SENIOR MANAGEMENT

Ms. Yeung Wai Ling, aged 36, is the Financial Controller and Company
Secretary of the Group. Ms. Yeung graduated from Hong Kong Baptist
University and received a bachelor degree in Business Administration
(Accounting). She is a member of the Hong Kong Institute of Certified
Public Accountants. Before joining the Group in 2015, she has worked
in international accounting firm and Singapore listed company. She has
extensive experience in auditing and financial reporting.

Mr. Kwan Che Ho Jacky, aged 44, joined the Group’s non-wholly owned
subsidiary — Smartac Solutions (Suzhou) Limited (“Smartac Solutions”) in
December 2014 as Retail Business General Manager. He graduated from
the University of British Columbia with a Master degree of Engineering in
1997. He joined the Hong Kong GEM Board listed company — Proactive
Technology Holdings Limited in 1999, engaged in business communication
services and specialized in VolP communications and call center
operations. In 2001, he joined Smartac Group which was acquired by the
Group as a non-wholly owned subsidiary in 2013 as Sales and Marketing
General Manager. Over these 15 years, he provided application solutions,
established and maintained communications and call center systems for
various companies in logistics, retail and foreign financial industries such
as UPS, TNT, IKEA in China, Hang Lung Properties, UBS, BNP Paribas,
Standard Chartered Bank.

Smartac Group China Holdings Limited
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Profile of Directors and Senior Management
EERSREBASDN

Mr. Zhang Fang, aged 37, Software Development General Manager of
Smartac Solutions, was responsible for developing online to offline software
solutions, SCRM system and processing massive software data distribution
and analysis. Mr. Zhang joined Smartac Solutions in 2006 and had worked
as Senior Software Develop Engineer, Project Manager, CRM Department
Manager and Developer Director during the period from 2006 to August
2014. He was promoted to Software Development General Manager in
August 2014. Mr. Zhang graduated from Shanghai East China Normal
University and joined the direct marketing company — Shanghai Mecox Lane
International Mailorder Company Limited to develop invoicing and workflow
systems. He had also involved in the development of customer relationship
management, enterprise resource planning, management information
systems, call center software and was responsible for software projects and
database management.

Ms. Xu Ai Ping, aged 45, joined the Group’s wholly owned subsidiary —
Solomedia Digital (Shanghai) Limited in November 2014 as Group Human
Resources Director. Ms. Xu graduated from Nanjing Normal University
with Associate degree in English and Hong Kong University School of
Professional and Continuing Education with Postgraduate Diploma in
Organizational and Human Resources Management. Ms. Xu has been
working in human resources management field in the high technology
industry for over 16 years. She has a wealth of practical experience in human
resources aspects and worked in the China Resources Group Limited’s
semiconductor manufacturing company — CSMC Technologies Corporation,
US-owned chip design company — Advanced Analogic Technologies Inc.
and US-owned semiconductor company — Skyworks Solutions Inc.
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Corporate Governance Report
TEERRE

CORPORATE GOVERNANCE PRACTICE

The Company believes that corporate governance is essential to the
success of the Company and has adopted various measures to ensure that
a high standard of corporate governance is maintained.

During the year ended 31 December 2016, the Company has complied with
the Code on Corporate Governance Practices as set out in Appendix 14
to the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”) except for the following deviation:

Code Provision A.2.1 of the Corporate Governance Code stipulates that the
roles of Chairman and Chief Executive Officer (“CEQO”) to be performed by
different individuals. The deviation is deemed appropriate as the Company
believes that the combination of the roles of Chairman and CEO promotes
the efficient formulation and the implementation of the Company’s strategies
enabling the Group to grasp business opportunities efficiently and promptly.
The Company considers that through the supervision of its Board and its
Independent Non-Executive Directors (“INEDs”), a balancing mechanism
exists so that the interests of the shareholders are adequately and fairly
represented.

BOARD OF DIRECTORS
Composition

The Board is responsible for supervision of the management of the
business and affairs, approval of strategic plans and reviewing of financial
performance. The Board currently consists of three Executive Directors and
three INEDs:
Executive Directors . Mr. Yang Xin Min (Chairman and CEO)
Mr. Yang Zhen
Mr. Kwan Che Hang Jason
INEDs . Dr. Cheng Faat Ting Gary
Mr. Poon Lai Yin Michael
Mr. Yang Wei Qing

The Board membership is covered by professionally qualified and widely
experienced personnel so as to bring in valuable contribution and different
professional advices and consultancy for the development of the Company.
The number of INEDs represented half of the Board membership.

Biographies of all Directors are set out on pages 19 to 21 of this annual
report.

Smartac Group China Holdings Limited
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Corporate Governance Report
TEERHRE

Appointments, Re-election and Removal of Directors

Code provision A.4.2 of the Code on Corporate Governance Practices
stipulates that all Directors appointed to fill a casual vacancy should be
subject to election by Shareholders at the first general meeting after their
appointment. Every Director, including those appointed for a specific term,
should be subject to retirement by rotation at least once every three years.

Each of the INEDs has entered into a service contract with the Company for
a term of one to two years. At every annual general meeting, one-third of the
Directors for the time being or, if their number is not a multiple of three, then
the number nearest to but not less than one-third shall retire from office.

A Director appointed by the Board to fill a casual vacancy or as an addition
shall hold office until the next annual general meeting.

Role and Function

Save for the Board meetings held between the Executive Directors during
the normal course of business, the Board also conducted regular meetings
of all board members during the year. Such Board meetings involve
active participation, either in person or through other electronic means
of communication, of a majority of the Directors. In addition, the Board
members will also discuss on ad hoc issues through informal meetings and
granted approval on material decisions by way of Board written resolutions
in accordance with the Company’s articles of association.

During the year, 11 Board meetings were held and the attendance of each
Director is set out as follows:

EI -  EERHRBRES

CEREAFRTAZ TANREA4 2GR T - &
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TREEEZAEMERIEANESAETRE
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ABRBE
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S BEERFANSRTE2REEZERS
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FR-ARRABATHRESSSS  SEEN
HEEMT

No. of meetings

Directors attended
EE HEEEIRE
Mr. Yang Xin Min B R LA 11/11
Mr. Yang Zhen BEEAE 11/11
Mr. Kwan Che Hang Jason MEExE 10/11
Dr. Cheng Faat Ting Gary e TEHL 11/11
Mr. Poon Lai Yin Michael BB LA 11/11
Mr. Yang Wei Qing HEELE 9/11
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INEDs

The Company has appointed three INEDs, with two of them possess
recognised accounting professional qualifications in Hong Kong or
overseas.

The Company has received annual confirmation of independence from
each of the INEDs pursuant to Rule 3.13 of the Listing Rules. The Company
considers all of the INEDs are independent within the definition of the Listing
Rules.

Chairman and CEO

Under the Code on Corporate Governance Practices, the roles of Chairman
and CEO should not be performed by the same individual. The division
of responsibilities between the Chairman and CEO should be clearly
established and set out in writing. Mr. Yang Xin Min has been the Chairman
and the CEO of the Company since its incorporation and is in charge of
the overall management of the Company and the Group. The Company
considers that the combination of the roles of Chairman and CEO is
conducive to strong and consistent leadership and can promote the efficient
formulation and implementation of the Company’s strategies which will
enable the Group to grasp business opportunities efficiently and promptly.
The Company considers that through the supervision of its Board and its
INEDs, a balancing mechanism between the Board and the management of
the Company exists so that the interests of the shareholders are adequately
and fairly represented.

BOARD COMMITTEES
There are three committees established under the Board:
(a) Audit Committee

The Audit Committee, comprises all INEDs of the Company, is chaired
by Dr. Cheng Faat Ting Gary who is a professional accountant and has
proven experience in audit, finance and accounting.

The terms of reference of the Audit Committee follow the guidelines
set out by the Hong Kong Institute of Certified Public Accountants, and
have been updated on terms no less exacting than those set out in the
Code on Corporate Governance Practices. The primary duties of the
Audit Committee are to ensure the objectivity and credibility of financial
reporting, risk management and internal control procedures as well
as to maintain an appropriate relationship with the external auditors of
the Company. Each member of the Audit Committee has unrestricted
access to the external auditors and all senior staff of the Group.

Smartac Group China Holdings Limited
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The Audit Committee held two meetings during the year, in particular,
to review and discuss:

the interim results and annual audited financial statements;

— the auditing and financial reporting matters, including the
management letter from the external auditors in relation to the
audit of the Group for the year ended 31 December 2016;

—  the appointment of external auditors; and

— the effectiveness of risk management and internal control systems.

All issues raised by the Audit Committee have been addressed by
the management of the Company. The work and findings of the Audit
Committee have been reported to the Board. During the year, no issues
brought to the attention of the management of the Company were of
sufficient importance to require disclosure in this annual report.

The Board agrees with the Audit Committee’s proposal for the
reappointment of RSM Hong Kong as the Company’s external auditor
for 2017. The recommendation will be put forward for the approval of
the shareholders of the Company at the Annual General Meeting to be
held on 31 May 2017.

Full minutes of the Audit Committee meetings are kept by the Company
Secretary. Draft and final versions of minutes of the Audit Committee
meetings will be sent to all members of the Audit Committee for their
comment and record respectively.

Auditor’s Remuneration
An analysis of the remuneration paid to the external auditor of the

Company, RSM Hong Kong, in respect of audit services and non-audit
services for the year ended 31 December 2016 is set out below:

Service category

BERZBERAFEERTMRER  UE
BEER MaTm
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- RERVBREEE  2FNERH
MEEAEEBEZE _Z2— R F+-A
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- RESMNEREED R
- EREERARNEZERGHARL -

HEZZESEIANMAESELFIART
EEERE ERZEENTERERDH
BEEXQER- - R UEEARKRHELAR
AEEEIBMNERZEERERUEFEN
REFRENPE

EXeREERZE RS  ERTREE
(BB GFMEBARARB T —LFH
SNSEZEED - BRARBEEN_T—LF R
A=ZT—RBTNRREAFARELREAR
BIBCRHLAE -

EUE ARG BN A BRELIH B DT
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BRIRABH AR ERE AR R EESE
Rty -

ZE N <
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Fees paid/payable

PR 7535 Bl et EREA

HK$'000

BEEF T

Audit service ZERTE 1,350
Non-audit service B RT

- Review on continuing connected transactions -REEERHEE 60

1,410
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(b)

(c)

Remuneration Committee

The Remuneration Committee currently consists of three members,
namely two INEDs, Dr. Cheng Faat Ting Gary (Chairman), Mr. Poon Lai
Yin Michael and one Executive Director, Mr. Yang Xin Min.

The Company formulated written terms of reference of the
Remuneration Committee based on terms no less exacting than the
required standard as set out in the Code on Corporate Governance
Practices. The Remuneration Committee is responsible for ensuring
formal and transparent procedures for developing remuneration policies
and overseeing the remuneration packages of the Directors and senior
management. It takes into consideration on factors such as salaries
paid by comparable companies, time commitment and responsibilities
of Directors and senior management. The Remuneration Committee
meets at least once a year. The Remuneration Committee had reviewed
the remuneration packages of all Directors and made recommendation
to the Board during the year.

Nomination Committee

The Nomination Committee currently consists of the three members,
namely two INEDs, Dr. Cheng Faat Ting Gary (Chairman), Mr. Poon Lai
Yin Michael and one Executive Director, Mr. Yang Xin Min.

The Company formulated written terms of reference of the Nomination
Committee based on terms no less exacting than the required standard
as set out in the Code on Corporate Governance Practices.

The Nomination Committee meets at least once a year. The
Committee’s members’ primary roles and functions are to assess
and recommend the appointment and re-appointment of Directors
to the Board, as well as overseeing the appointment, management
succession planning and performance evaluation of key senior
management of the Company.

The Nomination Committee has reviewed and is of the opinion that
the current size and composition of the Board is adequate to facilitate
effective decision-making. The Nomination Committee is also satisfied
that the Board comprises directors, who, as a group, provide the core
competencies necessary to guide the Group.

A proposal for the appointment of a new Director will be considered
and reviewed by the Nomination Committee. Candidates to be selected
and recommended are those experienced, high caliber individuals. All
candidates must be able to meet the standards as set forth in Rules
3.08 and 3.09 of the Listing Rules.
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A candidate who is to be appointed as an INED should also meet the
independence criteria as set out in Rule 3.13 of the Listing Rules.

Attendance Record at Board Committee Meetings

The following table shows the attendance of Directors at the Board
Committee meetings during the year:

BREERBILFNTEEZHEAN  TTE
e EMRAE KT HZBILRE -

ESZEEERHERE

TREINFASESLEEEFEZERCHEL
1E5

No. of meetings attended

HESRRE

Audit Remuneration Nomination
Directors Committee Committee Committee
25 EREER FHEER RELZER
Mr. Yang Xin Min B REE N/A 6/6 1/1
Dr. Cheng Faat Ting Gary BT H L 2/2 6/6 1/1
Mr. Poon Lai Yin Michael EEB LA 2/2 6/6 1/1
Mr. Yang Wei Qing GEELE 0/2 N/A N/A

DIRECTORS’ SECURITIES TRANSACTIONS EEETEZRXS

The Company has adopted a code of conduct rules (the “Code of
Conduct”) regarding securities transactions by Directors on terms no less
exacting than the required standard set out in the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules.

Having made specific enquiry with all Directors, the Company confirms that
all the Directors have complied with the required standard set out in the
Code of Conduct and the Model Code throughout the year.

ACCOUNTABILITY AND AUDIT

The Directors are responsible for overseeing the preparation of financial
statements for each financial period, which give a true and fair view of the
state of affairs of the Group and of the results and cash flow for that period.
The Directors confirm that, to the best of their knowledge, information
and belief, having made all reasonable enquiries, they are not aware of
any material uncertainties relating to events or conditions that may cast
significant doubt upon the Group’s ability to continue as a going concern.

The statement of the auditors of the Company about their responsibilities for

the audit of the Group’s consolidated financial statements is set out in the
Independent Auditor’s Report on pages 51 to 56.

Annual Report 2016

ARBERPN—EFRESETEFRIZOTR
SRR - ZETFRZZREARER

EHRBIMSI0FH LT BEITAERETESFR
SIERAETRI([BREFR ) REZRE -

RAEZRESFLHREENER  ARAERSE
ERAFENDEFIRTIRELETRIMEZ
BERTE »

CEVEE

EXAFEECEAVRAMYBHRROER - U
BB M DT i R % B A S B B RO R
BERNENE - EEFHR - EFEL—YSEEN
& BMREA - BT BRAAE - MEL A
ERAEEHARBEBELEENERERRE
ZEMHRERZBERTHEERE -

BEARARBMAERAEE RSN BRRA
EEZEENBR  JINFES1AE6A 2 BIYK
FENMENA -

2016 FEHE



Corporate Governance Report
JJ:% “'\‘Ai

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges its responsibility for overseeing the Group’s
risk management and internal control systems on an ongoing basis in
order to safeguard the Group’s assets, investments and the shareholders’
interest and reviewing their effectiveness at least annually through the Audit
Committee.

The Group’s internal audit team assists the Board and the Audit Committee
in the review of the effectiveness of the Group’s risk management and
internal control systems on an ongoing basis and in fulfilling its oversight
and corporate governance roles in the Group’s financial, operational and
compliance controls. The systems and internal controls can only provide
reasonable and not absolute assurance against material misstatement or
loss, as they are designed to manage, rather than eliminate the risk of failure
to achieve business objectives.

During the year, the Group’s internal audit team conducted selective reviews
of the effectiveness of the systems of risk management and internal controls
of the Group over financial, operational and compliance controls. These
results were assessed by Group’s internal audit team and reported to the
Audit Committee, which then reviewed and reported the same to the Board.
The Audit Committee and the Board were not aware of any areas of concern
that would have a material impact on the Group’s financial position or
operating results and considered the risk management and internal control
systems to be generally effective and adequate including the adequacy of
resources, staff qualifications and experience, training programs and budget
of the accounting, internal audit and financial reporting functions.

The Company regulates the handling and dissemination of inside information
to ensure inside information remains confidential until the disclosure of
such information is appropriately approved, and the dissemination of such
information is efficiently and consistently made. The Company’s legal
advisor also assists the Board to assess whether the relevant information is
considered to be inside information and needs to be disclosed as soon as
reasonably practicable.

COMMUNICATIONS WITH SHAREHOLDERS AND INVESTORS

The Board recognises the importance of good communications with all
shareholders. The Company’s annual general meeting is a valuable forum
for the Board to communicate directly with the shareholders. The Chairmen
of the Board, of the Audit Committee and of the Remuneration Committee
are present to answer shareholders’ questions. An annual general meeting
circular is distributed to all shareholders at least 21 days before the annual
general meeting. It sets out the procedures for conducting a poll and other
relevant information of the proposed resolutions.
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A key element of effective communication with shareholders and investors is
the prompt and timely dissemination of information in relation to the Group.
The Company has announced its annual and interim results in a timely
manner. Printed copies of the Annual Report 2015 and Interim Report 2016
were sent to all shareholders.

All the reports, announcements and circulars that had been filed by
the Company with the regulatory authorities can be reviewed at and
downloaded from the Company’s website at www.smartacgroup.com.

SHAREHOLDERS’ RIGHTS

To safeguard shareholder interests and rights, a separate resolution
is proposed for each substantially separate issue at general meetings,
including the election of individual directors. All resolutions put forward at
general meetings will be voted on by poll pursuant to the Listing Rules and
the poll results will be posted on the websites of the Company and of Hong
Kong Exchanges and Clearing Limited after each general meeting.

Convening an Extraordinary General Meeting by Shareholders

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

Putting Forward Proposals at General Meetings

There are no provisions in the Company’s Articles of Association or the
Cayman Islands Companies Law for shareholders to move new resolutions
at general meetings. Shareholders who wish to move a resolution may
request the Company to convene a general meeting in accordance with the
procedures set out in the preceding paragraph.
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Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board of the Company,
shareholders may send written enquiries to the Company. The Company will
not normally deal with verbal or anonymous enquiries.

Contact Details

Shareholders may send their enquiries or requests as mentioned above to
the following:

Address: Room 1204, 12th Floor, COFCO Tower, 262 Gloucester Road,
Causeway Bay, Hong Kong

For the attention of the Board of Directors

Shareholders are encouraged to provide, amongst other things, in particular,

their email addresses to the Company in order to facilitate timely and
effective communication.

Smartac Group China Holdings Limited
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We are pleased to present this report in accordance with the Environmental,
Social and Governance (“ESG”) Reporting Guide in Appendix 27 of the
Listing Rules set out by the Stock Exchange. The report describes the
policies in two subject areas, namely, Environmental and Social of the
business operations of the Group, as required by the ESG Reporting Guide.

ENVIRONMENTAL
Emissions

The operations of the Group do not generate significant air emissions
and hazardous waste. The key environmental impacts from the Group’s
operations are the indirect greenhouse gas emissions from electricity
consumption at the workplace and from business travel by employees.

The Group applies energy saving measures to reduce energy consumption
and carbon emissions in the workplace including using energy saving
lighting, setting optimal temperature on the air conditioning, and switching
off the lighting and air conditioning after office hours. The Group also
encourages the employees to switch off their computers and other office
equipment when not utilised.

Use of Resources

The resources used by the Group are mainly attributed to electricity
and paper consumption at its offices. The Group strives to minimise the
environmental impact by saving electricity and paper consumption.

The water consumption of the Group is minimal. For office electricity control,
the Group requires employees to switch off all the lights and electronic
appliances before they leave the offices.

The Group committed to promote paper saving by setting default
double-sided printing, encouraging staff to have environmentally friendly
photocopying habit, reusing any single-side printed papers and using
e-statement or scanning to reduce paper consumption. Besides,
teleconference is encouraged to avoid unnecessary travel.

The Environment and Natural Resources

The Group’s environmental impact and use of natural resources is
minimal. However, in order to enhance environmental sustainability, the
Group executes practices that improve energy efficiency, gives careful
consideration to conserve resources for its operation to minimise any
environmental impact and raises environmental awareness by sharing green
messages with its employees.
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SOCIAL
Employment and Labour Practices
Employment

Employees are regarded as the greatest and valuable assets and core
competitive advantage of the Group and also provide driving force for the
continuous innovation of the Group.

The Group’s practices and policies with respect to: (i) compensation and
dismissal; (ii) recruitment and promotion; (i) working hours; (iv) rest periods;
(v) equal opportunity; (vi) diversity; (vii) anti-discrimination; and (viii) other
benefits and welfare have complied with the relevant laws and regulations.

In order to ensure each employee understand the policy of the Group,
the Group published an employee handbook that includes the terms and
conditions of employment, staff compensation and benefits (yearly bonus,
allowances, various types of leave entitlement, medical benefits, social
security, mandatory provident fund and training), promotion channel,
occupational safety, complaint channels and office rules.

The Group offers competitive remuneration and implements a sound
performance appraisal system with appropriate incentives, promoting
career development and progression by appropriate training and providing
opportunities within the Group for career advancement. Salaries are
reviewed and adjusted on a yearly basis and employees are entitled to yearly
bonus based on performance appraisals and the market trend.

The Group’s employees work under a standard 40 hours per week.
Employees are entitled to overtime pay or compensation leave if they obtain
prior approval from their managers. The Group also provides employees
paid leave for national public holidays, annual leave, sick leave, marriage
leave, compassionate leave and maternity leave.

The Group recruits and promotes employees without regard to race,
religion, gender, marital status and disability, provides good working
environment free from discrimination and harassment, thus putting the
principle of equality and fairness into practice. The Group seriously
considers all those valuable opinions from the employees for enhancing
workplace productivity and harmony which can help the Group to build a
united and harmonious professional team.

Smartac Group China Holdings Limited

HeE
EREREIER
1E1E

BERRAAEEASAREEEENRFESD
LT - AR AREERETHAIF 2RSS -

REBE GG X ARE  ()BEREA (i) TIE
B (VERE WESHEE  viZ T s (vi)R I
R RVl Eb B REMNZ EH KRB B BT
REERRER -

AEREEETHASREZHE  AEECTIH#
BEFM  ZHHEEANMER - B THBIRREF
(FEIEAL - 2Bh - REUERY - BEEHMN - #
SRE  REMEDES RIFI)  BARE  BE
RE - RFRBEPAEHRRANZ KRR -

AEBRTABRFHZEHEM  TRETSZRRF
ZHIE - BITEE ZBERE - RHS BRI
DEEEXZERLREARRAEEANRHRERH
E#E  FE2eRFETRILAE  RREX
Bk mi58s  BEAZEFERA -

AEEREZBRBETR B0 - £EGH
REEXEPET  EEANZAMMTELHR -
AEENRAEERHEBZEERY  FR &
&R &R BEMRREREEHRY

AEBTwER - =2 5 - SRR R
BELEEE  IRHEIEBEERBEZ R
THERE KMERTFERAFRA - AEEE
EEREBABMIEATHESMEENRMETIE
RAZMBEERR  GEPARKERIEEM
M BEE -

PESEEEERERAR



34

Environmental, Social and Governance Report
RIE - HERERHRSE

Health and Safety

To safeguard employees’ occupational health and safety, the Group
provides safe, healthy and comfortable working environment and has
complied with the local relevant laws and regulations on occupational health
and safety.

The Group offers its employees medical insurance coverage and health
check plans. Employees are trained to follow the safety rules and regulations
in accordance to the employee handbook and employment contract, and
utilise available and appropriate protection measures at all times to avoid
accidents and protect themselves and coworkers from safety risks. During
the year ended 31 December 2016, the Group did not encounter any major
accidents, staff fatalities or serious work related injuries from the Group’s
operation.

Development and Training

The Group believes that employees are the key to business success. In
order to continuously enhance the Group’s performance and to keep it in
the forefront of the competitors, employees should have good training to
face the challenges of today’s changing market environment. Therefore, the
Group is committed to the training and development of employees to enrich
their knowledge, skills and ability to work, so as to release the greatest
potential of its employees in the workplace.

In daily operations, the Group provides induction training for new employees
to help them familiarise with the Group’s business and operations, vision
and mission, core values, business goals and overview as well as the
product knowledge. Trainings are provided by the Group in different forms,
including but not limited to on-the-job training, outbound training, in-house
training and corporate external training courses. The Group also encourages
employees to enroll training courses such as occupational ethics, business
technology, safety courses and the Group would subsidy whole or part of
the training fees upon the approval from human resources department and
related department manager.

Labour Standards

The Group strictly complies with the local relevant labour laws and regulations.
The Group requires reviewing and verifying applicant’s identity information
during the recruitment process and recruitment of child labour is strictly
prohibited. Applicants are also required to provide document proofs of
academic qualifications and working experience for verifications. The Group
enters employment contract with each of its employee in accordance with the
local relevant laws and regulations and prohibits forced labour. No employee
is paid less than the minimum wage specified by the government regulations.
Monthly salary payments, social security and mandatory provident fund
contributions are made on time according to the employee handbook.
Employees are not be forced to work beyond working hours and are entitled
to overtime pay or compensation leave in accordance with local regulations.
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Operating Practices
Supply Chain Management

The Group values the partnership with suppliers and works together to
promote sustainable development of the industry. The Group seeks to
continuously evaluating suppliers mainly in the aspects of their background,
qualification, past performance, fulfillment of contract, professionalism of
project team and social responsibility. The Group values communication
with suppliers and establishes strategic cooperation with suppliers through
technical support and unique competitive advantage, which can achieve
win-win situation and strengthen the cooperation with each other.

Product Responsibility

The Group complies with local regulations relevant to the operation of its
business in areas such as health and safety, advertising, and privacy matters
relating to its products and services.

The Group pays highly attention to the quality and safety of services. In
2016, the Group have not had any complaints or request to terminate
projects due to poor quality and safety. If a complaint should arise, the
Group will immediately assess the complaint and conduct an internal
investigation into the matter to identify the source of the issue and take
remedial actions.

The Company strictly complies with the Advertising Law of the PRC and
requires that employees of sales department must provide customers with
accurate and true information on the Group’s services.

The Group’s employees are obligated to retain in confidence and disallowed
to use any and all information obtained in connection with their employment,
including, but not limited to, trade secrets, know how, client information,
supplier information and other proprietary information for the benefit of
his own and others in accordance to the employee handbook and the
employment contract.

The Group emphasises the importance of protecting customers’ data.
Source code backup are being done from time to time to protect the
Group’s most valuable assets from any event of system crashes and
errors. The operations of the Group always involve the intellectual property
rights of customers, suppliers and the Group, therefore protection of
intellectual property rights is extremely important to the Group. The Group
adds protective clauses to the contracts entered into with customers and
suppliers to safeguard the intellectual property rights and confidentiality.

Smartac Group China Holdings Limited
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Anti-corruption

All of the Group’s operations comply with local and national legislation on
standards of conduct, such as with the Prevention of Bribery Ordinance
in Hong Kong and relevant legislation on anti-corruption and bribery in
the PRC, South Korea and Japan and other relevant laws and regulations
relating to extortion, fraud and money-laundering.

The Group promotes integrity and prevents unethical pursuits. The
Group has implemented an effective whistleblowing policy for reporting
wrongdoings in accordance with the employee handbook. The Group has
also set out an integrity agreement for the purpose of signing with the
external parties to avoid any advantage given or received in the conduct of
the Group’s business.

Community Investment

The Group always seeks to be a positive force in the communities in which
it operates and maintains close communications and interactions with the
communities in order to contribute to local development.

The Group believes that the creation of a beautiful and peaceful community
relies on the cooperation of people, corporations and the government. By
working together with various community partners, the Group believes
can bring a tremendous impact on the sustainable development of the
communities in which it operates.

The government in Suzhou encourages companies to employ the landless
farmers of Suzhou Industrial Park and provide them the necessary pre-job
training. The subsidiary of the Group situated in the Suzhou Industrial Park
joined the scheme and employed 6 landless farmers during the year of 2016.
The Group also actively encourages employees to volunteer their time and
skills to benefit local communities. It gives employees the opportunities to
find out more about the society and environment and reinforce the Group’s
corporate values.
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PRINCIPAL ACTIVITIES
The Group is principally engaged in (i) sale of software and provision of 020
consultation service; and (ii) provision of digital advertising platform and

related solutions.

The principal activities of the Company’s subsidiaries are set out in note 26
to the consolidated financial statements.

An analysis of the Group’s performance for the year by operating segment is
set out in note 10 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2016 are set out
in the consolidated statement of profit or loss and other comprehensive

income on pages 57 to 58.

The Board does not recommend the payment of a final dividend for the year
ended 31 December 2016 (2015: nil).

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group for the
last five financial years is set out on page 4.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group
during the year are set out in note 20 to the consolidated financial
statements.

SHARE ISSUED DURING THE YEAR

Details of the share issued during the year ended 31 December 2016 are set
out in note 40 to the consolidated financial statements.

RESERVES

Details of movements in the reserves of the Group during the year are set
out in the consolidated statement of changes in equity on page 61.
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DISTRIBUTABLE RESERVES

Pursuant to the Companies Law of the Cayman Islands and the Company’s
articles of association, in addition to the retained profits of the Company,
the ordinary share premium account of the Company is also available for
distribution to shareholders provided that the Company will be able to pay
its debts as they fall due in the ordinary course of business immediately
following the date on which any such distribution is proposed to be
paid. Accordingly, the Company’s reserves available for distribution to

DB

shareholders as at 31 December 2016 amounted to nil (2015: approximately
RMB48,776,000).

GROUP STRUCTURE

As at 31 December 2016, the Group’s structure was as follows:
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DIRECTORS

The Directors who held office during the year and as at the date of this report
are shown below. Their biographies are set out on pages 19 to 21.

Executive Directors

Mr. Yang Xin Min, Chairman and Chief Executive Officer
Mr. Yang Zhen
Mr. Kwan Che Hang Jason

Independent Non-Executive Directors

Dr. Cheng Faat Ting Gary
Mr. Poon Lai Yin Michael
Mr. Yang Wei Qing

Each of the above Directors has entered into a service contract with the
Company for a term of one to two years. Each service contract will continue
thereafter unless terminated by either party thereto giving to the other at
least three months’ notice (Executive Directors) or one month’s notice
(INEDs) in writing.

The Company has received from each of the INEDs a confirmation letter of

his independence pursuant to paragraph 12B of Appendix 16 of the Listing
Rules and considers each of the INEDs is independent.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT
POSITIONS IN THE SHARES, UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY AND ITS ASSOCIATED CORPORATIONS

As at 31 December 2016, the interests and short positions of the Directors
and the chief executive of the Company in the shares, underlying shares
and debentures of the Company or any associated corporations (within
the meaning of the Securities and Futures Ordinance (“SFO”) which (a)
were required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which the Director is taken or deemed to have under such
provisions of the SFO); or (b) were required, pursuant to section 352 of the

EERHSTHRAEREAQARERBEEE ZR
7 HERDREERPHERRAR

RIZZE-—RF+-A=+—HB ARAEZER&
BITHA BRARRISAMAEEE(T&EF
NENE DI #FREGRG ) 2B - B
0 M (BB P A ()R 1B B 5 M A E IR DI EXVER
FTRBDEEMEG AR RT LB 2 Em ROKR
(BEEEESFMPEGRIARGEXESHER/K
EEER 2R MAR) () RIEES KB
15‘]9%352 BRBRNZREIEE M s oK

SFO, to be entered in the register referred to therein; or (c) were required, SC)BIFIZESTRIANE AR RBERZ
pursuant to the Model Code to be notified to the Company and the Stock f”ﬁT&&i%EﬁuT g
Exchange were as follows:
Long positions in the shares BB zFE
Number of Shares Approximate
R #E Percentage of
Personal Other Total Total Share
Name of Director Capacity Interest Interests Interests Capital
KL A
EEHE 17 PN Hith#E 5 AR Epigd
Yang Xin Min Beneficial 592,573,880 - 592,573,880 12.44%
HER B
Yang Zhen Beneficial 1,336,000 - 1,336,000 0.03%
BE B2k
Kwan Che Hang Jason (nhote 1) Beneficial 231,413,304 - 231,413,304 4.86%
B aE1) B
Cheng Faat Ting Gary (note 2) Beneficial - 200,000 200,000 0.004%
2T (Mfat2) B
Notes: Kt -

1. The 231,413,304 shares comprised (i) 792,000 shares held by Mr. Kwan Che
Hang Jason directly; and (ii) 230,621,304 shares held by China Software Services
(Holdings) Limited (“CSS”). Mr. Kwan Che Hang Jason was the controlling
shareholder of CSS and therefore was deemed to have an interest in the
230,621,304 shares.

2. The 200,000 shares are held by the spouse of Dr. Cheng Faat Ting Gary and

therefore Dr. Cheng Faat Ting Gary is deemed to have an interest in the 200,000
shares.
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS IN THE SHARES AND UNDERLYING SHARES OF THE
COMPANY

As at 31 December 2016, so far as was known to the Directors and the chief
executive of the Company, the following persons had an interest or short
position in the shares and underlying shares in would fall to be disclosed
to the Company under the provisions of Divisions 2 and 3 of Part XV of
the SFO, or who were, directly or indirectly, interested in 5% or more of
the nominal value of any class of share capital carrying rights to vote in all
circumstances at general meetings of the Company or any other member of
the Group.

Long positions in the shares

FERRRAQLT 2R KABERS T HERER

NS
)

RIZZE-—RF+-A=+—HB BARAEER
RSTBABMRA - AT ALHEA KRG REER

DR Z BB MARIEEH K E HREIEXV
2R3N EBZAEXRIARBHER ¢ KEEKEE
BEEWAEFAIREABLTERNARRAER
R EMKE AR ZBRERS HIRZE ZERER]
MEATEIES5% 8 A £ 2 2 -

B zHR

Number of Shares Approximate

LE ! Percentage of

Personal Total Total Share

Name of Shareholder Capacity Interest Interests Capital

EEHE 145 (EPNE BER NEBRREAFE

Yang Xin Min Beneficial 592,573,880 592,573,880 12.44%
HER B

HK DYF Int’l Holding Group Limited Beneficial 260,536,000 260,536,000 5.47%

i
Bk

EERDERFIEREEARA

\

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

None of the Directors had any interest, either direct or indirect, in any
business, which may compete or constitute a competition with the business
of the Group.

DIRECTORS’ MATERIAL INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS THAT ARE SIGNIFICANT IN
RELATION TO THE GROUP’S BUSINESS

Details of the continuing connected transactions and related party
transactions are disclosed in this report and in note 49 to the consolidated
financial statements respectively.

Save for the above, no other transactions, arrangements or contracts of
significance in relation to the Group’s business to which the Company or
any its subsidiaries was a party and in which a director of the Company or
his connected entity had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

At no time during the year was the Company or any of its subsidiaries,
a party to any arrangements to enable the Directors of the Company to
acquire benefits by means of the acquisition of shares or debentures of the
Company or any other body corporate.
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MANAGEMENT CONTRACTS

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

SHARE OPTIONS GRANTED PURSUANT TO THE SHARE OPTION
SCHEME

Pursuant to the written resolution by the shareholders of the Company on
24 September 2002, the Share Option Scheme (the “Old Scheme”) was
approved and adopted. The Old Scheme was terminated by a resolution
passed by the shareholders in the Company’s annual general meeting held
on 27 May 2011. No further options can be granted under the Old Scheme
but in all other respects the provisions of the Old Scheme shall remain in full
force and effect.

On 27 May 2011, the shareholders passed a resolution in the annual general
meeting to approve and adopt a new Share Option Scheme (the “New
Scheme”) and the Board may, at its discretion, grant options (“Options”) to
Eligible Participants as defined in (i) below.

The total number of shares in respect of which options may be granted
under the New Scheme shall be 230,936,210 shares, representing
approximately 4.8% of the issued share capital of the Company as at the
date of this annual report.

(i) Purpose

The purpose of the New Scheme is to enable the Company to grant
Options to Eligible Participants as incentives or rewards for their
contribution to the Company and/or any of its subsidiaries. Through
the New Scheme, the Company can motivate and reward the Eligible
Participants who have contributed to the Company by enhancing its
performance, improving its management and operation, and providing
it with good advice and ideas.

(i) Eligible Participants

The Eligible Participants of the New Scheme to whom Option(s) may
be granted by the Board shall include any employees, Non-Executive
Directors, Directors, advisors, consultants, and any shareholders of any
members of the Group or any invested entities or any holders of any
securities issued by any members of the Group or any invested entities.
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(iii) Maximum number of shares

(@) The total number of shares which may be issued upon exercise of
all Options which may be granted under the New Scheme and any
other share option schemes of the Company (“Scheme Mandate
Limit”) shall not exceed 10% of the total number of shares in
issue as at the date on which the New Scheme will be approved
and adopted by the shareholders, unless the Company obtains
a refresh approval from the shareholders pursuant to paragraph
(b) below. Options lapsed in accordance with the terms of the
New Scheme shall not be counted for the purpose of calculating
whether the Scheme Mandate Limit has been exceeded.

(b) The Company may seek approval of the shareholders in general
meetings to renew the Scheme Mandate Limit provided that the
Scheme Mandate Limit so renewed must not exceed 10% of the
shares in issue as at the date of the approval of the renewal by
the shareholders. Upon any such renewal, all Options granted
under the New Scheme and any other share option schemes of
the Company (including those outstanding, cancelled, lapsed in
accordance with the New Scheme and any other share option
schemes of the Company and exercised options) prior to the
approval of such renewal shall not be counted for the purpose of
calculating whether the renewed Scheme Mandate Limit has been
exceeded. In seeking the approval, the Company shall send a
circular to the shareholders.

(c) The Company may grant Options to the Eligible Participant(s)
beyond the Scheme Mandate Limit if the grant of such Options
is specifically approved by the shareholders in general meeting.
In seeking such approval, a circular must be sent to the
shareholders containing a generic description of the identified
Eligible Participant(s), the number and terms of the Options to be
granted, the purpose of granting Options to the identified Eligible
Participant(s), and how the terms of these Options serve such
purpose.

Notwithstanding the above, the maximum number of shares which
may be issued upon exercise of all outstanding Options granted and
yet to be exercised under the New Scheme and options which may be
granted under any other share option schemes of the Company shall
not exceed 30% of the total number of shares in issue from time to
time.
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(iv) Maximum entitlement of each Eligible Participant

(@) The total number of shares issued and to be issued upon exercise
of the Options granted under the New Scheme and any other
share option schemes of the Company (including exercised,
cancelled and outstanding Options) to each Eligible Participant in
any 12-month period must not exceed 1% of the then total issued
share capital of the Company (the “Individual Limit”).

(b) Any further grant of Options to an Eligible Participant in excess of
the Individual Limit (including exercised, cancelled and outstanding
Options) in any 12-month period up to and including the date of
such further grant must be subject to the shareholders’ approval
in general meeting of the Company with such Eligible Participant
and his associates abstaining from voting. A circular must be sent
to the shareholders disclosing the identity of the identified Eligible
Participant(s), the number and terms of the Options granted and
to be granted, the number and terms of Options to be granted
to such identified Eligible Participant(s) must be fixed before the
shareholders’ approval and the date of meeting of the Board for
proposing such further grant should be taken as the date of grant
for the purpose of calculating the exercise price.

(v) Offer acceptance period and Option price

An offer of grant of an Option may be accepted by an Eligible
Participant within 28 days from the date of the offer of grant of the
Option. A consideration of HK$1.00 is payable on acceptance of the
offer of grant of an Option. To the extent that the offer of grant of an
Option is not accepted within twenty-eight (28) days from the date on
which the offer for the grant of Options is made in the manner indicated
herein, it will be deemed to have been irrevocably declined and lapsed
automatically.
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(vi) Timing for exercise of Options

(vi) 1TERREZ KR

An Option shall be exercisable in whole or in part and in accordance
with the terms of the New Scheme at any time during a period to be
determined and notified by the Directors to each Grantee, which period
may commence on the day on which the offer for the grant of Options
is made but shall end in any event not later than 10 years commencing
from the date the Board makes an offer of the grant of an Option
subject to the provisions for early termination thereof. The Directors
have the discretion to impose a minimum period for which an Option
has to be held before the exercise of the subscription rights attaching
thereto on case by case basis.

(vii) Subscription price

Subject to the adjustment made in accordance with the terms of the
New Scheme, the exercise price in respect of any particular Option shall
be such price as determined by the Board in its absolute discretion at
the time of making the offer of grant of an option (which shall be stated
in the letter containing the offer of grant of an option) but in any case
the exercise price must be at least the highest of (i) the closing price
of shares as stated in the Stock Exchange’s daily quotations sheet
on the date of the offer of grant, which must be a trading day; (i) the
average closing price of shares as stated in the Stock Exchange’s daily
quotations sheets for the 5 business days immediately preceding the
date of the offer of grant; and (jii) the nominal value of the shares.

For the year ended 31 December 2016 and 2015, no Options have
been granted by the Company under the Old Scheme and the New
Scheme.

Smartac Group China Holdings Limited
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Details of the movement of the Options granted and exercised during RERNZERERE RITEEZIT -
the year were as follows:

Number of Options (Note)
BIRERE (i)
Outstanding Outstanding
Subscription asat  Reclassified Lapsed as at
Price per 31 December during during 31 December
Name of Grantee Date of Grant Exercisable Period Share 2015 the year the year 2016
R-Z-1% RZB-RE
TZA=t-H +ZA=t-"H
BYALE RLAH TR BRABE HATR  EREHE FRERM H AT
(note)
(Wit)
Executive Directors:
HITEE:
Yang Xin Min 14 June 2011 14 June 2011 to HK$0.818 1,600,000 - (1,600,000) -
13 June 2016
BHR “E--EXATHE ZE-—EXATHEE EK0818T
ZE-RERAT=AR
Subtotal 1,600,000 - (1,600,000) -
Pt
Independent Non-Executive
Directors:
BUHHTEE
Cheng Faat Ting Gary 14 June 2011 14 June 2011 to HK$0.818 200,000 = (200,000) =
13 June 2016
BET ZF——F ATHA ZE-—§/XATEBZE A10.8187
ZZ-RERATZH
Poon Lai Yin Michael 14 June 2011 14 June 2011 to HK$0.818 200,000 - (200,000) -
13 June 2016
A8 ZE—EXATHE Z2——FSRTMEE A%0818T
ZE-~§~At=A
Subtotal 400,000 = (400,000) =
Pt
Employees 14 June 2011 14 June 2011 to HK$0.818 1,800,000 = (1,800,000) =
13 June 2016
&8 ZZ——F ATMA ZET-—§5ATHEZE AH0.818T
—E-R"ErAT=AR
Grand Total 3,800,000 - (3,800,000) -
&t
Note: Btat -
Certain Subscription Price per Share and number of Options shown in the table NEFRFEETERREEREREHRECDE
above had been restated to reflect the effect of the 1 to 20 subdivision of Shares 7 ARBRZZFZAF+—ANBERZE R
which took effect from 9 November 2009. PHEBZTRZBRHD DI -
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CONNECTED TRANSACTIONS

During the year, the Group had the following continuing connected
transactions which were required to be disclosed in compliance with the
requirements of Chapter 14A of the Listing Rules.

On 5 September 2014, the Company and Solomedia Shanghai and
subsidiaries of the Company, save and except for Smartac Group
Limited and its direct or indirect wholly or non-wholly owned subsidiaries
(“Contractor Group”), entered into the Master Sub-Contracting Agreement
with Smartac Group Limited and its direct or indirect wholly or non-wholly
owned subsidiaries (“Sub-Contractor Group”) in relation to the provision
of sub-contracting services by the Sub-Contractor Group. The Sub-
Contractor Group is directly owned by Virtual City Limited which in turn
is owned as to 55.45% by the Company and 44.55% by CSS. Since Mr.
Kwan Che Hang Jason, director and shareholder of the Company, is also
the controlling shareholder of CSS, any company of the Sub-Contractor
Group is therefore a connected person of the Company. As such, the
transactions contemplated under the Master Sub-Contracting Agreement
would constitute continuing connected transactions for the Company under
Chapter 14A of the Listing Rules.

The Master Sub-Contracting Agreement had a term of three years.
According to the Master Sub-Contracting Agreement during the year, the
aggregate services charged to the Contractor Group by the Sub-Contractor
Group in respect of project management and installation service, software
development service and maintenance service were RMB214,200 (2015:
RMB5,439,264), RMB1,518,971 (2015: RMB7,645,246) and RMB99,144
(2015: RMB687,343) respectively.

Our INEDs have reviewed the continuing connected transactions set out
above, and are of the view that the continuing connected transactions have
been entered into under the following circumstances:

(i) in the ordinary and usual course of business;

(i) on normal commercial terms or on terms no less favourable to the
Group than terms offered to/by independent third parties; and

(i) in accordance with the relevant agreements governing those

transactions on terms that are fair and reasonable and in the interest of
the shareholders of the Company as a whole.

Smartac Group China Holdings Limited
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RSM Hong Kong was engaged to report on the Group’s continuing
connected transactions in accordance with Hong Kong Standard on
Assurance Engagements 3000 (Revised) “Assurance Engagements Other
Than Audits or Reviews of Historical Financial Information” and with
reference to Practice Note 740 Auditors’ Letter on Continuing Connected
Transactions under the Hong Kong Listing Rules issued by the Hong Kong
Institute of Certified Public Accountants. RSM Hong Kong has issued
unqualified letter containing their findings and conclusions in respect of
the continuing connected transactions disclosed above by the Group in
accordance with rule 14A.56 of the Listing Rules. A copy of the auditors’
letter has been provided by the Company to the Stock Exchange.

In respect of the continuing connected transactions disclosed (the
“Disclosed Continuing Connected Transactions”), the Company’s
auditors concluded that:

() nothing has come to their attention that causes them to believe that the
Disclosed Continuing Connected Transactions have not been approved
by the Company’s board of directors.

(i) for transactions involving the provision of services by the Group,
nothing has come to their attention that causes them to believe that the
transactions were not, in all material respects, in accordance with the
pricing policies of the Group.

(i) nothing has come to their attention that causes them to believe that
the transactions were not entered into, in all material respects, in
accordance with the relevant agreements governing such transactions.

(iv) with respect to the aggregate amount of the continuing connected
transactions set out above, nothing has come to their attention that
causes them to believe that the Disclosed Continuing Connected
Transactions have exceeded the annual cap disclosed in the
Company’s announcement dated 5 September 2014.

CORPORATE GOVERNANCE
The Company is committed to maintaining the highest standard of corporate
governance practices. Information on the corporate governance practices

adopted by the Company is set out in the Corporate Governance Report on
pages 23 to 31.
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2016, the aggregate revenue attributable
to the largest customer and the five largest customers of the Group
accounted for approximately 21% and 56% of the Group’s total revenue for
the year respectively; and the aggregate purchases from the largest and the
five largest suppliers of the Group accounted for approximately 18% and
46% of the Group’s total purchases for the year, respectively.

As far as the Directors are aware, none of the Directors of the Company,
their respective associates (as defined in the Listing Rules), and the existing
shareholders of the Company who own more than 5% of the Company’s
issued share capital, had any interests in the Group’s five largest customers
or suppliers at any time during the year.

RESPONSIBILITIES OF DIRECTORS FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with
International Financial Reporting Standards issued by the International
Accounting Standards Board and the disclosure requirements of the Hong
Kong Companies Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud
or error. Details of responsibilities of directors for the consolidated financial
statements are set out in the Independent Auditor’s Report on page 54.

The Directors are responsible for the proper keeping of accounting record
in order to secure assets of the Company and the Group. The Directors are
also responsible for adopting reasonable measures to prevent and check
any fraudulences and irregularities.

BUSINESS REVIEW

The business review of the Group for the year ended 31 December 2016
is set out in the section headed “Management Discussion and Analysis”
on pages 8 to 18 of this annual report which forms part of this Directors’
Report.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

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

Smartac Group China Holdings Limited
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PRE-EMPTIVE RIGHTS

The is no provision for pre-emptive rights under the Company’s articles
of association or the laws of the Cayman lIslands, which would oblige the
Company to offer new shares on a pro-rata basis to existing shareholders.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of its Directors as at the latest practicable date prior to
the issue of this report, the Company has maintained sufficient public float
as required under the Listing Rules during the year.

NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD

On 5 January 2017, the Group entered into a conditional sale and purchase
agreement with a director of a non-wholly owned subsidiary, Evolve
Consulting Limited (“Evolve”), to dispose of the Group’s entire 51% equity
interests in Evolve and its subsidiary, which engaged in the provision of IT
related services, for a cash consideration of HK$3,950,000 (equivalent to
approximately RMB3,553,000).

Save as disclosed above, there were no other material non-adjusting events
after the reporting period.

AUDITOR
RSM Hong Kong retire, and, being eligible, offer themselves for
re-appointment. A resolution for the re-appointment of RSM Hong Kong will

be put at the forthcoming Annual General Meeting.

By order of the Board

Yang Xin Min
Executive Director

31 March 2017
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Independent Auditor’s Report
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To the shareholders of
Smartac Group China Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Smartac Group China
Holdings Limited (the “Company”) and its subsidiaries (the “Group”) set out on
pages 57 to 144, which comprise the consolidated statement of financial position
as at 31 December 2016, and the consolidated statement of profit or loss and
other comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a true and fair view of
the consolidated financial position of the Group as at 31 December 2016, and
of its consolidated financial performance and its consolidated cash flows for the
year then ended in accordance with International Financial Reporting Standards
(“IFRSs”) issued by the International Accounting Standards Board (the “IASB”)
and have been properly prepared in compliance with the disclosure requirements
of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing
(“HKSAs”) issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”). Our responsibilities under those standards are further described
in the Auditor’s Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Group in
accordance with the HKICPA’s Code of Ethics for Professional Accountants (the
“Code”), and we have fulfilled our other ethical responsibilities in accordance with
the Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were
of most significance in our audit of the consolidated financial statements of the
current period. These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters. The key audit
matters we identified are:

1. Impairment assessment on goodwill and intangible assets of Online-to-
Offline (“O020”) solutions segment; and

2. Impairment assessment on non-current assets of Integrated Digital
Marketing (“IDM”) solutions segment.

Smartac Group China Holdings Limited
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Key Audit Matter
BRELEE

How our audit addressed
the Key Audit Matter
RN EZ WA RIEEEEZEIE

1. Impairment assessment on goodwill and intangible assets of
020 solutions segment

O20f R T =D BB R BN EE 2 BIE 4

Refer to notes 5(c), 5(e), 24 and 25 to the consolidated financial
statements
WARMAR S B SRR MIFES(C) ~ B(e) » 24 %25

The Group recorded goodwill and intangible assets arising from
the acquisition of 51% equity interest in Virtual City Limited and
its subsidiaries in 2013. Goodwill was allocated to the cash
generating unit (“CGU”) of software development and CGU
of hardware installation respectively. The carrying amounts of
goodwill and intangible assets amounting to RMB31,747,000
and RMB38,920,000 as at 31 December 2016 (before
impairment loss for the year), wholly relating to CGU of software
development. Goodwill is required to be tested for impairment
on an annual basis. The 020 solutions segment recorded
operating loss of RMB21,814,000 (before tax and impairment
loss) for the year ended 31 December 2016. This indicated that
the carrying amounts of goodwill and intangible assets under the
020 solutions segment may be impaired.
EEEHRISBEEE =T —=F U Virtual City Limited R &
MEBARSI%RIELHBRELEE - AEREH D EEHRMHH
BHReEABM((ReEEEN]) RBEHLEBEELSBMN - R
ZE-RETZRA=+—H BEKEVEEZREEGKF
AR B S 1B AT ) 9 Bl A A R #E31,747,000 7T & A R #38,920,000
T RHMSMHAERESEEBAEH - HEAGEHITRENR
AR BEZT—AREFTZA=ZT—HIFE  O20ARF RSB
BEREFEROCRITHERREREERN) AR%E21,814,0007T -
ERTRO0BAFT RNV ABRENEE ZREERN LI
1 o

An impairment loss of RMB26,052,000 was made to reduce
the carrying amount of goodwill to its recoverable amount. The
recoverable amount was determined on the basis of value in
use models that required significant management judgement in
making assumptions about budgeted revenues, profit margins,
growth rates and in selecting an appropriate market discount
rates.

MEEIE R ARE26,052,0007T - AEBZ REEAREELA
WEEHE - ZAIRESEDNERBEREMET - BRERE
HEEWA - X EREZBRRIUKEREE cTHBRX
FEEEEARAE -
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Our procedures regarding management’s assessment of
goodwill and intangible assets of 020 solutions segment
included:

EMREREET MO0 R R, B2BHERELEEHNITZE
FEE:

° Evaluating the independent external valuer’s competence,
capabilities and objectivity;

FHEBIIMNERT LA 2 BE - e W FRE

. Assessing the integrity of the value in use model;

ML EREERE L TR

° Challenging the reasonableness of management’s key
assumptions based on our knowledge of the business and
the industry;

BRERMEEEEBRITEZRY  HEEEZ T ERR=Z
BRBRHER

o Reconciling input data to supporting evidence, such as
approved budgets and considering the historical accuracy of
those budgets;
HEMABIRR T FEE(NEEcRE)ETRYE  TEE
HETRE 2 R

e  Assessing the appropriateness of the discount rates used
with the assistance of our internal valuation specialists; and
EABAFEERGE T - FHAFRARREESRE &

. Assessing the adequacy of the disclosures in relation to the

impairment assessment.

HEBEREFGEZRERSRR
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Key Audit Matter
BREFELEE

How our audit addressed
the Key Audit Matter
RN EZ R IBEEEZEIE

(2

Impairment assessment on non-current assets of IDM
solutions segment

GEETHRERATRIBDIERBEE ZBENH

Refer to notes 5(a), 20 and 22 to the consolidated financial
statements
WARMAR S B SRR M FE5(a) ~ 20/ 22

The Group has property, plant and equipment, and construction
in progress of RMB3,825,000, and RMB2,704,000 related
to IDM solutions segment as at 31 December 2016 (before
impairment losses for the year). The IDM solutions segment
recorded operating loss of RMB96,733,000 (before impairment
losses) for the year ended 31 December 2016. This indicated
that the carrying amount of these non-current assets attributable
to the CGU of IDM solutions activities may be impaired. The
directors assessed the recoverable amounts of these assets
therefore.

RZZE—XF+ZA=+—0 " BXEHAEDE  BEKR
HAR¥3,825,0007t REZTIEARKE2,704,000T 75 EF
HERRTRDMEBORGTAFEERERERN) - BE-_Z—X
FH+ZRA=+—RHILFEE GaETEEMATRS BHRELE
18 AR#96,733,0007T (REHHEEER) - ERREBRGAE
THEMATREDRECEEEU IR EEZREEBEAES
TEHURME - Bt - EEEHZZEE 2 TJIRE S REEITTE o

I o

Impairment losses of RMB3,825,000 and RMB2,704,000 were
made on the property, plant and equipment and construction in
progress respectively to reduce the carrying amounts of these
assets to their recoverable amounts, which were determined
based on the value in use model that required significant
management judgement in making assumptions about the
budgeted revenues, profit margins, growth rates and in selecting
an appropriate market discount rates.

HYE BEARSBGLREEIBRSAELREBEARE
3,825,0007T & A R#2,704,0007T * LA ZEE E 2 BREE R
ZHUWOEE  FRASHEDAEHAEBERIET  EEEFE
HEEWA - X EREZBRRIUKEREZEOTHBRX
FEELE AR A E -
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Our procedures regarding management’s assessment of
non-current assets of IDM solutions segment included:

B E R RGeEFIEERRN RO B2 ERBEEANT
ZRRFeE

. Evaluating the independent external valuer’s competence,
capabilities and objectivity;

FHEEIL SNSRI 2 B ~ BENMEBIE

e Assessing the integrity of the value in use model;
FHEEAEEER 2 T

. Challenging the reasonableness of management’s key
assumptions based on our knowledge of the business and
the industry;
BEEMEEEERRITEZRA
ERERHER

HEREZIERRE

o Reconciling input data to supporting evidence, such as
approved budgets and considering the historical accuracy of
those budgets;
REABEE SRR (KB HE)ETRYE  IZE
RETRE 2 FE LM

e  Assessing the appropriateness of the discount rates used
with the assistance of our internal valuation specialists; and
EABTEERGE T - SAFERARREISHRE « &

o Assessing the adequacy of the disclosures in relation to the
impairment assessment.

HEBABRENGZRERERR
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OTHER INFORMATION

The directors are responsible for the Other Information. The Other Information
comprises all the information in the annual report other than the consolidated
financial statements and our auditor's report thereon.

Our opinion on the consolidated financial statements does not cover the Other
Information and we do not and will not express any form of assurance conclusion
thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the Other Information identified above and, in doing
so, consider whether the Other Information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material
misstatement of the Other Information, we are required to report that fact. We
have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated financial
statements that give a true and fair view in accordance with IFRSs issued by the
IASB and the disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is necessary to enable
the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible
for assessing the Group's ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis
of accounting unless the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

The Audit Committee assists the directors in discharging their responsibilities for
overseeing the Group’s financial reporting process.
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Independent Auditor’s Report
B 2B &

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. We report our opinion solely to you, as a body, and for no other purpose.
We do not assume responsibility towards or accept liability to any other person
for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error, design and perform
audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the Group’s
internal control.

Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by
the directors.

Conclude on the appropriateness of the directors' use of the going concern
basis of accounting and, based on the audit evidence obtained, whether
a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention
in our auditor's report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our
auditor's report. However, future events or conditions may cause the Group
to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated
financial statements, including the disclosures, and whether the
consolidated financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to express
an opinion on the consolidated financial statements. We are responsible for
the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

Smartac Group China Holdings Limited
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Independent Auditor’s Report
B 2B &

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (Continued)

We communicate with the Audit Committee regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we have complied
with relevant ethical requirements regarding independence, and to communicate
with them all relationships and other matters that may reasonably be thought to
bear on our independence, and where applicable, related safeguards.

From the matters communicated with the Audit Committee, we determine those
matters that were of most significance in the audit of the consolidated financial
statements of the current period and are therefore the key audit matters. We
describe these matters in our auditor's report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh
the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor's
report is Mr. Chris Wong Wo Cheung.

RSM Hong Kong
Certified Public Accountants
Hong Kong

31 March 2017
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

melEmEAtEEKER

For the year ended 31 December 2016

HZE —RNETZR=+—HILEE
2016 2015
—~nE —T—RF
Note RMB’000 RMB’000
o ARET T ARET T
CONTINUING OPERATIONS HEKEEK
Revenue WA 8 24,319 33,559
Fair value gain of investment properties BEEWMER R BERE 21 3,700 3,660
Other income EAn A 9 7,311 8,336
Hardware, telecom and direct operation costs @14 + Bl R EZE L E KA (14,658) (21,689)
Employee benefits expenses ETRMNEA 14 (34,591) (32,072)
Other operating expenses HigEE R (26,172) (25,568)
Depreciation e (3,131) (11,917)
Amortisation of intangible assets BTG (9,027) (6,472)
Amortisation of long-term prepayments R EATE S SR 8 28 (20,811) (33,589)
Impairment loss on available-for-sale AfHEeREERBEERE
financial assets 29 (1,600) (600)
Impairment loss on non-current assets FEREBEERERRE 20(c) (6,529) (44,864)
Impairment loss on goodwiill HEREEE 24 (26,052) (26,449)
Provision for onerous contracts BRMEOEE 34(b) (50,575) -
Gain/(loss) on disposal of a subsidiary HE B AR IRE
(B#) 45 46 (1,370)
Loss from operations KEEE (157,770) (158,035)
Finance costs U %N 11 (888) (2,590)
Share of result of an associate B — S AREE 27 (524) (197)
Impairment loss on investment in an associate H &N 518 & REK B 27 = (7,224)
Loss before tax FREL RIS 1B (159,182) (168,046)
Income tax credit/(expense) Friggige, (BH) 12 1,284 (1,242)
Loss for the year from continuing REFELEERNEEFE
operations 13 (157,898) (169,288)
DISCONTINUED OPERATIONS ERILFEREER
Profit for the year from discontinued REDRIFELEEBNEE
operations Y 17 - 25,979
Loss for the year REEZEIE (157,898) (143,309)
Other comprehensive income for the year, ZAREEHMEEUE (FiE)
net of tax
Items that may be reclassified to profit or loss: A& IHEEaA1EE -
Exchange differences reclassified to profit or A EEMBARIFEHRHESE
loss on disposal of subsidiaries B miE X =5 45 (51) (96,671)
Exchange differences on translating foreign BREBINEBEERNIEN =58
operations 2,170 4,952
Total comprehensive income for the year AEEE2HMWFLE (155,779) (235,028)

Smartac Group China Holdings Limited FEEEERIERER AR
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

melEmBEAtEERER

For the year ended 31 December 2016

HZE —RETZA=t+—BILHFE
2016 2015
—nE —T—RF
Note RMB’000 RMB’000
Ff 5 ARET T ARETT
Loss for the year attributable to: BUF A LR AR E 518
Owners of the Company FN/NSI (146,762) (128,058)
Non-controlling interests FEIRIR I (11,136) (15,251)
(157,898) (143,309)
Loss for the year attributable to: DTATEERFEEEE :
Owners of the Company PN ﬁ/lvﬁ
- continuing operations —BEKEERG (146,762) (154,037)
— discontinued operations = E%@Jt?*%f%““%i% - 25,979
(146,762) (128,058)
Non-controlling interests FEFERR s
- continuing operations ii“’““%ﬁ% (11,136) (15,251)
— discontinued operations —BRIEBBREER = -
(11,136) (15,251)
Total comprehensive income for the year DLTATEGEEAEEZEA
attributable to: Wis 58 -
Owners of the Company AN B RRER (144,329) (220,486)
Non-controlling interests RS (11,450) (14,542)
(155,779) (235,028)
Total comprehensive income for the year LT ATELEAFEERH
attributable to: Wz 4azg -
Owners of the Company AR EIRE
— continuing operations —REREEE (144,329) (149,793)
- discontinued operations —BRIERBBREER = (70,693)
(144,329) (220,486)
Non-controlling interests IR B
- continuing operations —FHEREETS (11,450) (14,542)
— discontinued operations —BRIEFEREEE = -
(11,450) (14,542)
LOSS PER SHARE FREE
Basic loss per share (cents) GRELEB(ARES) 19(a)
From continuing operations REAFELEER (3.66) (4.09)
From discontinued operations REBRILSEREER = 0.69
(3.66) (3.40)
Diluted loss per share (cents) FREEER(ARKES) 19(b)
From continuing operations REFBELEETE (3.66) (4.09)
From discontinued operations REDRILIFELEER = 0.69
(3.66) (3.40)
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Consolidated Statement of Financial Position

IR R

At 31 December 2016

R-T—R"E+-A=+—8

2016 2015
—E—REF —E-hF
Note RMB’000 RMB’000
B3 ARBT T ARET T
Non-current assets FRBEE

Property, plant and equipment ME - R NRE 20 10,728 13,949
Investment in an associate R—EEE A RRE 27 3,480 4,004
Investment properties wEMEME 21 54,000 50,300
Construction in progress EEIR 22 - 64
Prepaid land lease payments T ETEMRK 23 2,118 2,174
Goodwiill [EES 24 5,695 31,747
Intangible assets EREE 25 38,920 37,943
Long-term prepayments REFFERK 28 = =
Other receivables H At IR 32(c) - 212
Available-for-sale financial assets AL ESREE 29 = -
114,941 140,393

Current assets REBEE
Prepaid land lease payments T AEBMNK 23 56 56
Other investments HRE 30 4,000 24,010
Inventories FE 31 1,339 2,624
Trade and other receivables JRE U B 50 B LAt FE SR 32 27,180 29,375
Due from a related party JE Uy — £ BB 5 R0 49(c) = 726
Tax assets HBAE = 52
Pledged bank deposits EHEMRITIFR 33 592 -
Bank and cash balances RITRR ST 33 99,953 95,515
133,120 152,358

Current liabilities nRBEE
Trade and other payables JRE 1<} AR 3% % L A AF 3R 34(a) 36,452 27,812
Provision for onerous contracts BRMEOEE 34(b) 50,575 -
Contingent payables AR FE IR 38 = =
Due to directors FENEEKIA 35 248 6,574
Due to a related party e — & BARE 5 308 49(c) = 130
Bank loans RITER 36 15,000 17,368
Due to an associate FEA— R A A RIFUAE 27(a) = 9,625
Current tax liabilities EHNIEAE 92 1,212
102,367 62,721
Net current assets RENEEFEE 30,753 89,637
Total assets less current liabilities REERRBEE 145,694 230,030

Smartac Group China Holdings Limited FEEEERIERER AR
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Consolidated Statement of Financial Position

R IR R

At 31 December 2016

RZZE—RE+ZA=+—8H

2016 2015
—E-RE —
Note RMB’000 RMB’000
B ARBT T ARETT
Non-current liabilities FEREBEE
Convertible bonds ARk ES 37 - -
Deferred tax liabilities REERIAAR 39 8,207 8,674
8,207 8,674
NET ASSETS FEE 137,487 221,356
Capital and reserves EXREHE
Share capital R& A 40 214,067 178,589
Reserves & 42(a) (121,774) (16,288)
Equity attributable to owners of the Company 272 &A% 3 (5 #E %5 92,293 162,301
Non-controlling interests RS 45,194 59,055
TOTAL EQUITY AR 137,487 221,356

Approved by the Board of Directors on 31 March 2017 and are signed on its behalf by:
EFER 2 FZA=T—ARAERHATIALIRREETEES
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Consolidated Statement of Changes in Equity

REERmEER

Attributable to owners of the Company

For the year ended 31 December 2016

HE-T—

RNETZAZ+-BILEE

ARARFEE
Foreign Non-
Share Share-based currency controlling
Share premium Merger  Statutory payment translation Capital Other  Accumulated interests
capital account reserve reserve reserve reserve reserve reserve losses Total (NCP") Total
FERRR
BE  RBEER  ANRE R ROSHREE  EXBE  BKEE  ERBE iEE &3 (F8ERER) &5t
RMBOOO  RMBOO0  RMBOO0  RMBOOO  RMBOO0  RMBOOO  RWB'O00  RMBOOO  RMBOOD  RMBOO0  RMB'00O RMB'000
ARETL  ARETR  ARBTR  ARETR  ARETR  ARETR  ARETR  ARETR  ARBTR  ARMTR  ARETr  ARMTR
(note 40)  (note 42(0)fl)  (note 420bJ(l) (note 42(b)fi) (note 42(b)iv)  (note 420bJ(v) (note 42 (b)(vl (note 42 (o))
(H40) (ko) (Riizdool) (Wsssain) (MEdopi) (Hd20) (4200 (b))
At1 January 2015 R=F-1%-A-A 164,397 840,792 (11,085 95,452 1,759 (4,067) = = (870,04¢) 207,214 63817 271,031
Total comprehensive income for the year TERRENGEE - - - - - (92,428 - - (128,068 (220,486) (14,542) (235,008
Transfer of statutory resenves ETREEY S o = 172 o = S S (172) S S o
Dividend paid to NCI ERFERERRE - - - - - - - - - - (194 (194
Deemed acapisiton of NCI BRlEmRER - - - - - - - - 9,859) 9,859) 9858 -
Acquisition of NCI [y - - - - - 5 (9619 - (26912) (36,478) 450 (36,028)
Issue of new shares upon placement (note 40c) RERETHRH(H00) 13941 125,407 - - - - - - - 130,348 - 139,348
Issue of new shares upon conversion of HATEREEREAHRG
convertible bonds (note 40(a) (H40) 5778 46,813 - - - - - - - 52,601 - 52,591
Issue of new shares upon consideration shares RERERABRTRRE
granted fnote 40(c) (o) 4473 25,497 - - - - - - - 29970 - 29970
Disposal of discontinued operations HERKEEISER - - 11,085 (95,452) - - - 8,385) R.752 - 2% 24
Disposal of a subsidiaryote 43(0) HE-RRBAA(Hies() - - - - - - - - - - (338) (359)
Lapse of share options granted BEEERYC
In prior years ERExH - - - - 429) - - - 43 - - -
Changes i equity for the year TERERED 21,192 197,717 11,085 (95,280) (423 (92,378) 9619 [8,385) (71,825 (44913 [4762) (49,675)
At 31 December 2015 and
1 January 2016 178589 1,038,509 - 172 1,336 (96432 (9619 8,385) (941,869) 162,301 59,055 221356
Total comprehensive income TERRENEEE
forthe year - - - - - 243 - - (6760 (144329 (11450)  (155779)
Disposal of a subsidiary HE-BHELA
[note 45(a) (Fita5(e) - - - - - - - - - - (284) (284)
Issue of new shares upon RERSANRA
placement (note 40(d) (Hisk40(d) 35478 36,715 - - - - - - - 72193 - 72193
Disposal ofinterest to NCI {note 451b) TEARER S8R (FiTasp) - - - - - 65 - - 1972 2037 (2,03) 1
Deemed acquisiton of NCI BRlEErRER - - - - - - - - 91 9 (1) -
Lapse of share options granted in prior years BEEERLZBRELK - - - - (1,336) - o o 1,3% . - -
Changes in equiy for the year FERRERY 3478 36,715 - - (1,336) 2,498 - - (43363 (0008 (13861  (63869)
At 31 December 2016 W-E-7E+-A=1-A 214067 1,075,224 = 172 = (93,934) (9,619) (8,385) (1,085,232 92,293 45,194 137,487
Smartac Group China Holdings Limited FEEEERIERER AR
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Consolidated Statement of Cash Flows
mERERER

For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

2016 2015
—E—RF —E-hF
Note RMB’000 RMB’000
B3 ARET T ARETT
CASH FLOWS FROM OPERATING RETHEEZRESRE
ACTIVITIES
(Loss)/profit before tax BRELAT(E51R),SH T
Continuing operations FECE R (159,182) (168,046)
Discontinued operations BRI ECEEL = 26,266
(159,182) (141,780)
Adjustments for: KRR
Depreciation e 3,131 13,015
Amortisation of prepaid land lease payments -+ b8 & T8 1< 501 56 1,246
Amortisation of intangible assets AR 9,027 8,442
Amortisation of long-term prepayments K EATE S SR B 20,811 33,589
Interest income FLEWA (211) (a7
Interest expenses on bank loans wholly ARAFANBHEEZRIT
repayable within five years BHAEZH 888 1,326
Other finance costs H A B A AN = 6
Interest expenses on convertible bonds BB ARG 2 2 TR R E
measured at amortised cost FH BT H = 1,439
Allowance for inventories FERE 438 552
Reversal of allowance for trade receivables JREE ST R 4 [ (12) (466)
Allowance for trade receivables e AR TR 1 153 242
Impairment loss on other receivables H b R FORE BB 2,683 4,050
Impairment loss on non-current assets JEmENE EREETE 6,529 44,864
Impairment loss on goodwill mEREEE 26,052 26,449
Impairment loss on available-for-sale A EeREEL
financial assets BIEEE 1,600 600
Write-off of property, plant and equipment ME - BWE MR B 132 24
Write-off of construction in progress T2 48 53
Write-off of intangible assets A EME 1,392 -
Change in fair value of contingent payables SAENFIBEN AR BELEE = (2,649)
Change in fair value of investment properties & Y2 KA B (3,700) (3,660)
Share of result of an associate Y /N E 524 197
Impairment loss on investment in an —MHEE R RIRERE
associate &8 = 7,224
Gain on disposal of property, HEME BEREED
plant and equipment Wras (28) -
Gain on disposal of construction in progress & ER TIZe U (723) -
Gain on disposal of intangible assets HEEREENKE (948) -
Gain on disposal of subsidiaries HEWB A RAKE (46) (44,155)
Provision for onerous contracts BEMEOEE 50,575 -
Foreign exchange loss i B8 = 7
Operating loss before working capital changes %84 £ &8/l 2 K2 &8 (40,806) (48,692)
Decrease in inventories FERD 815 470
(Increase)/decrease in trade and R LS B R L i P UK 3R
other receivables (), wW (472) 3,460
Decrease/(increase) in due from a FE U — 2 BRESE 5 3R
related party () 726 (458)
Decrease in trade and other payables 1T B SR R L At £ R0 (11,877) (4,283)
(Decrease)/increase in due to directors R EEFRECORD), LN (6,326) 9,566
(Decrease)/increase in due to FES — & BRRE T RIE
a related party GV it (127) 1,074
Cash used in operating activities KETHRERZIRS (58,067) (38,863)
Income taxes paid BFEEL (251) (2,580)
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Consolidated Statement of Cash Flows

AN

""T\ IE%”“’E?:E For the year ended 31 December 2016
HZE —RNFE+ZA=+—HBIEFE

2016 2015

—~nE —T—RF

Note RMB’000 RMB’000

o ARBT T ARET T

Net cash used in operating activities KREFHRAZERS (58,318) (41,443)

CASH FLOWS FROM INVESTING REEBEEY

ACTIVITIES ReRE
Increase in pledged bank deposits BB RITIF RGN (592) -
Receipt of other investments WER E i 15 & 24,190 -
Purchase of other investments BEHMIRE (4,000) (24,010)
Purchase of available-for-sale financial assets BEE At HESFEE (1,600) (600)
Disposals of subsidiaries, net of cash HEMBAR B K%IEE% 45 (522) (8,717)
Purchases of property, plant and equipment  BEE W% - fE L&RE (217) (3,811)
Payment for amount due to an associate YA — AR A (9,625) -
Proceeds from disposal of intangible assets HEBFEEMSHKIE 950 -
Proceeds from disposal of construction HEERETIREME UJA’IE

in progress 723 -
Proceeds from disposal of property, plant and HE¥E - HE L EXE

equipment SRR 256 =
Payment for construction in progress SEETRRIEA (6,943) (13,769)
Payment for intangible assets Y REREERIEA (10,992) (14,532)
Payment for long-term prepayments Y RHBEAK = (5,425)
Bank interests received W ER SR 1T 12, 31 17
Net cash used in investing activities REEBHFERAZFRS (8,341) (65,847)
CASH FLOWS FROM FINANCING METDEES

ACTIVITIES ReRE
Repayment of bank loans EEBIRITER (22,868) (16,597)
Bank loans raised EBERRITER 20,500 19,562
Acquisition of non-controlling interests Hﬂlﬁﬁéﬂ e #E = (36,028)
Proceeds from issue of shares, net BTG ETE ?AIE;%?%\ 72,193 139,348
Dividend paid to non-controlling interests FERERE I EaTils = (194)
Interests and other finance cost paid 3‘21‘T?'JEK&E§1&EM%W$ (888) (1,332)
Net cash generated from financing activites — BI& EBEA 2 FR S 68,937 104,759
NET INCREASE/(DECREASE) IN CASH AND B&RRSZEWEM,/

CASH EQUIVALENTS OB ) 358 2,278 (2,531)
Effect of foreign exchange rate changes fE RSB 258 2,160 4,927
CASH AND CASH EQUIVALENTS R—B—HBZEBE2R

AT 1 JANUARY BEEEY 95,515 93,119
CASH AND CASH EQUIVALENTS RTZA=+—-B2ZRER

AT 31 DECEMBER REZEY 99,953 95,515
ANALYSIS OF CASH AND CASH RERES

EQUIVALENTS ZEY M
Bank and cash balances TRBSET 33 99,953 95,515

Smartac Group China Holdings Limited PEEEEEZERERAR
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Notes to the Consolidated Financial Statements

RE B IRR MR

GENERAL INFORMATION

Smartac Group China Holdings Limited (the “Company”) was incorporated
on 18 July 2000 in the Cayman Islands as an exempted company with
limited liability under the Companies Law of the Cayman Islands. The
address of its registered office is Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman, KY1-1111, Cayman Islands. The address of
its principal place of business is 5/F, Block A, No. 18 North Xizang Road,
Shanghai, 200085, the People’s Republic of China (the “PRC”). The
Company’s shares are listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The principal activities
of its subsidiaries are set out in note 26 to the consolidated financial
statements.

In the opinion of the directors of the Company, as at 31 December 2016, Mr.
Yang Xin Min is the ultimate controlling party of the Company.

BASIS OF PREPARATION

These consolidated financial statements have been prepared in accordance
with all applicable International Financial Reporting Standards (“IFRSs”)
issued by the International Accounting Standards Board (“IASB”). IFRSs
comprise International Financial Reporting Standards (“IFRS”); International
Accounting Standards (“IAS”); and Interpretations. These consolidated
financial statements also comply with the applicable disclosure provisions
of the Rules Governing the Listing of Securities on The Stock Exchange and
with the disclosure requirements of the Hong Kong Companies Ordinance
(Cap. 622). Significant accounting policies adopted by the Group are
disclosed below.

The IASB has issued certain new and revised IFRSs that are first effective or
available for early adoption for the current accounting period of the Group.
Note 3 provides information on any changes in accounting policies resulting
from initial application of these developments to the extent that they are
relevant to the Group for the current and prior accounting periods reflected
in these consolidated financial statements.

ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS

(a) Application of new and revised IFRSs

The IASB has issued a number of new and revised IFRSs that are first
effective for annual periods beginning on or after 1 January 2016. None
of these developments have had a material effect on how the Group’s
results and financial position for the current or prior periods have been
prepared or presented.

Annual Report 2016

For the year ended 31 December 2016
BE —RNETZR=t+—HILEE

PREBREEEERERAT(ARATF]) IRE
HERESQARER_EZTF AT+ /N\AEH
EREAMRLAZBREAR AT - KRR
fift 3 = FE 1 & Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman, KY1-1111,
Cayman Islands ° & 2 & ¥ it A9 2 AR 1
Bl([HE]) EEmELRARMILEI8HKMITR
HARESIE « RATIZROEBABMERHNE
PRAEI (B AT ) ER £ -

ARAEZ—REZERAR - EMBAREE
EBRNEGE B RMAM 126 o

AREEERR R_T—RF+-A=+—
B B RAERARBREEST -

mBLEE

ZEGAVBRRDIBEER G LN E
((HEREAEARES ) EMN— tﬂm?ﬁﬁ’]l
% B 75 o o 22 B ([ B R B S 3R 5 2B B | ) 377 /R
5o BRI ME ER B BRI E RS ER
([EPR R EER ) - B ER (BB
B ER ) RRE - ZEHFEMBMRIER
ERARBRMES WA EGERXARE
BRANHED(F6228 ) WRERTE - AEERMK
MEEGFTRRN T RE

B gt EAZ B g BMmE T REER]
MBI S mEER - ZEEARAEEEH
BT EIR RS AT AR R R o M EE3H D
NEHBFetHREEARKARANEER
M ER M RN AL S BRRANE
AEFTBRES -

BRANETET I RS AT B P B A 3R 5 22 A

(a) FERIFTAT RARIERT B B 53R 5 22 A

ERR @ 3 A1 B E A6 S B 5T R
BTERMBRE LA - SRR
—RE—A—ARZ BB FEBEE
WM o %S BT EAR B SR 4
PS4 J2 8 TSRO 10 48 B 2 515 =
EAYE -

2016 FEHE



Notes to the Consolidated Financial Statements

nVT\

B BRI

3. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (Continued)

(a)

(b)

Application of new and revised IFRSs (Continued)

Recent IFRS developments which are required to be adopted in
annual accounting periods beginning on or after 1 January 2016

Amendments to IAS 1 Presentation of Financial Statements:
Disclosure Initiative

The amendments to IAS 1 clarify, rather than significantly change,
existing IAS 1 requirements. The amendments clarify various
presentation issues relating to:

. Assessment of materiality versus minimum disclosure
requirements of a standard.

. Disaggregation of specific line items in the statement(s) of profit
or loss and other comprehensive income and the statement
of financial position. There is also new guidance on the use of
subtotals.

e  Confirmation that the notes do not need to be presented in a
particular order.

o Presentation of other comprehensive income items arising from
equity-accounted associates and joint ventures.

New and revised IFRSs in issue but not yet effective

The Group has not early applied new and revised IFRSs that have
been issued but are not yet effective for the financial year beginning on
1 January 2016. These new and revised IFRSs include the following
which may be relevant to the Group.
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Amendments to IAS 7 Statement of Cash
Flows: Disclosure initiative

Amendments to IAS 12 Income Taxes:
Recognition of deferred tax assets for
unrealised losses

IFRS 9 Financial Instruments

IFRS 15 Revenue from Contracts with
Customers

Amendments to IFRS 2 Share-based
Payment: Classification and measurement
of share-based payment transactions

Amendments to IFRS 4 Insurance
Contracts: Applying IFRS 9 Financial
Instruments with IFRS 4 Insurance
Contracts

IFRS 16 Leases

Amendments to IFRS 10 Consolidated
Financial Statements and IAS 28
Investments in Associates and Joint
Ventures: Sale or contribution of assets
between an investor and its associate or
joint venture

ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (Continued)

(b) New and revised IFRSs in issue but not yet effective (Continued)

Effective for
accounting periods
beginning on or after

1 January 2017

1 January 2017

1 January 2018

1 January 2018

1 January 2018

1 January 2018

1 January 2019

To be determined

The Group is in the process of making an assessment of what the
impact of these amendments and new standards is expected to be in
the period of initial application. So far the Group has identified some
aspects of the new standards which may have a significant impact on
the consolidated financial statements. Further details of the expected
impacts are discussed below. As the Group has not completed its
assessment, further impacts may be identified in due course.
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For the year ended 31 December 2016
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3. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL 3.
REPORTING STANDARDS (Continued)

SRANFHT AT B ARAE BT B BR B 35 3R o5 22 B ()

(b) T HEM B R A WA HET R AR IS 7T B B B

(b) New and revised IFRSs in issue but not yet effective (Continued)

IFRS 9 Financial Instruments

The standard replaces IAS 39 Financial Instruments: Recognition and
Measurement.

The standard introduces a new approach to the classification of
financial assets which is based on cash flow characteristics and the
business model in which the asset is held. A debt instrument that
is held within a business model whose objective is to collect the
contractual cash flows and that has contractual cash flows that are
solely payments of principal and interest on the principal outstanding
is measured at amortised cost. A debt instrument that is held within
a business model whose objective is achieved by both collecting
the contractual cash flows and selling the instruments and that has
contractual cash flows that are solely payments of principal and interest
on the principal outstanding is measured at fair value through other
comprehensive income. All other debt instruments are measured at fair
value through profit or loss. Equity instruments are generally measured
at fair value through profit or loss. However, an entity may make an
irrevocable election on an instrument-by-instrument basis to measure
equity instruments that are not held for trading at fair value through
other comprehensive income.

The requirements for the classification and measurement of financial
liabilities are carried forward largely unchanged from IAS 39 except that
when the fair value option is applied changes in fair value attributable
to changes in own credit risk are recognised in other comprehensive
income unless this creates an accounting mismatch.

IFRS 9 introduces a new expected-loss impairment model to replace
the incurred-loss impairment model in IAS 39. It is no longer necessary
for a credit event or impairment trigger to have occurred before
impairment losses are recognised. For financial assets measured at
amortised cost or fair value through other comprehensive income,
an entity will generally recognise 12-month expected credit losses.
If there has been a significant increase in credit risk since initial
recognition, an entity will recognise lifetime expected credit losses. The
standard includes a simplified approach for trade receivables to always
recognise the lifetime expected credit losses.

The de-recognition requirements in IAS 39 are carried forward largely
unchanged.

IFRS 9 substantially overhauls the hedge accounting requirements in
IAS 39 to align hedge accounting more closely with risk management
and establish a more principle based approach.

The new expected credit loss impairment model in IFRS 9 may result
in the earlier recognition of impairment losses on the Group’s trade
receivables and other financial assets. The Group is unable to quantity
the impact until a more detailed assessment is completed.
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ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (Continued)

(b) New and revised IFRSs in issue but not yet effective (Continued)

IFRS 15 Revenue from Contracts with Customers

IFRS 15 replaces all existing revenue standards and interpretations.

The core principle of the standard is that an entity recognises revenue
to depict the transfer of goods and services to customers in an amount
that reflects the consideration to which the entity expects to become
entitled in exchange for those goods and services.

An entity recognises revenue in accordance with the core principle by
applying a 5-step model:

1. ldentify the contract with a customer
2. ldentify the performance obligations in the contract
3. Determine the transaction price

4.  Allocate the transaction price to the performance obligations in the
contract

5. Recognise revenue when or as the entity satisfies a performance
obligation

The standard also includes comprehensive disclosure requirements
relating to revenue.

The Group is currently assessing the impacts of adopting IFRS 15 on
the consolidated financial statement.

The Group is unable to estimate the impact of the new standard on
the consolidated financial statements until a more detailed analysis is
completed.
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For the year ended 31 December 2016
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3. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL 3.
REPORTING STANDARDS (Continued)
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(b) New and revised IFRSs in issue but not yet effective (Continued)

IFRS 16 Leases
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IFRS 16 replaces IAS 17 Leases and related interpretations. The new
standard introduces a single accounting model for lessees. For lessees
the distinction between operating and finance leases is removed and
lessees will recognise right-of-use assets and lease liabilities for all

leases (with optional exemptions for short-term leases and leases of
low value assets). IFRS 16 carries forward the accounting requirements
for lessors in IAS 17 substantially unchanged. Lessors will therefore
continue to classify leases as operating or financing leases.

The Group’s office property leases are currently classified as operating
leases and the lease payments (net of any incentives received from
the lessor) are recognised as an expense on a straight-line basis over
the lease term. Under IFRS 16 the Group may need to recognise and
measure a liability at the present value of the future minimum lease
payments and recognise a corresponding right-of-use asset for these
leases. The interest expense on the lease liability and depreciation on
the right-of-use asset will be recognised in profit or loss. The Group’s
assets and liabilities will increase and the timing of expense recognition
will also be impacted as a result.

As disclosed in note 47, the Group’s future minimum lease payments
under non-cancellable operating leases for its office properties
amounted to RMB4,604,000 as at 31 December 2016. The Group will
need to perform a more detailed assessment in order to determine
the new assets and liabilities arising from these operating leases
commitments after taking into account the transition reliefs available in
IFRS 16 and the effects of discounting.

N SRR ARAERAE A MmN
EREBEEENHENRERER )
B8 B E R ABRERE S &
EJri‘iﬂ‘J%W%lﬁﬁ%%tlﬁﬂﬁﬂ’JaquJ%EE%E;E
Bt KBS REEAKEEDE
E*“%fﬂf‘kﬂﬁfﬁ °

AEENBRANEEEBM DB RKEEH
& - HEFIEEHB LA A TR E
B RN EEMARAERERARIE -
RIBER I 3RS AR E165% - AEET
EFHZEHEERRKEEEFRNR
ERBNTEAR  YEIZFHENH
EEREEE - BEARMNMNE S RE
%F@Eﬁ?é’]?ﬁ%ﬁﬁﬁ’\%@mqﬂﬁﬁw AEH
MEEKEESEMEFTENE X #R

WRETEXEPE -

BAKEATETEE R —XRF+=A
=+—8 AEEFREPAEMENTA
B EREBE THARARREBEREA
AR¥4,604,0007T - AEEEFHEITERF
BTG - URZEERME RS ERSE
1BRAFNBELHERMBATER BT
ZECERERENMEENNEERARE -

4. SIGNIFICANT ACCOUNTING POLICIES 4. SETBER

These consolidated financial statements have been prepared under the RTINS BRSEMlE(RIREEYE)
historical cost convention, unless mentioned otherwise in the accounting IN RERAEVBRREOERFEL KA ERRR -
policies below (e.g. investment properties).
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The preparation of financial statements in conformity with IFRS requires the
use of certain critical accounting estimates. It also requires the directors to
exercise its judgement in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the consolidated
financial statements are disclosed in note 5.
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The significant accounting policies applied in the preparation of these
consolidated financial statements are set out below.
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For the year ended 31 December 2016

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

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

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

The gain or loss on the disposal of a subsidiary that results in a loss
of control represents the difference between (i) the fair value of the
consideration of the sale plus the fair value of any investment retained
in that subsidiary and (ii) the Company’s share of the net assets of that
subsidiary plus any remaining goodwill and any accumulated foreign
currency translation reserve relating to that subsidiary.

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

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

(a)

(b)

Consolidation (Continued)

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

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

In the Company’s statement of financial position, an investment in a
subsidiary is stated at cost less impairment loss, unless the investment
is classified as held for sale (or included in a disposal group that is
classified as held for sale).

Business combination and goodwill

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

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

In a business combination achieved in stages, the previously held
equity interest in the subsidiary is remeasured at its acquisition-date
fair value and the resulting gain or loss is recognised in consolidated
profit or loss. The fair value is added to the sum of the consideration
transferred in a business combination to calculate the goodwill.

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

(b) Business combination and goodwill (Continued)

(c)

After initial recognition, goodwill is measured at cost less accumulated
impairment losses. For the purpose of impairment testing, goodwill
acquired in a business combination is allocated to each of the cash-
generating units (“CGUs”) or groups of CGUs that is expected to
benefit from the synergies of the combination. Each unit or group
of units to which the goodwill is allocated represents the lowest
level within the Group at which the goodwill is monitored for internal
management purposes. Goodwill impairment reviews are undertaken
annually, or more frequently if events or changes in circumstances
indicate a potential impairment. The carrying value of the CGUs
containing the goodwill is compared to its recoverable amount, which
is the higher of value in use and the fair value less costs of disposal.
Any impairment is recognised immediately as an expense and is not
subsequently reversed.

Associates

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

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

The Group’s share of an associate’s post-acquisition profits or losses
and other comprehensive income is recognised in consolidated
statement of profit or loss and other comprehensive income. When
the Group’s share of losses in an associate equals or exceeds its
interest in the associate (which includes any long-term interests that, in
substance, form part of the Group’s net investment in the associate),
the Group does not recognise further losses, unless it has incurred
obligations or made payments on behalf of the associate. If the
associate subsequently reports profits, the Group resumes recognising
its share of those profits only after its share of the profits equals the
share of losses not recognised.
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Notes to the Consolidated Financial Statements

R BB IRAR MR

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c) Associates (Continued)

(d)

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

Unrealised profits on transactions between the Group and its
associates are eliminated to the extent of the Group’s interests in the
associates. Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of associates have been changed where necessary
to ensure consistency with the policies adopted by the Group.

Foreign currency translation

1)

(i)

Functional and presentation currency

ltems included in the financial statements of each of the Group’s
entities are measured using the currency of the primary economic
environment in which the entity operates (the “functional
currency”). The consolidated financial statements are presented
in Renminbi (“RMB”) which is the Company’s presentation
currency and the functional currency of the principal operating
subsidiaries of the Group. The Company’s functional currency
is Hong Kong dollars (“HK$”). The directors consider that
choosing RMB as the presentation currency best suits the need of
shareholders and investors.

Transactions and balances in each entity’s financial
Sstatements

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

Non-monetary items that are measured at fair value in foreign
currencies are translated using the exchange rates at the dates
when the fair values are determined.

When a gain or loss on a non-monetary item is recognised in other
comprehensive income, any exchange component of that gain or
loss is recognised in other comprehensive income. When a gain
or loss on a non-monetary item is recognised in profit or loss, any
exchange component of that gain or loss is recognised in profit or
loss.
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Notes to the Consolidated Financial Statements

RE B IRR MR

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Foreign currency translation (Continued)

(e)

(iii)  Translation on consolidation

The results and financial position of all the Group entities that have
a functional currency different from the Company’s presentation
currency are translated into the Company’s presentation currency
as follows:

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

— Income and expenses are translated at average exchange
rates for the period (unless this average is not a reasonable
approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case income
and expenses are translated at the exchange rates on the
transaction dates); and

— All resulting exchange differences are recognised in other
comprehensive income and accumulated in the foreign
currency translation reserve.

On consolidation, exchange differences arising from the
translation of monetary items that form the part of the net
investment in foreign entities and of borrowings are recognised in
the other comprehensive income and accumulated in the foreign
currency translation reserve. When a foreign operation is sold,
such exchange differences are reclassified to consolidated profit
or loss as part of the gain or loss on disposal.

Goodwill and fair value adjustments arising on the acquisition of
a foreign entity are treated as assets and liabilities of the foreign
entity and translated at the closing rate.

Property, plant and equipment

Property, plant and equipment including buildings for administrative
purposes (other than properties under construction as described
below), are stated in the consolidated statement of financial position
at cost, less subsequent accumulated depreciation and subsequent
accumulated impairment losses, if any.

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

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

U]

(9)

Property, plant and equipment (Continued)

Depreciation of property, plant and equipment is calculated at rates
sufficient to write off their cost less their residual values over the
estimated useful lives on a straight-line basis. The principal annual rates
are as follows:

Buildings and leasehold
improvement

Machinery and equipment

Office equipment and fixtures

3.33% - 33.33%, over the lease term

4.55% - 25%
12.5% - 33.33%, over the lease term
Motor vehicles 12.5% - 25%

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

Construction in progress represents buildings under construction and
plant and equipment pending installation, and is stated at cost less
impairment losses. Depreciation begins when the relevant assets are
available for use.

The gain or loss on disposal of property, plant and equipment is the
difference between the net sales proceeds and the carrying amount of
the relevant asset, and is recognised in profit or loss.

Investment properties

Investment properties are land and/or buildings held to earn rentals
and/or for capital appreciation. An investment property is measured
initially at its cost including all direct costs attributable to the property.

After initial recognition, the investment properties are stated at its fair
value based on valuation by an external independent valuer. Gains or
losses arising from changes in fair value of the investment properties
are recognised in profit or loss for the period in which they arise.

The gain or loss on disposal of investment properties is the difference
between the net sales proceeds and the carrying amount of the
property, and is recognised in profit or loss.

Operating leases
()  The Group as lessee

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

Prepaid land lease payments are stated at cost and subsequently
amortised on the straight-line basis over the remaining term of the
lease.

(i) The Group as lessor

Leases that do not substantially transfer to the lessees all the
risks and rewards of ownership of assets are accounted for
as operating leases. Rental income from operating leases is
recognised on a straight-line basis over the term of the relevant
lease.
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Notes to the Consolidated Financial Statements

RE B IRR MR

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h) Research and development expenditure

0]

Expenditure on research activities is recognised as an expense in the
period in which it is incurred. An internally generated intangible asset
arising from the Group’s software development is recognised only if all
of the following conditions are met:

— An asset is created that can be identified (such as software and
new processes);

— Itis probable that the asset created will generate future economic
benefits; and

—  The development cost of the asset can be measured reliably.

Internally generated intangible assets are stated at cost less
accumulated amortisation and impairment losses. Amortisation is
calculated on a straight-line basis over their estimated useful lives
of 5 years. 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.

Intangible assets acquired in a business combination and
acquired separately

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

Subsequent to initial recognition, intangible assets acquired in
a business combination are reported at cost less accumulated
amortisation and accumulated impairment losses, on the same basis as
intangible assets acquired separately.

Amortisation of intangible assets is charged to profit or loss on a
straight line basis over their estimated useful lives as follows:

Backlog 1.4 years
Technical know-how 5 years
Operating license 22 years
Software development costs 5 years

Both the period and method of amortisation are reviewed annually.
Inventories

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

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k) Recognition and derecognition of financial instruments

o

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

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

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

Financial assets

Financial assets are recognised and derecognised on a trade date
basis where the purchase or sale of an financial asset is under a
contract whose terms require delivery of the financial assets within
the timeframe established by the market concerned, and are initially
measured at fair value, plus directly attributable transaction costs
except in the case of financial assets at fair value through profit or loss.

The Group classifies its financial assets in the following categories:
loans and receivables and available-for-sale financial assets. The
classification depends on the purpose for which the financial assets
were acquired. Management determines the classification of its
financial assets at initial recognition.

(i)  Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. These assets are carried at amortised cost using the
effective interest method (except for short-term receivables
where interest is immaterial) minus any reduction for impairment
or uncollectibility. Typically trade and other receivables, bank
balances and cash are classified in this category.
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Notes to the Consolidated Financial Statements

RE B IRR MR

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

o

Financial assets (Continued)
(i) Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial
assets that are not classified as loans and receivables, held-
to-maturity investments or financial assets at fair value through
profit or loss. Available-for-sale financial assets are subsequently
measured at fair value. Gains or losses arising from changes in fair
value of these investments are recognised in other comprehensive
income and accumulated in the investment revaluation reserve,
until the investments are disposed of or there is objective evidence
that the investments are impaired, at which time the cumulative
gains or losses previously recognised in other comprehensive
income are reclassified from equity to profit or loss. Interest
calculated using the effective interest method and dividends on
available-for-sale equity investments are recognised in profit or
loss.

Investments in equity instruments that do not have a quoted
market price in an active market and whose fair value cannot
be reliably measured and derivatives that are linked to and must
be settled by delivery of such unquoted equity instruments, are
measured at cost less impairment losses.

(m) Trade and other receivables

(0)

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

Trade and other receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest
method, less allowance for impairment.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash
equivalents represent cash at bank and on hand, demand deposits
with banks and other financial institutions, and short-term highly liquid
investments which are readily convertible into known amounts of cash
and subject to an insignificant risk of change in value.

Discontinued operations

A discontinued operation is a component of the Group (i.e. the
operations and cash flows of which can be clearly distinguished from
the rest of the Group) that either has been disposed of, or is classified
as held for sale, and which represents a separate major line of business
or geographical area of operations, or is part of a single co-ordinated
plan to dispose of a separate major line of business or geographical
area of operations, or is a subsidiary acquired exclusively with a view to
resale.

Classification as a discontinued operation occurs upon disposal or
when the component meets the criteria to be classified as held for sale
in accordance with IFRS 5, if earlier. It also occurs when the component
is abandoned.
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Notes to the Consolidated Financial Statements

R BB IRAR MR

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(0)

(P)

(a)

()

(s)

Discontinued operations (Continued)

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

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

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

Financial liabilities and equity instruments

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

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs
incurred, and subsequently measured at amortised cost using the
effective interest method.

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

Convertible bonds

Convertible bonds which entitle the holder to convert the loans into
equity instruments, other than into a fixed number of equity instruments
at a fixed conversion price, are regarded as combined instruments
consisting of a liability and a derivative component. At the date of
issue, the fair value of the derivative component is determined using
an option pricing model; this amount is carried as a derivative liability
that is subsequently measured at fair value through profit or loss
until extinguished on conversion or redemption. The remainder of
the proceeds is allocated to the liability component and is carried as
a liability at amortised cost using the effective interest method until
extinguished on conversion or redemption.

Transaction costs are apportioned between the liability and derivative
components of the convertible loans based on the allocation
of proceeds to the liability and derivative components on initial
recognition. The portion related to the derivative component is
expensed immediately.

Trade and other payables

Trade and other payables are recognised initially at their fair value and
subsequently measured at amortised cost using the effective interest
method unless the effect of discounting would be immaterial, in which
case they are stated at cost.
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4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(t)

(u)

(w)

Contingent payables

Contingent payables are classified as financial liabilities as they are
resulted from a contract under contingent consideration arrangement.
The amount is initially recognised and subsequently measured at fair
value. Change in fair value is recognised in profit or loss when it arises.

Equity instruments

Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Derivative financial instruments

Derivatives are initially is recognised and subsequently measured at fair
value.

Changes in the fair value of derivatives are recognised in profit or loss
as they arise.

Derivatives embedded in other financial instruments or other non-
financial host contracts are treated as separate derivatives when their
risks and characteristics are not closely related to those of the host
contract and the combined instrument is not carried at fair value with
changes in fair value recognised in profit or loss.
Revenue recognition
Revenue is measured at the fair value of the consideration received
or receivable and is recognised when it is probable that the economic
benefits will flow to the Group and the amount of revenue can be
measured reliably.
(i) Service fee income

Service fee income is recognised when the services are rendered.

(i) Rental income

Rental income is recognised on a straight-line basis over the lease
term.

(iii)  Interest income

Interest income is recognised on a time-proportion basis using the
effective interest method.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(x)

(v)

@)

Employee benefits
()  Employee leaves entitlements

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

Employee entitlements to sick leave and maternity leave are not
recognised until the time of leave.

(i) Pension obligations

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

Obligation for contributions to the PRC local government defined
contribution retirement schemes pursuant to the relevant labour
rules and regulations in the PRC are recognised as an expense in
profit or loss as incurred.

(iii)  Termination benefits

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

Share-based payments

The Group issued equity-settled share-based payments to certain
directors and employees.

Equity-settled share-based payments to directors and employees
are measured at the fair value (excluding the effect of non-market
based vesting conditions) of the equity instruments at the date of
grant. The fair value determined at the grant date of the equity-settled
share-based payments is expensed on a straight-line basis over the
vesting period, based on the Group’s estimate of shares that will
eventually vest and adjusted for the effect of non-market based vesting
conditions.

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 capitalised as part of the cost of those assets, until such time as the
assets are substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation.
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4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

@

Borrowing costs (Continued)

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

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

(aa) Government grants

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

Government grants relating to income are deferred and recognised in
profit or loss over the period to match them with the costs they are
intended to compensate.

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

(ab) Taxation

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

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

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

Deferred tax liabilities are recognised for taxable temporary differences
arising on investments in subsidiaries and an associate, except where
the Group is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in the
foreseeable future.

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

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(ab) Taxation (Continued)

Deferred tax is calculated at the tax rates that are expected to apply in
the period when the liability is settled or the asset is realised, based on
tax rates that have been enacted or substantively enacted by the end of
the reporting period. Deferred tax is recognised in profit or loss, except
when it relates to items recognised in other comprehensive income or
directly in equity, in which case the deferred tax is also recognised in
other comprehensive income or directly in equity.

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

For the purposes of measuring deferred tax for investment properties
that are measured using the fair value model, the carrying amounts
of such properties are presumed to be recovered through sale,
unless the presumption is rebutted. The presumption is rebutted
when the investment properties are depreciable and are held within a
business model of the Group whose business objective is to consume
substantially all of the economic benefits embodied in the investment
properties over time, rather than through sale. If the presumption is
rebutted, deferred tax for such investment properties is measured
based on the expected manner as to how the properties will be
recovered.

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

(ac) Impairment of non-financial assets

The carrying amounts of non-financial assets are reviewed at each
reporting date for indications of impairment and where an asset is
impaired, it is written down as an expense through the consolidated
statement of profit or loss to its estimated recoverable amount. The
recoverable amount is determined for an individual asset, unless the
asset does not generate cash inflows that are largely independent
of those from other assets or groups of assets. If this is the case,
recoverable amount is determined for the CGU to which the asset
belongs. Recoverable amount is the higher of value in use and the fair
value less costs of disposal of the individual asset or the CGU.

Value in use is the present value of the estimated future cash flows of
the asset/CGU. Present values are computed using pre-tax discount
rates that reflect the time value of money and the risks specific to the
asset/CGU whose impairment is being measured.

Impairment losses for CGUs are allocated first against the goodwill
of the unit and then pro rata amongst the other assets of the CGU.
Subsequent increases in the recoverable amount caused by changes
in estimates are credited to profit or loss to the extent that they reverse
the impairment.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(ad) Impairment of financial assets

At the end of each reporting period, the Group assesses whether its
financial assets (other than those at fair value through profit or loss) are
impaired, based on objective evidence that, as a result of one or more
events that occurred after the initial recognition, the estimated future
cash flows of the (group of) financial asset(s) have been affected.

For available-for-sale equity instruments, a significant or prolonged
decline in the fair value of the investment below its cost is considered
also to be objective evidence of impairment.

In addition, for trade receivables that are assessed not to be impaired
individually, the Group assesses them collectively for impairment,
based on the Group’s past experience of collecting payments, an
increase in the delayed payments in the portfolio, observable changes
in economic conditions that correlate with default on receivables, etc.

Only for trade receivables, the carrying amount is reduced through
the use of an allowance account and subsequent recoveries of
amounts previously written off are credited against the allowance
account. Changes in the carrying amount of the allowance account are
recognised in profit or loss.

For all other financial assets, the carrying amount is directly reduced by
the impairment loss.

For financial assets measured at amortised cost, if the amount of
the impairment loss decreases in a subsequent period and the
decrease can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment loss
is reversed (either directly or by adjusting the allowance account for
trade receivables) through profit or loss. However, the reversal must
not result in a carrying amount that exceeds what the amortised cost
of the financial asset would have been had the impairment not been
recognised at the date the impairment is reversed.

(ae) Provisions and contingent liabilities

(af)

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

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

Events after the reporting period

Events after the reporting period that provide additional information
about the Group’s position at the end of the reporting period are
adjusting events and are reflected in the consolidated financial
statements. Events after the reporting period that are not adjusting
events are disclosed in the notes to the consolidated financial
statements when material.
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B BRI

CRITICAL JUDGEMENT AND KEY ESTIMATES
Critical judgement in applying accounting policies

In the process of applying the accounting policies, the directors have made
the following judgement that has the most significant effect on the amounts
recognised in the consolidated financial statements.

Deferred tax for investment properties

For the purposes of measuring deferred tax for investment properties that
are measured using the fair value model, the directors have reviewed the
Group’s investment property portfolios and concluded that the Group’s
investment properties are held under a business model whose objective
is to consume substantially all of the economic benefits embodied in the
investment properties over time, rather than through sale. Therefore,
in determining the Group’s deferred tax for investment properties, the
presumption that investment properties measured using the fair value model
is recovered through sale is rebutted.

Key sources of estimation uncertainty

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

(a) Depreciation and impairment on property, plant and equipment
and construction in progress

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

The Group assesses whether property, plant and equipment and
construction in progress have any indication of impairment in
accordance with the accounting policy. The recoverable amounts
of property, plant and equipment and construction in progress have
been determined based on value in use calculations of each CGU
the property, plant and equipment and construction in progress
belonged, which requires the Group to estimate the future cash flows
expected to arise from the CGUs and a suitable discount rate in
order to calculate the present value. The carrying amount exceeded
the recoverable amount of the property, plant and equipment and
construction in progress, therefore, impairment loss of RMB3,825,000
(2015: RMB24,724,000) and RMB2,704,000 (2015: RMB5,015,000)
on property, plant and equipment and construction in progress were
charged to profit or loss respectively. Details of the impairment loss
calculation are provided in note 20(c) to the consolidated financial
statements.

The carrying amount of property, plant and equipment and construction
in progress as at 31 December 2016 was RMB10,728,000 (2015:
RMB13,949,000) and nil (2015: RMB64,000) respectively.
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CRITICAL JUDGEMENT AND KEY ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

(b)

(c)

(@)

(e)

Income taxes

The Group is subject to income taxes in several jurisdictions. Significant
estimates are required in determining the provision for income taxes.
There are many transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary course of business.
Where the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will impact the
income tax and deferred tax provisions in the period in which such
determination is made.

During the year, RMB1,284,000 (2015: RMB1,242,000 charged) of
income tax was credited to profit or loss based on the estimated
assessable profit.

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of
the value in use of the CGU to which goodwill has been allocated. The
value in use calculation requires the Group to estimate the future cash
flows expected to arise from the CGU and a suitable discount rate in
order to calculate the present value. The carrying amount of goodwill at
31 December 2016 was RMB5,695,000 (2015: RMB31,747,000) after
an impairment loss of RMB26,052,000 (2015: RMB26,449,000) was
recognised during the year. Details of the impairment loss calculation
are provided in note 24 to the consolidated financial statements.

Fair values of investment properties

The Group appointed an independent professional valuer to assess
the fair values of the investment properties. In determining the fair
values, the valuer has utilised a method of valuation which involves
certain estimates. The directors have exercised their judgement
and are satisfied that the method of valuation and inputs used are
reflective of the current market conditions. The carrying amount of
investment properties as at 31 December 2016 was RMB54,000,000
(2015: RMB50,300,000) after recognition of the fair value gain of
RMB3,700,000 (2015: RMB3,660,000) to the profit or loss during the
year.

Amortisation and impairment on intangible assets

The Group determines the estimated useful lives and related
amortisation for the Group’s intangible assets. The useful lives of
intangible assets are assessed to be either finite or indefinite, based
on the expected usage and technical obsolescence from the changes
in the market demands or services output from the assets. Intangible
assets with finite useful lives are amortised over the expected useful
economic lives and assessed for impairment whenever there is an
indication that the intangible assets may be impaired. The amortisation
period and the amortisation method for the intangible assets with a
finite useful life are reviewed by the management at least at the end of
each reporting period.
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5.

CRITICAL JUDGEMENT AND KEY ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

(e)

®

()

Amortisation and impairment on intangible assets (Continued)

The Group assesses whether any indication of impairment in
accordance with the accounting policy. The recoverable amounts
of intangible assets have been determined based on value in use
calculations of each CGU the intangible assets belonged which
requires the Group to estimate the future cash flows expected to arise
from the CGU and a suitable discount rate in order to calculate the
present value. Amount of RMB1,392,000 (2015: nil) was written off for
the year ended 31 December 2016.

The carrying amount of intangible assets as at 31 December 2016 was
RMB38,920,000 (2015: RMB37,943,000).

Allowance for trade and other receivables

The Group makes allowance for trade and other receivables based on
assessments of the recoverability of the trade and other receivables,
including the current creditworthiness and the past collection
history of each debtor. Allowances arise where events or changes in
circumstances indicate that the balances may not be collectible. The
identification of bad and doubtful debts requires the use of judgement
and estimates. Where the actual result is different from the original
estimate, such difference will impact the carrying value of the trade and
other receivables and doubtful debt expenses in the year in which such
estimate has been changed.

During the year, allowance for trade and other receivables net of
reversal of RMB2,824,000 (2015: RMB3,826,000 allowance net
of reversal for both continuing and discontinued operations) was
recognised in profit or loss. The carrying amount of trade and other
receivables as at 31 December 2016 was RMB27,180,000 (2015:
RMB29,375,000).

Allowance for slow-moving inventories

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

At 31 December 2016, RMB438,000 of allowance for slow-moving
inventories was made (2015: nil).
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For the year ended 31 December 2016
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6. FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks: foreign
currency risk, credit risk, liquidity risk and interest rate risk. The Group’s
overall risk management programme focuses on the unpredictability of
financial markets and seeks to minimise potential adverse effects on the
Group’s financial performance.

(a) Foreign currency risk

The Group has certain exposure to foreign currency risk as most of its
business transactions, assets and liabilities are principally denominated
in RMB, Korean Won (“KRW”), HK$, Japanese Yen (“JPY”) and United
States dollars (“US$”). The Group currently does not have a foreign
currency hedging policy in respect of foreign currency transactions,
assets and liabilities. The Group will monitor its foreign currency
exposure closely and will consider hedging significant foreign currency
exposure should the need arise.

At 31 December 2016, if the RMB had weakened 5 per cent against
the HK$ with all other variables held constant, consolidated loss after
tax for the year would have been RMB141,000 (2015: RMB1,423,000)
lower, arising mainly as a result of the foreign exchange difference
on bank and cash balances denominated in HK$. If the RMB had
strengthened 5 per cent against the HK$ with all other variables held
constant, consolidated loss after tax for the year would have been
RMB141,000 (2015: RMB1,423,000) higher, arising mainly as a
result of the foreign exchange difference on bank and cash balances
denominated in HKS$.

(b) Credit risk
(i) Trade and other receivables

The Group’s credit risk is primarily attributable to trade and other
receivables. In order to minimise credit risk, management has a
credit policy in place and the exposures to these credit risks are
monitored on an ongoing basis. Amount due from a related party
is closely monitored by the other directors.

At 31 December 2016, the Group has a certain concentration of
credit risk as 32% (2015: 25%) and 83% (2015: 67%) of the total
trade receivables were due from the Group’s largest debtor and
the five largest debtors as at 31 December 2016 respectively. The
Group does not hold any collateral over these balances.

(i) Deposits with banks and cash balance and other investments
The credit risk on bank and cash balances and other investments

are limited because the counterparties are banks with high credit-
ratings assigned by international credit-rating agencies.
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6. FINANCIAL RISK MANAGEMENT (Continued)

(c)

Liquidity risk

The Group’s policy is to regularly monitor current and expected liquidity
requirements to ensure that it maintains sufficient reserves of cash to
meet its liquidity requirements in the short and longer term.

The maturity analysis based on contractual undiscounted cash flows of
the Group’s non-derivative of financial liabilities is as follows:

For the year ended 31 December 2016
EY —RNETZR=+—HILEE

MR EREE(E)

(c)

REBE SRR

AEBEZBRREMERB A LEHRZR
HEDHR  UKMERAEE LR EHA
ERBABRNEEHMABRANRSHES

;=<
K

REASEFTESRABEZANRNA
BERELBMANNT

The Group
AEE
Less than Between Between

1year 1and2years 2 and>5 years Total

—FR —EWF MERF st

RMB’000 RMB’000 RMB’000 RMB’000

AR¥T T AR¥T T ARBT T ARBT T
At 31 December 2016 R-ZT—RF
t=A=t—

Trade and other payables ER RS &/ﬁéﬁﬂﬁgﬁm 36,452 - - 36,452

Provision for onerous contracts Eﬂé! & KRS 50,575 - - 50,575

Due to directors FERNZESHRIE 248 - - 248

Bank loans RITER 15,414 = = 15,414
At 31 December 2015 R-ZE—HF

'|' B=+—8

Trade and other payables FEfTERS &E‘rﬂlﬁ‘ﬂ = 27,812 = - 27,812

Due to directors e & = 50R 6,574 - - 6,574

Due to a related party ER—% Eﬁﬂﬁ%ﬁ?xlﬁ 130 = . 130

Bank loans IRITER 17,368 = = 17,368

Due to an associate FE A — B 5 A B3R IE 9,625 = = 9,625

(d) Interest rate risk

The Group’s exposure to interest rate risk arises from its bank balances
and short-term bank loans. These balances bear interests at variable
rates that vary with the then prevailing market condition.

At 31 December 2016, if interest rates at that date had been 100 basis
points higher/lower with all other variables held constant, consolidated
loss after tax for the year would have been RMB865,000 lower/higher
(2015: RMB726,000 lower/higher), arising mainly as a result of higher/
lower interest income/expenses on bank deposits and bank loans.

Other than the bank balances and a bank loan as mentioned above,
the Group’s deposits, other investments and certain short-term bank
loans bear interest at fixed interest rates and therefore are subject to

fair value interest rate risks.

Smartac Group China Holdings Limited
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6. FINANCIAL RISK MANAGEMENT (Continued)

(e) Categories of financial instruments at 31 December:

For the year ended 31 December 2016

EES

6. HBEBEEE)

—RNETZA=Z+—-BLFE

() RMT-A=+—HBz&mMIAEH :

2016 2015
—~F —T—AfF
RMB’000 RMB’000
ARET T ARETT
Financial assets: SREE -
Loans and receivables (including cash and ERRERF(BERERRS
cash equivalents) £EM) 130,016 146,472
Financial liabilities: eRas:
Financial liabilities at amortised cost REHER AN REE 101,528 51,362
(f) Fair values fH 2DRE
Except as disclosed in note 29 to the consolidated financial MeRE SRR 20T B E SN - A&
statements, the carrying amounts of the Group’s financial assets and ERGEMBRARARBR EBEER
financial liabilities as reflected in the consolidated statement of financial cRABCREERESERZ AREBEEE -

position approximate their respective fair values.

7. FAIR VALUE MEASUREMENTS

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

valuation techniques used to measure fair value:
Level 1 inputs:
measurement date.
Level 2 inputs:
directly or indirectly.

Level 3 inputs:

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

caused the transfer.
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quoted prices (unadjusted) in active markets for identical
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inputs other than quoted prices included within level
1 that are observable for the asset or liability, either

unobservable inputs for the asset or liability.
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7. FAIR VALUE MEASUREMENTS (Continued)

(a)

Disclosure of level in fair value hierarchy:

7. ARE

()

FTE (4

For the year ended 31 December 2016
EY —RNETZR=+—HILEE

iy

%)

3

DNABESREBREEBR

Fair value measurements

as at 31 December 2016 using:

AREE
R-BE-—ARE+-A=+—B#HH:
Level 1 Level 2 Level 3 Total
5B gl -] H=E st
RMB’000 RMB’000 RMB’000 RMB’000
Description EE ARET T AREBT T ARBT T ARBT T
Recurring fair value KEMDANETE
measurement:
Investment properties B
— Commercial PRC (note 21) — R
(HE21) - - 54,000 54,000
Fair value measurements
as at 31 December 2015 using:
ARfEHE
RZE—AF+ZA=+—H&KA:
Level 1 Level 2 Level 3 Total
E—E F_E E=E @Et
RMB’000 RMB’000 RMB’000 RMB’000
Description po AREFIT AREEFIT ARETT ARBTT
Recurring fair value KEMDANETE
measurement:
Investment properties EEME
— Commercial PRC (note 21) — R
(PffF5E21) = - 50,300 50,300

(b) Reconciliation of assets/liabilities measured at fair value

based on level 3:

Description

B

31

BE

(b) REF=ZERAIABHENEE 8F

Assets/(liabilities)

BAR
ZEE/(Bf)

at fair value

through profit

or loss

HFt AR

2016
—NE
Investment
properties
REMIE
RMB’000
ARET T

At 1 January 2016

Total gains or losses recognised

in profit or loss (#)

21859

IS

bi=|
“a

)ﬂ{

T—R"F—HA—H

PR s SR 1R

}

R

50,300

3,700

At 31 December 2016

N

T—RNF+_-A

=+-7

54,000

(#)
reporting period

Include gains or losses for assets held at end of

(#)

BERE

HARRE

3,700

Smartac Group China Holdings Limited

TEEES

ERRAR AR

91



92

Notes to the Consolidated Financial Statements

RE B IRR MR

7. FAIR VALUE MEASUREMENTS (Continued) 7. AR

(b) Reconciliation of assets/liabilities measured at fair value (b)

based on level 3: (Continued)

For the year ended 31 December 2016
BE —RETZA=t+—BILHFE

??@%EEE’A%E%EE’JEE/ &fE

Assets/(liabilities) at fair value

through profit or loss

BAREFABREZEE(8HE)
Derivative
Investment financial
properties instruments 2015 Total
BEMYE PTHEeRBIA T -RFEE
RMB’000 RMB’000 RMB’000
Description e AREETF T AREEF T AREETF T
At 1 January 2015 —ZE—h&¥—HA—H 46,640 (5,247) 41,393
Release upon conversion of 5,3 0] A AR (E A R AR BR
convertible bonds - 5,236 5,236
Total gains or losses recognised RE TR 2 W sk
in profit or loss (#) EBATE#H) 3,660 - 3,660
Exchange difference [N =5 = 11 11
At 31 December 2015 R-ZE—RF
+-A=+—H 50,300 = 50,300
(#) Include gains or losses for assets (#) BIERESHRIEEE
held at end of reporting period 7 Wi kB 1R 3,660 - 3,660

The total gains or losses recognised in profit or loss including those
assets and liabilities at end of reporting period are presented in the
face (2015: face and included in other income) of the consolidated
statement of profit or loss and other comprehensive income.

(c) Disclosure of valuation process used by the Group (c)
and valuation techniques and inputs used in fair value
measurements at 31 December 2016:

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

twice a year.

For level 3 fair value measurements, the Group will normally engage
external valuation experts with recognised professional qualifications
and recent experience to perform the valuations.
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7. FAIR VALUE MEASUREMENTS (Continued)

(c) Disclosure of valuation process used by the Group

For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

7. AREFEGE)

() AEBERANGERFUR-E—AF

and valuation techniques and inputs used in fair value +TZB=1T—HAREBEHEFANGEE
measurements at 31 December 2016: (Continued) FERSEHEE - (F)
Level 3 fair value measurements E=ZBAAEE
Fair value
AR
Unobservable Effect on fair value 2016 2015
Valuation inputs for increase of inputs —E-RXE —T-AF
Description technique FABE Range S ML RMB’000  RMB'000
BE ER % N2 #E ARENTE ARBTT ARETT
asset/ asset/
(liabilities)  (liabilities)
-1 4 B/
(BfE) (8f&)
Investment properties  Income capitalisation  Yield 4%-5.5% (2015: Higher of the yield, lower 54,000 50,300
- Commercial PRC approach 3.8%-4.5%) of fair value
REMME-PEEE WABKLE gk 4%-55%(=F—h4F : e g - AR ERD
3.8%-4.5%)
Market rent Monthly office rental Higher of the market rent,
RMB30/sq.m. higher of fair value
(2015: RMB25.5/s0.m.)
mHEE WAEFARS MREESEN - ARnE
ARMES0T/ BEHK #m
(Z2-1%F:
ARE25.57,/ §FHK)

Smartac Group China Holdings Limited

Monthly car parking space
RMB132-220/unit
(2015: RMB123-205/unit)
FENEAARKIR2LE
ARB2207 /FEfL
(ZZ2—1%F : AR¥1237C
ZAR¥205T,/BENM)

B EEERER AR
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8.

9.

REVENUE

An analysis of the Group’s revenue for the year as follows:

For the year ended 31 December 2016
BE —RNETZR=t+—HILEE

L'ON
AEERAFEHWRASFAT -

2016 2015
—E—RE —FT—HF
RMB’000 RMB’000
ARET T ARBTFT
Sales of software, IT system and services %’%@\# BB RS MR 3,851 13,645
Consultation and maintenance service income B RS R IA 16,939 18,216

Provision of digital advertising platform and IRMHEFEST & RABER
related solutions services HRIRG 3,529 1,698
24,319 33,559

OTHER INCOME 9. HipHRA
2016 2015
—~E —hF
RMB’000 RMB’000
ARET T AR®EF T
Bank interest income RITH WA 31 17
Interest on other investments HAMR &R S 180 -
Government grants S Eh 770 332
Net foreign exchange gain [E 5 U #5558 735 1,570
Change in fair value of contingent payables RARBNRBAREES
(note 38) (Mi5E38) = 2,649
Gross rental income from investment properties REEMENES WALTE 2,148 1,885
Value-added tax refund BEFIRK 774 1,322
Gain on disposal of property, plant and equipment HEWE  BEREREOWZE 23 -
Gain on disposal of construction in progress HEERZITREAWE 723 -
Gain on disposal of intangible assets HEEFEENKE 948 -
Others Hith 979 561
7,311 8,336
10. SEGMENT INFORMATION 10. HEER
The Group has two (2015: two) reportable segments as follows: AEBAUTME(ZE—RE : ME)2HS

()  Online to Offline (“020”) solutions segment — Sale of software and

provision of O20 consultation service

(i) Integrated digital marketing (“IDM”) solutions segment — Provision of

digital advertising platform and related solutions

020 solutions segment is attributable to Virtual City Limited (“VCL”) and its

subsidiaries.

IDM solutions segment is attributable to Tosun Limited and its subsidiaries.

The Group’s reportable segments are strategic business units that offer
different products and services. They are managed separately because each
business requires different technology and marketing strategies. Each of the
above operating segments corresponds to related subsidiaries engaging in

the respective segment activities.
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10. SEGMENT INFORMATION (Continued)

The accounting policies of the operating segments are the same as those
described in note 4 to the consolidated financial statements. Segment
profits or losses do not include corporate income and expenses. Segment
assets do not include corporate assets. Segment liabilities do not include

corporate liabilities.

The Group accounts for intersegment sales and transfers as if the sales or
transfers were to third parties, i.e. at current market prices.
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For the year ended 31 December 2016
EY —RNETZR=+—HILEE

10. P HE R ()

i

BEDBNEBRELRS Hﬁ“aﬁﬁi’%[ﬁ}ﬁﬁL
EHR - “*M%ﬁ?@%i%”&l)\&i‘iﬂj
BEETRELEEE - "*KEE’F“T&L%
afE-

AEBEK D BENHEE RBERFE =7 (AR
RITTE)VETZHERBHENHE -

() Information about reportable segments profit or loss, assets () 2HHOMBNIER  BERBEER:
and liabilities:
020 solutions segment IDM solutions segment Total
0208 RHEAH GRETREEANELD &5t
2016 2015 2016 2015 2016 2015
“E-RE —T-RE “E-RE —Z-1f “E-RE —T-1f
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
ARETT ARETTL ARETT ARETT ARETT ARETT
Year ended 31 December BET-A=T-HLEE
Revenue from external customers — REINFEPIA 20,771 31,861 3,548 1,698 24,319 33,559
Segment loss PYER (46,582) (30,718) (103,262) (125,582) (149,844) (156,300)
Interest revenue %IJ ,%\L{SZ A 25 12 6 4 31 16
Interest expense FEZ M 888 1,151 - - 888 1,151
Depreciation and amortisation nEREH 11,241 7,643 14,300 43,767 25,541 51,410
Income tax (credit)/expense fieR(ER) /&R (1,284) 1,242 - - (1,284) 1,242
Other material non-cash items: EEAFREER
Impairment on goodwill BERE (26,052) (26,449) - - (26,052) 26,449)
Impairment on non-current assets  3EEBEENE - = 6,529 44,864 6,529 44,864
Additions to segment non-current  RENEIERHEE
assets 11,558 26,997 71,416 20,752 82,974 47,749
At 31 December RtZA=t-8
Segment assets PHEE 121,774 164,957 35,717 66,611 157,491 231,568
Segment liabilties AHEE (29,734) (33,662) (79,007) (29,089) (108,741) (62,751)
Investment in an associate R-HBERIRE - - 3,480 4,004 3,480 4,004

(ii) Reconciliations of reportable segments revenue and profit or

(i) 2|MIIRARIBEEE

loss:

2016 2015
—RE —ET—HF
RMB’000 RMB’000
ARBT T ARETT

Revenue 'ON
Total revenue oL 24,319 33,559

Smartac Group China Holdings Limited PEEEEEZERERAR
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EES

10. SEGMENT INFORMATION (Continued) 10. DEEL (H)

For the year ended 31 December 2016
—RETZA=t+—BILHFE

(i) Reconciliations of reportable segments revenue and profit or (i) M BRAREBRHE  (B)
loss: (Continued)
2016 2015
—E—AF —T-AF
RMB’000 RMB’000
ARET T ARBTFT
Profit or loss B
Total loss of reportable segments 23 nEpsaEa (149,844) (156,300)
Unallocated amounts: ANEEEE

Change in fair value of contingent payables i@‘ifgﬁ RIB R EE - 2,649

Unallocated head office and corporate expenses AOBEMBERENTCEER (8,054) (15,637)
Consolidated loss for the year FELFAER (157,898) (169,288)

Reconciliations of reportable segments assets and liabilities: ERIDEERBEHE
2016 2015
—RE T—hEF
RMB’000 RMB’000
ARET T ARETT
Assets BE
Total assets of reportable segments EMDHBEE 157,491 231,568
Unallocated amounts: ROBELHE :

Unallocated head office and corporate assets KO ER N DEEE 90,570 61,183
Consolidated total assets RAEBEAE 248,061 292,751
Liabilities =1
Total liabilities of reportable segments EWmHFLAE 108,741 62,751
Unallocated amounts: %ﬁﬁﬂﬁ%ﬁ

Unallocated head office and corporate liabilites ~ KO BAMER RO EEE 1,833 8,644
Consolidated total liabilities AR 110,574 71,395

Annual Report 2016
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10. SEGMENT INFORMATION (Continued)

(iii) Geographical information:

The Group’s revenue from external customers by location of operations
and information about its non-current assets by location of assets are

For the year ended 31 December 2016
EY —RNETZR=+—HILEE

10. DEPER (&)
(iii) HIEER

AEERBIMBES WA (R EE IS
DIRBRFRBEENEN(REEDE

detailed below: D) FHAWT
Revenue WA

2016 2015
—E—RF —T-RF
RMB’000 RMB’000
ARET T ARBTFT
PRC except Hong Kong RETBIEES 20,150 18,322
Hong Kong H5B 4,154 10,897
Macau P 15 4,340
Consolidated total revenue TE B 24,319 33,559

In presenting the geographical information, revenue is based on the

locations of the customers.

The Group’s non-current assets are substantially located in the PRC.

(iv) Revenue from major customers:

MNEFBIZERE - WATDEREF AR
(VA=RE I

AEEZFERBDEERBHETRHER
(iv) REZEEFPHBA

2016 2015

—RF —T—hfF

RMB’000 RMB’000

ARBTT ARBETT

Customer A ZEA 4,989 7,546

Customer B =PFB 2,846 4,155
Each of the major customers represents a single external customer ETEREIEHPETSREAEFEO20

whose sale transaction is generated from O20 solutions segment of the R RDEHBE—INLRE o

Group.

Smartac Group China Holdings Limited
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AN En ;E =
lél‘vT\ =] EJH%#E( MTJ' HE For the year ended 31 December 2016
BE-FT—AE+-A=1+—H0LEE

11. FINANCE COSTS 11, BAEAAR
2016 2015
—E-RE —T—hfF
RMB’000 RMB’000
AREET T ARETFT
Interest expenses on bank loans wholly repayable BARAFANBHEBZRITER
within five years BT H 888 1,145
Imputed interest expenses on convertible bonds ARAEFANBHL A URRKRES
wholly payable within five years (note 37) BIEF B H (BFE37) - 1,439
Others HAth = 6
888 2,590
12. INCOME TAX (CREDIT)/EXPENSE 12. FIBHER) A
Income tax has been recognised in profit or loss as following: EREBEEZNMEHROT
2016 2015
—E—RE —E-RF
RMB’000 RMB’000
ARET T ARBFT
Current tax — Hong Kong profits tax REAFIIE — BB ER
Provision for the year FNEE = -
Over-provision in prior year BAEFERERE = (33)
= (33)
Current tax — PRC enterprise income tax AHARETE — P R SR
(“PRC EIT") (BB
Provision for the year FREHE - 1,382
Over-provision in prior year BEFERERE (817) (34)
(817) 1,348
Deferred tax (note 39) EERTE (MI7E39)
Provision for the year FREE (467) (47)
Over-provision in prior year BEFERERE = (26)
(467) (73)
Income tax (credit)/expense Fris i (%) B H (1,284) 1,242
Pursuant to the rules and regulations of the Cayman Islands and the British BERNESHEREBRAHEE([EBELH
Virgin Islands (“BVI”), the Group is not subject to any income tax in the ENWMFAEEN  AEBDBEMAHSEHS
Cayman lslands and the BVI. R B R L RS A PEH -
No provision for Hong Kong profits tax is required since the Group has no BE-_ZT—R"FRT—HF+=_A=+—H
assessable profit for the years ended 31 December 2016 and 2015. WFEE ARANEELmMERBER - IR
MBEBFSBIHRE®E -
Tax charge on profits assessable elsewhere have been calculated at the AREBETEMELAEEZB SN E - 2E1E
rates of tax prevailing in the countries in which the Group’s subsidiaries REEWBATMNESEMERR 2EEHEE
operate, based on existing legislation, interpretation and practices in respect B - ERRERED - IRBEERBRRAERIE -
thereof.
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nVT\

12.

B BRI

INCOME TAX (CREDIT)/EXPENSE (Continued)

The new PRC EIT law (the “New Tax Law”) that was passed by the Tenth
National People’s Congress on 16 March 2007 introduced various changes
which included the unification of the EIT for domestic and foreign enterprises
at 25%. The New Tax Law was effective from 1 January 2008.

RN BB LR R R D B R A F] (Smartac Solutions (Suzhou) Limited.
("SZYL")) was recognised as an advance technology enterprise (& 1%
fir{e %) in 2011 and was entitled to enjoy an income tax concession at
preferential rate of 15% effective from 1 January 2011. In order to enjoy the
preferential rate of 15%, SZYL was required to apply for renewal every three
years from first year of approval. In 2014, SZYL has renewed its status and
was entitled the preferential rate of 15% for the years ended 31 December
2014, 2015 and 2016.

The reconciliation between the income tax (credit)/expense and the product
of loss before tax multiplied by the PRC EIT rate is as follows:

For the year ended 31 December 2016
EY —RNETZR=+—HILEE

12. FIBHGER) " EAGE)

E+tEZBEBARRRARGENR _ZETLF=A
TARNABBZHPECEMRETA(HBE])

SINZEEE  BEENERMELEZLHE
SRR ER—R25% « ZHBEB -_ZTEN
F—A—BRER -

MBS EREROERAR([EHMEBE])
E_T——FHERAERBRMEE  YA=
T——F—A—AREEZEIS%RHERT
X BRZH15%MEERE  HMNABESE
ENGREFRA B FRFEEAHEER - &
—E-NF HNEBFERRAST RN
¥ BEZTWOF - ZT-RAFRZIT—AX
F+ A=+ BLFEHTZEI5%MER
P&

FTeB(ER) "BREKRTABERATEE
EREBBE 2 #HRERAT

2016 2015

—RE —ZE-hfF

RMB’000 RMB’000

ARBT T ARETT

Loss before tax KA R EE (159,182) (168,046)

Tax at the PRC EIT rate of 25% (2015: 25%) R BB EAETHE25%:T

HE7BE(ZZT—RF : 25%) (39,796) (42,011)

Tax effect of income that is not taxable BERBRBAZ BB E (654) (4,910)

Tax effect of expenses that are not deductible Gk ?RSE oz B2 30,241 14,025
Tax effect of temporary differences and tax losses AERERMEEZERRIEEEZ

not recognised %%7}%%% 7,049 32,638
Tax effect of utilisation of tax losses not previously HRERIRSHERZHREERZ

recognised TR (8) (75)

Tax effect of tax concession BEEE MG E = (176)

Over-provision in prior years L&iﬁtgﬁﬁ{ﬁ 817) (92)

Tax effect of different tax rates of subsidiaries [RIEPNCIENGE 8- 2,701 1,843

Income tax (credit)/expense Frig®i(Ee) EBHA (1,284) 1,242

Smartac Group China Holdings Limited PRI RE TRBPRAT]
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Ny =]

13. LOSS FOR THE YEAR FROM CONTINUING AND DISCONTINUED  13.
OPERATIONS

The Group’s loss for the year from continuing and discontinued operations
is stated after charging/(crediting) the following:

HERKERCRIERTE

|

AEBREFE

HEZ

For the year ended 31 December 2016
E-RETR=1+—HILEE

REXBZAFED
BERBRIEFBECEEH 2

AEEBEENRGIA) TSR :

Continuing Discontinued
2016 2015 2016 2015
—E-REF —T—HF —E-RE —T—RF
RMB’000 RMB’000 RMB’000 RMB’000
AR®T T ARETTT ARET T ARETT
Allowance for trade receivables? JE L BR SRR 1 153 - - 242
Reversal of allowance for trade JE U B SR 93 445 [l
receivables* 12) (150) - (316)
Impairment loss on other receivables” H b i W 3R (E & B 2,683 - - 4,050
Allowance for inventories* FERE 438 - - 552
Amortisation of intangible assets mAE#N 9,027 5,472 - 2,970
Amortisation of prepaid land lease b FE & TR B B
payments 56 56 - 1,189
Auditor’s remuneration* RS
- Audit services — % BURT
- Current year —KEZE 1,160 1,303 - -
- Over-provision in prior year —BEFE
kbt (232) - - _
- Other services —H MRS 52 521 = -
980 1,824 - =
Change in fair value of contingent SRR FRIE R
payables NREEZH - (2,649) = =
Cost of inventories sold FEEERA 4,577 7,391 - 34,528
Depreciation e 3,530 12,293 - 1,098
Less: amount capitalised in software  Jg @ F 845 B A AN
development costs FEMMEM SR (399) (376) = -
3,131 11,917 - 1,098
Direct operating expenses of AEAHESKRAR
investment properties that generate R &Y% H
rental income* praE= ==k 1,265 1,255 - =
Research and development cost* A B Bk A 4,484 1,382 - -
Impairment loss on construction TERIEREEE
in progress 2,704 5,015 = =
Impairment loss on property, plant ME - WENKRE
and equipment BIEEE 3,825 24,724 = 70
Impairment loss on long-term RETBA FORAEEE
prepayments - 15,125 - -
Write-off of intangible assets A E MY 1,392 = = =
Write-off of construction in progress £ & T f2##fi #4 48 53 - -
Write-off of property, plant and YE - B KRR
equipment 132 24 - -
Operating leases charges in respect of* 4 &1 & & A+
— Office premises in Hong Kong —EENEFIEYE 789 715 - 489
— Leasehold land in the PRC —FREMHEE L 2,536 3,391 = =
— Others —HAh 764 198 - 225
4,089 4,304 = 714

#

Included under others of other income and other operating expenses.
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For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

14. EMPLOYEE BENEFITS EXPENSES 14. ETIEFNEA
Continuing Discontinued
FHEREER BRIESEREER
2016 2015 2016 2015
=F-—RE ZT-IF =F-nF T I0F
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T T ARBFT AR¥EF T ARETT
Staff costs (including directors’ 8 TR

emoluments and amount classified (BREESHFHNE LB
as research and development cost)  AIEE AR S EE)

— Salaries, bonus and allowance —¥& - A REBY 40,808 41,858 = 10,891

— Retirement benefit scheme — R IREFIET B K
contributions 3,843 3,709 - 835
— Severance payment — BB 811 467 - -
45,462 46,034 - 11,726

Less: amount capitalised in software 3 : R B {588 pk

development costs RERER SR (10,871) (13,962) - -
34,591 32,072 - 11,726

The five highest paid individuals in the Group during the year included
three (2015: two) directors whose emoluments are reflected in the analysis
presented in note 15 to the consolidated financial statements. The
emoluments of the remaining two (2015: three) individuals are set out below:

AEEAFERUGRFMALTRE=(1(=F
—HF - WMAU)EE  EESERREVHRE
Mo NITAREE - EBMU(ZZE—R
F )AL ZEEMT

2016 2015

ZE-RF —ZET-hF

RMB’000 RMB’000

AR¥T T ARETT

Salaries and allowances e &EM 1,058 1,351
Retirement benefit scheme contributions ROREFIFT B 30 41
Severance payment BEE 127 32
1,215 1,424

The emoluments fell within the following band:

ENEERIT -

Number of individuals

AE
2016 2015
—E—REF —T—8F
Nil to HK$1,000,000 (equivalent to nil to SR Z L E 1,000,000
RMB859,000 (2015: nil to RMB814,000)) (BERARBZTEARE
859,000 L(=ZF—HF : AR
T E ARMS14,0007T)) 2 3

During the year, no amount was paid or payable by the Group to the
directors or any of the five highest paid individuals as an inducement to join
or upon joining the Group or as compensation for loss of office.

Smartac Group China Holdings Limited
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For the year ended 31 December 2016

HE-F-AE+-A=+-BILEE
15. BENEFITS AND INTERESTS OF DIRECTORS 15. EEEFRER
(a) Directors’ emoluments (a) EEHEN
The remuneration of every director is set out below: EMNEEZHMEMNT -
For the year ended 31 December 2016
BE-Z-—XRF+-A=+—BHLFE
Retirement
Salaries benefit
and scheme
Fees allowances contributions Total
RINTEF]
ik HERIER sTEIfER &t
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T T AR¥T T ARET T ARBT T
Name of director EEER
Executive directors HITES
Mr. Yang Xin Min BEREE = 1,374 = 1,374
Mr. Kwan Che Hang Jason EELs 421 1,086 21 1,528
Mr. Yang Zhen BERE - 618 17 635
421 3,078 38 3,537
Independent Non-executive BAFEHITES
directors
Dr. Cheng Faat Ting Gary T i+ 94 - - 94
Mr. Poon Lai Yin Michael EIBBLE 86 - - 86
Mr. Yang Wei Qing HEBEE 86 - - 86
266 - - 266
Total for 2016 R-E—XFA5 687 3,078 38 3,803

Annual Report 2016
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For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

15. ESFEARER (F)
(a) EZ=HMGE)

15. BENEFITS AND INTERESTS OF DIRECTORS (Continued)
(a) Directors’ emoluments (Continued)

For the year ended 31 December 2015
BE-T-BFt-A=+—ALFE

Retirement
Salaries benefit
and scheme
Fees allowances  contributions Total
BRIKIEF]
e o RoR AT B IR A&t
RMB’000 RMB’000 RMB’000 RMB’000
ARBT T ARETFTT ARETT ARETT
Name of director EEER
Executive directors BITES
Mr. Yang Xin Min HIR LA - 1,400 8 1,408
Ms. Huang Yue Qin (note a) = AZE L+ (MsFa) - 331 7 338
Mr. Kwan Che Hang Jason rELE - 676 20 696
Mr. Yang Zhen (note b) HESAE(HIEED) - - - -
- 2,407 35 2,442
Non-executive director FHITES
Mr. Wang Jia Wei (note c) FEEERAE (M) (350) = = (350)
Independent Non-executive B EHITES
directors
Dr. Cheng Faat Ting Gary L 90 - - 90
Mr. Poon Lai Yin Michael BB RE 81 - - 81
Mr. Yang Wei Qing BEELE 81 - - 81
252 - - 252
Total for 2015 RZT—AFEF (98) 2,407 35 2,344
Notes: Bt sE
(a) resigned on 31 December 2015 (8 RZZE—AF+-A=+—HBEE
(b) appointed on 31 December 2015 by RZZE—RF+-A=+—HEZE
(c) resigned on 4 May 2015 (€ R-ZE—AFHAMABT

RBE_Z-—AF+_A=+—BLF
B ERBREERBAR_-_ZT——FE5_
E-hERIALHABMERENTESTZ
o

ESNXS - ZHAENZERER

During the year ended 31 December 2015, Mr. Wang Jia Wei waived
his emolument being the non-executive director for the period from
2011 up to the date of his resignation in 2015.

(b) Directors’ material interests in transactions, arrangements or (b)
contracts

RERLFRNEMFHRELEBEFEEAAR
AFUMAAREEREBEALERER
MEEAEA G EEASEXBAERZ
BEARG  BHREH -

No significant transactions, arrangements and contracts in relation to
the Group’s business to which the Company was a party and in which
a director of the Company and the director’s connected party had a
material interest, whether directly or indirectly, subsisted at the end of
the year or at any time during the year.

=
i
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16.

17.

R B RAR MR

DEFINED CONTRIBUTION RETIREMENT PLAN

The Group operates a mandatory provident fund scheme (the “MPF
Scheme”) under the Hong Kong Mandatory Provident Fund Schemes
Ordinance for all qualifying employees in Hong Kong. The Group’s
contributions to the MPF Scheme are calculated at 5% of the salaries and
wages subject to a monthly maximum amount of contribution of HK$1,500
per employee and vest fully with employees when contributed into the MPF
Scheme.

The employees of the Group’s subsidiaries established in the PRC are
members of a central pension scheme operated by the local municipal
government. These subsidiaries are required to contribute certain
percentage of the employees’ basic salaries and wages to the central
pension scheme to fund the retirement benefits. The local municipal
government undertakes to assume the retirement benefits obligations of
all existing and future retired employees of these subsidiaries. The only
obligation of this subsidiary with respect to the central pension scheme is to
meet the required contributions under the scheme.

The Group’s total contributions to these schemes charged to the profit or
loss during the year ended 31 December 2016 amounted to approximately
RMB3,843,000 (2015: RMB4,544,000) representing contributions payable
by the Group to the schemes at the appropriate rates set by the local
government of the countries the subsidiaries operate.

DISCONTINUED OPERATIONS

On 21 September 2015, the Company entered into a sale and purchase
agreement of the 100% equity interest of Kanway Investments Limited
(“Kanway”) at a consideration of approximately RMB16,281,000 (equivalent
to HK$20,000,000). The disposal was completed on 27 September 2015.
The principal activities of Kanway and its subsidiaries were provision of
petrochemicals storage and trading services.

On 23 October 2015, the Company entered into a sale and purchase
agreement of the 100% equity interest of Kingweston Technology Limited
(“Kingweston”) at a consideration of approximately RMB6,513,000
(equivalent to HK$8,000,000). The disposal was completed on 18 December
2015. The principal activity of Kingweston and its subsidiaries were
manufacturing and trading of zirconium products.

On 28 December 2015, the Company entered into a sale and purchase
agreement to dispose 51% equity interest of P.T. Asia Prima Resources
Limited (“APR”) at a consideration of approximately RMB1,893,000
(equivalent to US$300,000). The disposal was completed on 28 December
2015. The principal activity of APR was separation, processing and refining
of zircon sand, contracting and management of mining concession and the
sale of zircon products.

Details of the assets and liabilities disposed of, and the calculation of the
profit or loss on disposals, are disclosed in note 45(c) to the consolidated
financial statements.

Annual Report 2016

For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

16. EREMFRMAE S

17.

AEERBEERNEAASH GO HEE
ZHBEAREREERY —HRH M AERFTA
([BEEE])  AKEDNEEHFESRTE
Me%tERIRSFTIHK  EERERZEA
Bi= A R 51,6007T o MRTE S B
% HFABEERE -

AEEHREMBARNE T RE T BTEE
WP RRARESHEINKE - ZEWBARA
BREINELRHFERIEXN —ELIINEHE
ERREBEARESFEIAERNARS - EHHIK
FEITREZEHE QB MARED RIS
RERARNETHRASHET o sLh REK

EeihE] - SN 8 A 5 R Bl
HEF -
HE-FT-—AF+-A=+—BLEE &%

ERBEFPHBROMZSTEEM EREss
HEBARMESB843,000L(ZT—HF : AR
4,544,0007T) + BIASEBIZH B AR 2 & @A
TEER 2 BRAT&E H AR B R M St 84
PE TR -

ERIEFEREER

R-ZTE—RAFAA=+—H8 ARQRFTVYEE
e HEMBREBRAB (MM M2
Bt - RIEBAHAR16,281,0007T (HEENE
#20,000,0007T) - HEFBER T —HFNA
“t+tHER NBEREMBRARNEBER
BRI E R E SR -

R-_ZE—RAF+A=-+=8B ' ARRFVLEE
WE HESRTBRMAERAR (€ B
BH2BERE  REAHARYKE,513,0007T
(HE K% #8,000,0007T) - HEZHER=F
—AE+ZA+N\BEK cRITBAREHEB
NAMEEEBARNERBEHER °

NRZZE—AE+=-A=-+/\B ' "XRAFEIE
B ARBHARE1,893,0007T (HERE
4300,0007T ) & P.T. Asia Prima Resources
Limited([APR)51%f&# - R EEFEHR T
—hAF+-A=-+/\B%EK - APREZBEKE A
Yo MIRER AENEERERE &
HEWERMBE -

HEEERABENFBRNEERBRNFE
TERRE BB MAR M TE45(0) BB -
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17. DISCONTINUED OPERATIONS (Continued)

For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

17. BRIEBEZEEK(E)

2015
—E-1F
RMB’000
ARETT
Loss for the year from discontinued operations: RECK L HELSEEBNRNFEEEIE
Revenue A 52,009
Cost of sales and services SHE KRR A (43,609)
Gross profit EF 8,400
Other income EAnA 3,221
Selling expenses HEEH (1,632)
Administrative expenses THER (24,945)
Other operating expenses HmgEER (4,052)
Impairment of non-current assets IERBE ERE (70)
Loss from operations: LA (19,078)
Finance costs B ISR AR (181)
Loss before tax HAIEE (19,259)
Income tax expense FisBi &R (287)
Loss for the year (note 13) AEFEHBE(MEEZ) (19,546)
Gain on disposal of discontinued operations HE BRI B E 2B e (M5E45(c)
(note 45(c)) 45,525
Profit for the year from discontinued operations REBRIIFEREEBOARFEE & F)
(attributable to owners of the Company) (A REIRRE ) 25,979

Loss for the year from discontinued operations is disclosed in note 13 to the

consolidated financial statements.

KECKRIEZEEBNAFEBBRNGE M

MAMFISRHE -

2015
—E-hF
RMB’000
ARETT

Cash flows from discontinued operations: RECKRIFELSEERRSR
Net cash inflows from operating activities KEEBZRERANFRE 80,002
Net cash inflows from investing activities REEBZRERNFRE 312,315
Net cash outflows from financing activities REEBZRERLFE (285,000)
Net cash inflows e RN FRE 107,317

Smartac Group China Holdings Limited
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18. DIVIDENDS

The directors do not recommend the payment of any dividend for the year
ended 31 December 2016 (2015: nil).

19. LOSS PER SHARE
(a) Basic loss per share
(i)~ From continuing and discontinued operations

The calculation of basic loss per share attributable to owners
of the Company is based on the loss for the year attributable
to owners of the Company of approximately RMB146,762,000
(2015: RMB128,058,000) and the weighted average number of
ordinary shares of 4,005,326,969 (2015: 3,770,513,753) in issue
during the year.

(i) From continuing operations

The calculation of basic loss per share from continuing operations
attributable to owners of the Company is based on the loss
for the year from continuing operations attributable to owners
of the Company of approximately RMB146,762,000 (2015:
RMB154,037,000) and the denominator used is the same as that
detailed above.

(iii)  From discontinued operations

Basic earnings per share from the discontinued operations
was RMBO0.69 cents in 2015 based on the profit for the year
from discontinued operations attributable to the owners of the
Company of approximately RMB25,979,000 and the weighted
average number of ordinary shares of 3,770,513,753 issued in
2015.

(b) Diluted loss per share
The exercise of the Group’s outstanding share options for the year
ended 31 December 2016 would be anti-dilutive for loss per share from
continuing operations.
The exercise of the Group’s outstanding convertible bonds and

outstanding share options for the year ended 31 December 2015 would
be anti-dilutive for loss per share from continuing operations.

Annual Report 2016
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For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

BEETRIREBE T R"F+-_A=+—
AEFERE(ZE—DeF |-

. BRIEE

(a) BREAEIE

() FKEHEEEREERUIFEEERT

RABRRELTFRENGEIIRE
RATRRREERFEBEHOARE
146,762,000 C(—ZE—HF : AR¥E
128,058,000 ) R A FEEEHITL B
% 2 hn#E F ¥9814,005,326,9690% (=
T—FH4F : 3,770,513,7530 )5t & -

(i) KREFEEEERE

RAARREEHEBELEEBIR
ERNBEDREAQRBREEGS
BREEBAFEBEBOARYE
146,762,0007L(—ZE—H%F : AR
154,087,00070) 5t & » FTAS & E E
XEME R o

(i) KB B I FFEARE R

RIE-—AFERIEFELEEBH
BREXBINABARKE0EID T
BEARTRERZT—RFEMHE
BIERBCEEB 2 FEBFNIARE
25,979,000t MR — T — AF BT
TmAR AT 9%3,770,513,753 %

.
= =5
ar= °

(b) BREEEE

HE_T—RF+_A=+—HIEFE?T
EARERTEBRESSHBECLEERT
NEREBERAREEURR -

HE-_ZT-—AF+-_A=+—HILFE?T
EAREREE AR ES RARITEBR
BESHBREEBNEREREREE
BR -
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20. PROPERTY, PLANT AND EQUIPMENT

For the year ended 31 December 2016
T—RE+ZA=+—BLEE

HE=

20. W% - BERKRE

Buildings
and Machinery Office
leasehold and equipment Motor
improvement equipment  and fixtures vehicles Total
BFR WAERE
HEHH e R R 1A HEE HE #et
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARMET T ARETT ARKEFT ARMET T AR¥EFT
Cost A
At 1 January 2015 R-_ZF—HF—A—H 248,529 616,114 7,624 10,015 882,282
Additions NE 812 S 1,130 1,869 3,811
Write-off iz - - (107) - (107)
Disposal of subsidiaries HEMRB AR
(note 45(c) and (d)) (B &E45(c) & (d)) (239,521) (616,114) (4,270) (9,556) (869,461)
Transfer from construction in REZITREE
progress (note 22) (BfsE22) 135 - 36,117 - 36,252
Exchange differences &5 =% 5 - 39 = 44
At 31 December 2015 and R-ZE—HF+=A
1 January 2016 =t+—Hk
N 9,960 - 40,533 2,328 52,821
Additions B 32 - 185 - 217
Write-off iz (381) - (35) - (416)
Disposals HE - - (112) (528) (640)
Disposal of a subsidiary HE—FHBRF
(note 45(a)) (BT3E45(a)) = = (17) = 17
Transfer from construction in mERIRER
progress (note 22) (KizE22) - - 9,737 - 9,737
Exchange differences EHER 36 - 1 - 37
At 31 December 2016 NZE—RF
+=-A=+—H 9,647 - 50,292 1,800 61,739
Accumulated depreciation and RiITERFHE
impairment
At 1 January 2015 RZE—H¥—HA—H 240,411 602,166 4,446 8,734 855,757
Charge for the year FAZH 933 372 11,387 699 13,391
Impairment losses (note c) REEE (fFc) - - 24,724 - 24,724
Write-off g = = (83) = (83)
Disposal of subsidiaries HEHB AR
(note 45(c) and (d)) (BT3E45(c) & (d)) (239,516) (602,538) (3,826) (9,056) (854,936)
Exchange differences EHER - - 19 - 19
At 31 December 2015 and RZZE—R%F+=HR
1 January 2016 —t+—B8k
—Z—X"F—HF—H 1,828 - 36,667 377 38,872
Charge for the year ERYH 1,110 - 1,928 492 3,530
Write-off s (249) = (35) = (284)
Disposals HE - - (77) (330) (407)
Disposal of a subsidiary HE—RMHBAR
(note 45(a)) (Bf3E45(a)) - - 9) - 9)
Transfer from construction in mERTZEE
progress (note 22) (BfsE22) - - 5,482 - 5,482
Exchange differences EREER - (6) - 2
Impairment losses (note c) BERE (M3Ec) = 3,825 = 3,825
At 31 December 2016 RZZT—RE
+=-—A=+—H 2,697 - 47,775 539 51,011
Carrying amount EREE
At 31 December 2016 RZTE—RE
+=-A=1+—H 6,950 - 2,517 1,261 10,728
At 31 December 2015 RZZE—FF
+-A=+—H 8,132 - 3,866 1,951 13,949

Smartac Group China Holdings Limited

PESEEEERERAR

107



108

Notes to the Consolidated Financial Statements

RE B IRR MR

20. PROPERTY, PLANT AND EQUIPMENT (Continued)

Notes:

(a)
(b)

The Group’s buildings are located in the PRC under medium term leases.

At 31 December 2016, the carrying amount of the Group’s property,
plant and equipment pledged as security for the Group’s bank loans
of RMB15,000,000 (2015: RMB17,000,000) (note 36) amounted to
approximately RMB6,042,000 (2015: RMB6,447,000).

The non-current assets are attributable to the CGU of railway Wi-Fi
operations and CGU of other Wi-Fi operations. The recoverable amounts
of the CGUs have been determined on the basis of their value in use
calculation using discounted cash flow method. The key assumptions for
the discounted cash flow method are those regarding the discount rates,
growth rates and budgeted gross margin and turnover during the period.
The Group estimates discount rates using pre-tax rates that reflect current
market assessments of the time value of money and the risks specific to the
CGUs. The growth rates are based on long-term average economic growth
rate of the geographical area in which the businesses of the CGUs operate.
Budgeted gross margin and turnover are based on past practices and
expectations on market development.

The Group conducted impairment testings on the carrying amounts of
the non-current assets. Based on the valuation report prepared by Avista
Valuation Advisory Limited (“Avista”), an independent firm of professional
valuers, impairment losses of non-current assets charged to profit or loss
are analysed as follows:

For the year ended 31 December 2016
BE —RNETZR=t+—HILEE

20. 1% - BERRE(E)
BT -
(@) AKEZBFHEDEAGHEOFE -

o) R-ZB—XRE+-A=+—0 AEBEFEEE
K AEARYEB,042,000L(ZF—HF : AR
6,447,0007C0) 2 ¥ - BB REED BIEKE
$E@}\E¢%1500000071L§ AE A
R#17,000,0007T) 2 RITEF(KIFE36) -

(c) JEmBEBENRAANEHWI-FIEKLEZRS
EXBNEEMWI-FIBEEErEeELS
e BeEEBM A lRESHBEHARER
CREBFRELERAEEET - BHRASRE
ﬁZngmﬂﬁ%WZ%EK WRERHE

HEMNEREEBER - AEBEHABRBATLL
KGR E - ZBRRATLERRIREEERE
f 2 B EREERR 2 BRTISTE - 4
REDRBRCETBMEBKERTERZ
REIF @B RRAH - ﬁg%ﬂi&“i
BEHERBEREH LTS EREHE

K%?fﬁ#iﬁiﬁﬁﬁz,ﬂﬁﬁ@iﬁﬁﬁ@iﬁﬂﬁ .
RIBB L FEGEMLERFEHERAERR
(TXEH DGR HERS ?D%%EmZiF
nBBEEREBBRIMOT

IDM solutions segment
REETHEMABTRS M
For the year ended 31 December

BE+T-A=+—BHLEFE

2016 2015

—E-RE —T—hHF

RMB’000 RMB’000

ARBF T ARETT

Property, plant and equipment W - B RERE 3,825 24,724
Construction in progress (note 22) EEITE(ME22) 2,704 5,015
Long-term prepayments (note 28) REATE SR (HI7E28) - 15,125
Charged to profit or loss MR8 6,529 44,864

The Group prepares cash flow forecasts derived from the most recent
financial budgets approved by the directors for the next five years with
the residual period using the growth rate of 3% (2015: 3%). This rate
does not exceed the average long-term growth rate for the relevant
markets. The rates used to discount the forecast cash flows from the
Group’s railway Wi-Fi operations and other Wi-Fi operations are 22.3%
(2015: 21.8%) and 22.3% (2015: nil) respectively.

Due to the unpredictability of income generated from the IDM solutions
segment, the recoverable amounts of the CGUs are zero. Full
impairment was made on the above non-current assets for the years
ended 31 December 2016 and 2015.
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HEOERRAFRE BB NERER3%
(ZE—RF :3%) 2B KBERE
ZEMEETBBEEMBHFEHREAEER
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mm%%%@Zﬁﬂﬁ@ﬁ%%ﬁ%m%
REDRNAE22.3%(ZF—FF : 21.8%) &
223%(ZFE—RHF : &) -
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For the year ended 31 December 2016

HE-_Z—AF+-A=+—ALEE
21. INVESTMENT PROPERTIES BEMYE
2016 2015
—XRE —E-hF
RMB’000 RMB’000
ARET T ARBTT
At 1 January w—A—H8 50,300 46,640
Fair value gain N EWEE 3,700 3,660
At 31 December W+—A=+—H 54,000 50,300

The fair value of the Group’s investment properties at 31 December 2016
and 2015 was valued on income capitalisation approach by taking into
account the net rental income of the existing lease and achievable in the
existing market with due allowance for the reversionary income potential of
the lease. The valuation was performed by Grant Sherman Appraisal Limited,
an independent firm of chartered surveyors.

There was no change in the valuation approach for the years ended 31
December 2015 and 2016. The fair value of the Group’s investment
properties is within level 3 of the fair value hierarchy.

The Group’s investment properties at its carrying amounts are analysed as

RIE—RFRZE—RAF+ZA=+—8"
AEBREUMEZ ARBTIRBBAERE
EME - BERFARBHEOMNE ZHS ST
EERRBEEMBSHIRBZHASWAFE 1
%ﬂfT@ﬁ@E%kﬁﬁﬁmm%§°§ﬁ
EE—EBLFFIEMTHRETHERA
LT o

RBE_Z-—RAFR-_FT-A"FT_A=+—
Etif%ﬁ@ﬁiiﬂ 8 - AREREN
MEAARBE=ZRRIAEBREER -

AEBEREUMEZERESTNAT ¢

follows:
2016 2015
—~E —ET—RF
RMB’000 RMB’000
ARBT T ARBTT
The PRC: = :
Medium-term lease R E 54,000 50,300

At 31 December 2016, the investment properties were pledged as security
for the Group’s bank loans of RMB15,000,000 (2015: RMB17,000,000)
(note 36).

Smartac Group China Holdings Limited
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22. CONSTRUCTION IN PROGRESS

23.

For the year ended 31 December 2016

EES

22, HEIR

—ARE+ZA=t+—HLEE

RMB’000

ARETT
Cost R
At 1 January 2015 R-_E—HF—A—H 28,683
Additions NE 13,769
Disposal of discontinued operations (note 45(c)) I B AR I R A & S5 (P 3E45(c)) (1,068)
Transfer to property, plant and equipment (note 20) B ZEY% - BRE K& (H3520) (36,252)
Write-off s (53)
At 31 December 2015 and 1 January 2016 RZZE—AF+-_A=+—BER=ZZE—X"F—HA—H 5,079
Additions NE 6,943
Transfer to property, plant and equipment (note 20) BB EYE - B KRE(HEE20) (9,737)
Write-off s (48)
Disposals k= (1,207)
At 31 December 2016 RZZB—RF+-A=+—H 1,030
Accumulated impairment ZiHEE
At 1 January 2015 WZZE—hRF—H—H -
Impairment loss (note 20(c)) BIEE B (FIEE20(c)) (5,015)
At 31 December 2015 and 1 January 2016 RZZE—RAF+_A=+—HERZZE—X"F—A—H (5,015)
Disposals HE 1,207
Transfer to property, plant and equipment (note 20) EREYE BB MERE(HE20) 5,482
Impairment loss (note 20(c)) BEEE (K15E20(c)) (2,704)
At 31 December 2016 RZZE—A"F+=-A=+—H (1,030)
Carrying amount BREE
At 31 December 2016 RZTE—RFE+-_A=+—H =
At 31 December 2015 RZE—RF+=-A=+—H 64

The Group’s construction in progress comprises costs incurred on
computer hardware, machinery and equipment pending installation. The
assets belong to the CGU of IDM solutions segments, details of impairment

loss are disclosed in note 20(c).

PREPAID LAND LEASE PAYMENTS

The Group’s interests in prepaid land lease payments represent prepaid

AEBENERTREBENGTRE ZEREMS
BB N REBEERRA
EFHERATRDBZCREELEM

ZEBEBNERA
=l

B B IR R T RO MY RE20(c) R R o

23. THEERNH

AEER T EEENFOESERNILER

operating lease payments and their net book values are analysed as follows: BN BENREFEITET -

2016 2015

=F—RE —T—0%F

RMB’000 RMB’000

ARET T ARETT

At 1 January —A—H 2,230 40,690
Disposal of discontinued operations PEDRIERSELEER

(note 45(c)) (P4 7E45(c)) = (87,215)

Amortisation for the year FNEH (56) (1,245)

At 31 December Rt+t—-—A=+—8 2,174 2,230

Current portion mENEL S (56) (56)

Non-current portion EREE D 2,118 2,174
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For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

23. PREPAID LAND LEASE PAYMENTS (Continued) 23. T HIEETETER(E)

RZZE-RE+-A=+—H AEECLRH
B2 BEMETAR+FZ2HHBEORHE -

As at 31 December 2016, the Group’s leasehold properties are located in
the PRC under medium-lease of fifty years.

R-E—RFE+-_A=+—H Lt HEEFER
REAEEBAERARE15,000,000T(=F

As at 31 December 2016, the prepaid land lease payments were pledged
as security for the Group’s bank loans of RMB15,000,000 (2015:

RMB17,000,000) (note 36).

—RF : AR¥17,000,0007T) 2 817 & 2 (i

7£36) °
24. GOODWILL 24, BHE
020 solutions segment
020 RT5 =0 &D
Petrochemicals Software Hardware
segment development installation Total
Y ks BAFpaE B2 st
RMB’000 RMB’000 RMB’000 RMB’000
ARBFT ARBFT AREFTT ARETT
(note (a)) (note (b)) (note (b))
(3t (a)) (FF3E(b)) (FF3E(D))
Cost AR
At 1 January 2015 —T—RF—A—H 255,573 56,093 3,689 315,355
Disposal of a subsidiary HE—EHE A A
(note 45(d)) (P 5E45(d)) - - (1,586) (1,586)
Disposal of discontinued operations & B 4% | F 4 4E &
(note 45(c)) ES A IEZO) (255,573) - - (255,573)
At 31 December 2015 and R-ZE—HF
1 January 2016 +-—A=+—HK
—T-R"F—HA—H - 56,093 2,103 58,196
Disposal of a subsidiary & — B AR
(note 45(a)) (P 5E45(a)) = - (857) (857)
At 31 December 2016 RZE—RF
+=ZA=+—H - 56,093 1,246 57,339
Accumulated impairment losses 2P REES®E
At 1 January 2015 e e 255,573 - - 255,573
Impairment loss B EE - 24,346 2,103 26,449
Disposal of discontinued operations — H & B 4 [F & K&
(note 45(c)) %75 (K15E45(c)) (255,573) - - (255,573)
At 31 December 2015 and R-ZE—RF
1 January 2016 +ZA=+—8BK
—T—X~"F—A—H - 24,346 2,103 26,449
Disposal of a subsidiary & — R B AR
(note 45(a)) (FF5E45(a)) = = (857) (857)
Impairment loss RIEEE - 26,052 - 26,052
At 31 December 2016 RZE—RF
+=-—A=+—8H - 50,398 1,246 51,644
Carrying amount BRTEE
At 31 December 2016 RZE—RF
+—A=+—H - 5,695 - 5,695
At 31 December 2015 RZZE—RF
+=-A=+—AH - 31,747 - 31,747
Smartac Group China Holdings Limited PEEEEEZERERAR
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24. GOODWILL (Continued)

Goodwill acquired in a business combination is allocated, at acquisition, to
the CGUs that are expected to benefit from that business combination.

Notes:

(@) The Group acquired 100% equity interest in Muntari Holdings Limited and
its subsidiaries (collectively referred to the “Muntari Group”) on 6 January
2011. The goodwill arising from the acquisition is allocated to CGU of
petrochemicals segment. The goodwill was fully impaired since the year
ended 31 December 2012. The amount was derecognised during the year
ended 31 December 2015 upon disposed of discontinued operations.

(b)  The Group acquired 51% of the equity interest in VCL in 2013. The goodwiill
arising from the acquisition is allocated to CGU of software development and
CGU of hardware installation respectively under the O20 solutions segment.

The recoverable amounts of the CGUs have been determined on the basis
of their value in use calculations using discounted cash flow method. The
key assumptions for the discounted cash flow method are those regarding
the discount rates, growth rates and budgeted gross margin and turnover
during the period. The Group estimates discount rates using pre-tax rates
that reflect current market assessments of the time value of money and the
risks specific to the CGUs. The growth rates are based on long-term average
economic growth rate of the geographical area in which the businesses of
the CGUs operate. Budgeted gross margin and turnover are based on past
practices and expectations on market development.

The Group prepares cash flow forecasts derived from the most recent
financial budgets approved by the directors for the next five years with the
residual period using the growth rate of 3% (2015: 3%). This rate does not
exceed the average long-term growth rate for the relevant markets. The
rates used to discount the forecast cash flows from the Group’s software
development activity is 19.1% (2015: 17.8% for both software development
and hardware installation activities).

Before impairment testing, the carrying amount of goodwill allocated to
CGU of software development within the O20 solutions segment was
RMB31,747,000 (2015: RMB56,093,000). The recoverable amount of this
CGU was below the carrying amount of the CGU of which the assets belong.
The recoverable amount of CGU was approximately RMB52,999,000 (2015:
RMB111,779,000). Therefore, an impairment loss of RMB26,052,000 (2015:
RMB24,346,000) was recognised to profit or loss.

Goodwill allocated to CGU of hardware installation within the 020
solutions segment was fully impaired in 2015 upon disposal of one of major
subsidiaries of this CGU (note 45(d)).
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For the year ended 31 December 2016
BE —RNETZR=t+—HILEE

24, EE(E)

MEBAHRFKE 2HEDRKBRSREE
WA EEREBAH 2 BB -

BEE -

() AEER-_ZT——F—ARNAKRBREMNER
ERAAREMBRABD(AE [RRAMER])
100% B0 A HE - WG BV B 2 B = 5K i ol
DENREELEN - FHEMEGHE_Z

——F+-_A=t+—BILFEREZTME -
ZHREERBE_T-AF+-A=+—H81
gf‘ﬁqﬂjﬁazxiﬁﬁmMiyﬁz&’g\gﬁ:ﬁg 2,

(b) AEER —=FEEVCL 51% AR HE ©
&tlﬁuﬁlﬁgéiﬂ’]ﬁﬁ%ﬂﬂ AR EO20f AR TT R
SEBTRUERERBEHZROMERSELE

fiL °

REeELBMNARESELRELEREE
RAMBBARSRELETE - BRABREREELZ
TEMRDEHA TR BRERFETE
MEREEFARM - AEEIRARBAIL X
FHRAIRE  ZBRBAILLERMRSEEEMZ
EREBERTERR 2 RETISTHE - BRX
TRER S EEBURBEE NG 2 =5
FHEEREREE - BEENEREEFET
ENBERPIRTISRRBME -

AEEREZRERERA - DREAKES
BRARAFREGBHOERRAIN(ZZ
—AF  3%)ZHEAMUBER - ZWRET
BRBEMSNFHREERE - AEEH
ﬁ%ﬁ?&%fﬂﬁ’]ﬁEIJIE%;MEP)%%HEﬁﬁﬁiﬁitﬁ
19.1% —hF  BMHRBERETEE
i&iﬁz,%ﬂ.s%)

BEAREIRAN  FEEHEAARK
31,747000 t (Z 2T —HF : AR
56,093,0007T) B8 5 B Z020f R R 5

HAMBERERSEEEN - &tiﬁ%?i
BAUMAIRESBEEREENMBRSELE
MEEEE ReEEEMNATKBESEA
K AR¥52,900,0007L(ZF—HF : ARM
111,779,0007T) » At - RIBEERRERS
BARK26,052,0007C(ZE—AF : AR
24,346,0007T) °

DEEO20 AT RO EM RERGEL

BUNHEBERN_T-AFHEZRSELSE
14TE’]-F?I§M‘H§ A (KEE45(d) & 25
BE -
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B BRI

"VT\ For the year ended 31 December 2016
BE-FT-AFT-A=t-HILFE
25. INTANGIBLE ASSETS 25. BIVEE
Software
Technical Operating development
know-how license costs Backlog Total
Al AR ST BARBEA FEEN agt
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
ARETT AREBTT ARETT ARBTT ARETE
(note (a)) (note (b)) (note (c)) (note (d))
(P () (P (o)) (5% () (FI5E()
Cost B
At 1 January 2015 R-ZZE-n%—H—H 4,345 174,924 33,983 1,141 214,393
Additions NE - = 14,910 S 14,910
Disposal of discontinued £ MH—*;Z*M )
operations (note 45(c)) E#5 (H5£45(c) (4,345) (174,924) - (1,141) (180,410)
At 31 December 2015 and R-ZZ—0%+=A
1 January 2016 =t+—HkK
—E-R¥—-A—-H = = 48,893 = 48,893
Additions NE = = 11,390 = 11,390
Write-off G = = (1,392) = (1,392)
Disposals HeE = = (3) = (3)
Exchange difference N ERE - - 9 - 9
At 31 December 2016 R-F— /\¢
+=ZA= = = 58,897 = 58,897
Accumulated amortisation R #ERHEESE
and impairment losses
At 1 January 2015 R-Z—RF—A—H 4,345 134,033 5,478 1,141 144,997
Amortisation for the year F R - 2,970 5,472 - 8,442
Disposal of discontinued HEDR MHFERE
operations (note 45(c)) %f%(ﬁmﬂs( )) (4,345) (137,003 - (1,141) (142,489
At 31 December 2015 and RZT—R%+=RA
1 January 2016 =+—B8k
—Z—R¥—-A-R = = 10,950 = 10,950
Amortisation for the year F A - - 9,027 - 9,027
Disposals = - - (1) - (1)
Exchange difference FE 3 =58 = - 1 _ 1
At 31 December 2016 RZZ—R%F
+=A=+—AR - - 19,977 - 19,977
Carrying amount BREE
At 31 December 2016 R-ZE—R%F
+-A=+—-A - - 38,920 - 38,920
At 31 December 2015 R-_Z—1%F
+-A=+—AH = = 37,943 - 37,943
Notes: MizE
(@) Technical know-how mainly represents a production technology in (a) BIMMHTIBREEN _ST=FmE=FIU
respect of rechargeable batteries acquired from a third party at a cost of AR#3 500,000 T Y B H) = k7 B E M A E
RMB3,500,000 in 2003 and was amortised over the estimated useful life of ERM - WA SE f s Ay R IR Rk g o
5 years.
(o)  Operating license represents the license to operate the wholesale and (b) EEHFEIEHIEMEDE W};\yﬁ#ﬁa’;m%ﬁx
storage of petrochemicals granted by the PRC government authorities and SORMH B R ARG RE22EHKE
is amortised over the estimated useful life of 22 years. R FE RN Y o
(c) Software development costs represent the self-developed software for (©) BRI AEE EWMEAEEEMEMG - X1
sales and is amortised over the estimated useful life of 5 years. Software RAFERTES o] BE A - SRR R
development costs belong to the CGU of 020 solutions segment, details of BO20R A ED B EL S - SRER
the impairment testing on which are set out in note 24. SHEEBEENHI3E24 o
(d) Backlog represents the operating lease contracts signed with customer in (d) FEALERRPHEFEEFARP T
respect of the petrochemicals storage business and was amortised over the BHRESY  RE1AEGEHERERRNEE o
estimated useful life of 1.4 years.
Smartac Group China Holdings Limited PRI RE TRBPRAT]
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For the year ended 31 December 2016
BE-_T—R"F+-A=+—HLLFE

26. INVESTMENTS IN SUBSIDIARIES 26. MIBARRE
Particulars of the subsidiaries as at 31 December 2016 are as follows: R-E—RNF+-_A=+—HB 2B LTS
NN
Place of Percentage of
incorporation/ Issued capital/ ownership
Name of subsidiary establishment registered capital interest Principal activities
WEARER Ve BRITRE  BERZZH  FEEHR
B B AMER
Direct  Indirect
=R 5
VCL BVI US$11,000 55.45% - Investment holding
RBREXES %£11,0007T REER
Smartac Group Limited HK HK$14,450,001 = 100%  Investment holding
BMREEEERAF BB #1:14,450,0017T REER
Smartac International Limited HK HK$1 = 100%  Investment holding
BRI AR AR NG AEAT RERR
Smartac Asia Limited HK HK$1,000 = 100%  Provision of communication
BEHEETMNERAR BE 7 #1,0007T system installation and
system integration business
REBARGTER
RGBEES
Smartac China Limited HK HK$15,612,500 - 100%  Investment holding
AR BERATE 0 #1#15,612,5007T REER
Evolve Consulting Limited HK HK$10,000 = 51%  Investment holding
(“Evolve”) ] 75#10,0007TC KA
Evolve Consulting (Shanghai) Limited? The PRC US$110,000 = 100%  Provision of IT related services
REHBFR( L) ERRF" HE %4110,0007C REEARHIER RS
PCS Carnegie Technology (Suzhou) The PRC US$3,310,000 - 100%  Investment holding
Limited* (“PCS Carnegie”) H %43,310,0007C REER
BB RAEESRREM) BR AR
([BEFRE])
SZYL The PRC RMB31,000,000 - 96.94%  Software development
BN B i AR#31,000,0007T LN EEN
Smartac Intelligent Systems Macau Macau MOP100,000 - 100%  Provision of communication
Limited JRPS JRP9#100,0007T system installation and
BB RS ORM)BR AT system integration business
REBARGLER
RGBAEY
Smartac Ventures Limited BVI US$1 = 100%  Dormant
RBEXES E&1T e
Korea Accelerator Incorporated Korea KRW500,000,000 - 100% Inactive
(formerly known as Smartac Global EELE] 500,000,00082 & TNER

Shopping Limited)
(B77& [ Smartac Global Shopping
Limited])
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26.

INVESTMENTS IN SUBSIDIARIES (Continued)

26.

Particulars of the subsidiaries as at 31 December 2016 are as follows:
(Continued)

Place of

For the year ended 31 December 2016

BE-—Z-—AF+-A=+—ALEE
MEARIRE (&)
RZZE—A"EF+-A=Z+—AzMBRFFE
T ()

Percentage of

incorporation/ Issued capital/ ownership
Name of subsidiary establishment registered capital interest Principal activities
MEARERE il 7 BRIIRA/  HEREZzLH ETEES
R 3Lt Bk AMEAR
Direct  Indirect
BE i
Lucy Robotics (Suzhou) Limited (“Lucy The PRC RMB2,000,000 = 100%  Robot development
Robotics”) (formerly known as Smartac AR¥2,000,00070 = INGE
Global Shopping (Suzhou) Limited)
BN/ EE Aﬁw
U¢%%% )
(AT [ BN IEIERERIRER A
ShopperConnect (Suzhou) Limited The PRC RMB2,000,000 - 85%  Software development
(“ShopperConnect”)“ ) e AR¥2,000,00070 BRI
BINREETRERRARRR([HE])
Tosun Limited BVI US$1 100% - Investment holding
BEERAR REBERES Z81T REER
Select Sky Limited HK HK$24,000,000 - 100% In\{estment holding
FERFRRF EE 7 1:24,000,0007T REVER
Haihai Travel Cloud Limited HK HK$21,400,000 - 70%  Investment holding
elsyigidesb sl - NG| i ##21,400,0007T REER
Great Sino Technology Development HK HK$220,000,000 = 100%  Investment holding
__ Limited (“GSTD?) B 78 %220,000,0007T RARKR
EFRRERARAT(EH D)
Cosmartec L|m|ted HK HK$30,000,000 - 100% Inactive
REBRRMERA BB #1:30,000,0007T ENER
Haihai Travel Cloud Korea Limited Korea KRW110,000,000 - 100%  Inactive
PeRE IR EE SRR AR AR BE 110,000,0008% ENER
Haihai Travel Cloud Japan Limited" Japan JPY5,000,000 - 100% Inactive
PR IREE R AAR AR AR 5,000,0008 & ENER
Solomedia Digital (Shanghai) Limited The PRC HK$240,000,000 - 100%  Provision of advertising, IT and
(“Solomedia Shanghai")* H 75#240,000,00070 networking services
ETEEMR (LB BRAR] REES - EERMRBE RS
(87|l
Solomedia (Yixing) Limited The PRC HK$50,000,000 = 100%  Provision of advertising, IT and
(“Solomedia Yixing”)* H 78%50,000,0007T networking services
HFEIGRE(ER)BR AR REES - S0 RBERE
([BFEE])"
Yixing Solomedia Advertising Media The PRC RMB1,000,000 - 100%  Provision of advertising, IT and
Limited (“Solomedia Ad")" H AR #1,000,0007T networking services
EEGTFREERERARISFES] REEE - {5 BRI BB RS
*  These subsidiaries are foreign investment enterprises established pursuant * ZREMBARNRERBIARRIMINGIRE
to the law of the PRC. 1-E
#  Being English translated names. o ORENEEZER

A

These subsidiaries were newly incorporated during the year.

Smartac Group China Holdings Limited
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For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

26. INVESTMENTS IN SUBSIDIARIES (Continued) 26. fIBLARRE (HE)
Notes: Bt
The following table shows information on the subsidiaries that have NCI material TRAEBEIFEREZ B AERM S BEANM
to the Group. The financial information represents amounts before inter-company BRRAR - MBARREARRIFHEZANES
eliminations. BH o
VCL
Date of incorporation 28 August 2013
Az B H =/ A=+N\H
Place of incorporation BVI
EEa sk REELRS
Principal place of business HK and the PRC
FTEEEMI BEERTE
% of ownership interests/voting rights held by NCI 44.55%
BEERZ LSRRI
2016 2015
—E-RE —T—AhEF
RMB’000 RMB’000
ARBFT ARETT
At 31 December: R+=—A=+—8:
Non-current assets FEREBEE 103,258 100,856
Current assets mENEE 22,195 49,338
Current liabilities nBaE (23,553) (26,558)
Non-current liabilities FnBEE (8,336) (8,804)
Net assets FEE 93,564 114,832
Accumulated NCI RET e 21,684 31,871
Year ended 31 December: BE+-A=+—-HLEE:
Loss and total comprehensive income EiERE2mkESE (20,934) (159)
Loss allocated to NCI DEEFERE SO ER (9,813) (322)
Net cash (used in)/generated from operating activities 4% EEN(FER), EEZFRS (5,160) 10,290
Net cash used in investing activities BREFZHRAZFHEE (11,585) (16,295)
Net cash (used in)/generated from financing activities EV&/E#)(FERH) ELZFRE (2,373) 21,619
Net (decrease)/increase in cash and cash equivalents 4 RIREZEBEWORL ),/ EHE (19,118) 15,614
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B BRI

27. INVESTMENT IN AN ASSOCIATE

For the year ended 31 December 2016
EY —RNETZR=+—HILEE

27. R—EBELATRE

2016 2015
—REF —hF
RMB’000 RMB’000
AR%ET T AR®ET T
Unlisted investment: FEETIRE -
Share of net assets FERFEE 3,480 4,004
Goodwill SR 7,224 7,224
10,704 11,228
Less: Accumulated impairment loss (note c) o B2EHREEE (MsEe) (7,224) (7,224)
3,480 4,004
Notes: Bt E
(@) The amount due to an associate is unsecured, interest-free and repayable (a) EF—HBEARRBAEERR 28 RAER
on demand. ERIFEE -
(b) Details of the Group’s associate at 31 December 2016 are as follows: (b) AEEBR=ZZT—AF+-A=+—BZEER
AIFFBAT ¢
Percentage
Place of Registered of ownership Principal
Name establishment capital interest activities
E ! Rt 2h A A EmADL FEXG
Shanghai Zewei The PRC RMB6,060,606 27.4% Provision of
Information Technology 2] AR #6,060,6067T information
Company Limited inquiries and
(“Zewei”) sharing services
EEEEREMERAR REEMSHR
([24]) DERY
The following table shows information of an associate that is material to TREVNEAEEME —HBERHLEAAE

the Group. This associate is accounted for in the consolidated financial
statements using the equity method. The summarised financial information
presented is based on the associate’s management financial statements

prepared under IFRS.

o R E A RRAER G DA AL
W|E o 2B B AR Ty E 0 M“T B
B ERERMERE LG MRS -

2016 2015
—RF —ZE—hF
RMB’000 RMB’000
ARET T AREET T
At 31 December: R+=—A=+—8:
Non-current assets EMBEE 2,107 715
Current assets RBEE 11,089 15,224
Non-current liabilities BN AE (206) (208)
Current liabilities mEAE (289) (1,118)
Net assets FEAE 12,701 14,615
Group’s share of net assets REEEIEFEE 3,480 4,004
Goodwill S 7,224 7,224
Group’s share of carrying amount of interests AEEEEEREERE 10,704 11,228
Year ended 31 December: BE+-A=+t—-HLEFE:
Revenue 'ON 5,244 397
Loss for the year/period and FRHEANEEREERERE
total comprehensive income (1,914) (720)
Smartac Group China Holdings Limited FEEEERIERER AR
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27. INVESTMENT IN AN ASSOCIATE (Continued)

Notes: (Continued)

(b)

(Continued)

Pursuant to a supplemental agreement signed between XE R Al %18 &
EMR/AR] ("Tianyi Venture") and an individual relating to Zewei dated 15
September 2015, the Group has the right to acquire RMB200,000 registered
capital of Zewei from one of the existing shareholders at a consideration
of RMB600,000 and subscribe at maximum of RMB1,631,702 for newly
increased registered capital in Zewei at a consideration of RMB9,625,000,
(the “Call Option”). The Call Option is exercisable within 30 days from the
date of the issuance of the audited financial statements for the year ended
31 December 2016, of which Zewei is subject to different audited net
profit conditions. Details of the Call Option are set out in the Company’s
announcement dated 15 September 2015.

The fair value of the Call Option as at 16 November 2015 was determined
to be zero by reference to valuation reports. The fair value of the Call Option
was calculated using the Scenario Based Analysis approach and valued by
Avista. The inputs of the valuation model are as follows:

For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

27. R—EBERTRE (&)

EE (8

(o)

(%)

REARBFAIZEZEFRAR([XEAIR])
H—ZHAEENEAR-TS—RAFNLA+E
AFEENEZRE  AESEEEUREBA
R¥600,000c g2 EF—FHEAERE
HEMEARARKE200,0007T R AREBARE
9,625,000 T REHZ AR 1,631,70270 2
MM EAR([RBERE]) - REHETE
HE-S—R"EFt+-A=1+—HLFELET
B HmA N A A HRI0RATITE - ERNES
CERFFBEMET - REBPENFBENRA
ARBHAZE-—RAFAATHANRE -

RBAEN —_T—RF+—A T BZAR
KE2E[RERSETRT - REHNEIAEH

N MENERO AT ES L EME -
HERAMBRABIRIT

As at 16 November 2015
RZE—AFE+—A+<B

Share price of Zewei
B B
Expected exercise price*
TAEHTEE"
Risk free rate
R A R
Life of Call Options
R EEFH
* The expected exercise price is estimated based on the Zewei’s profit
forecast.

The recoverable amount of the investment, in Zewei, is determined from
the value in use calculations. The key assumptions for the value in use
calculations are those regarding the discount rate, growth rate and
budgeted turnover. The Group estimates discount rates using pre-tax rates
that reflect current market assessments of the time value of money and
the risks specific to the investment in Zewei. The growth rate is based on
long-term average economic growth rate of the geographical area in which
Zewei operates. Budgeted turnover are based on expectations on market
development of related operations.

The cash flow forecasts of Zewei were derived from the most recent financial
budgets approved by the directors covering a five-year period using a
growth rate of 3%. The pre-tax rate used to discount the forecast cash
flow is 23.2%. Due to the unpredictability of income generated from this
operation and uncertainty of having a long term contractual arrangement
with a major strategic partner, the recoverable amount of Zewei decreased
and impairment loss of RMB7,224,000 was recognised in profit or loss in
2015.

Annual Report 2016

Range from RMB21,322 to RMB31,983
NFEARM21,3227LF ARKS1,9837T
RMB47,181

ARHEEAT 181 7T

2.62%

1.25 years
1,254

* TEEHTEEDEREE S TR o

RAREZARESRIIREAEENEES
EoABEEAEFNEIRBRIDEARTER
F RBERRBEWA - AEETEATREE
FARRTEAILL R R BRE A 5 2 BB (B ERT
ERIRE R G FTERR - BREDENESE
EBpeEmaER S ERFHEHEER
% cTREBRATNENREHLEZTHERR

BHEZReREEARNECESIERERSF
M2 ERAEREI%Z RIAPTEEE - AR
AYRTERIR @ R ENBATF X A23.2% - R
ZEEREENBATAI A REEESEK
HREBAOZHNTHEHEESORE 2 AU E
SEHL  ERZT-AFEEMNBHFAPHER
FEEEARET7,224,0007T °
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27.

28.

29.

B BRI

INVESTMENT IN AN ASSOCIATE (Continued)

As at 31 December 2016, the bank and cash balances of the Group’
associate in the PRC denominated in RMB amounted to RMB10,754,000
(2015: RMB4,370,000). Conversion of RMB into foreign currencies and
remittance of RMB out of the PRC are subject to the foreign exchange
control regulations imposed by the PRC government.

For the year ended 31 December 2016
EY —RNETZR=+—HILEE

C REERFEH
E@Hﬁﬁ%@?uAE%ﬂEZiﬁ TRBESHT
ABARMA0,754,000 L (ZTE—HF : AR
4,370,00070) AR B HINE I % A R E
i BRINEE ST BIBRFTRIMNEE BIFRE ©

LONG-TERM PREPAYMENTS 28. REIFA(IRK
Prepayment for rights to operate the wireless networks at railway KRB BAR AR 2 EERETRAR
stations
During the year, the Group made prepayments for railway Wi-Fi operations. RER - REBKANEILEBEWI-FigE 4 m
The movement of prepayments is as follows: TERR o IS REBHNT -
2016 2015
—RE —T—AF
RMB’000 RMB’000
ARET T ARETT
At 1 January n—A—H - 43,289
Additions AN 20,811 5,425
Amortisation for the year EFEHH (20,811) (33,589)
Impairment loss (note 20(c)) REEBE(MFE20(c) = (15,125)
At 31 December N+—A=+—H = =
AVAILABLE-FOR-SALE FINANCIAL ASSETS 20. AIMEHESRERE
2016 2015
—RE —ET—HF
RMB’000 RMB’000
ARBT T ARET T
Non-current assets ERBEE
Unlisted equity securities LTRGBS 2,200 600
Less: impairment loss B OREEE (2,200) (600)

The unlisted equity securities represented investments of 1.81% and
2.44% equity interests in two private companies established in the PRC,
of RMB2,000,000 and RMB200,000 respectively. The investments were
carried at costs as they do not have quoted market prices in an active
market and their fair values cannot be reliably measured. Based on
unaudited financial information, the directors considered that recoverability
was low. Impairment losses of RMB1,400,000 and RMB200,000 were made
to reduce the carrying amounts as at 31 December 2016.

The above available-for-sale financial assets are denominated in Renminbi.

Smartac Group China Holdings Limited

SEEMEEEAFRRERMEEF E LT
ARAIN.81% K%2.44% 2 IR AR - DRIAA
R 2,000,000t & A R #200,0007T © %5
BEAASME  BAESERERMBIEEY ST
BERRAREELZTE - RERLEER
MHER  EFRATREMHE  SEER=
E-ARFE+Z A=+t —BHELERESBARE
1,400,0007T & A R #200,0007C A #830 HBR &
{Eo

ALAHHESRMEEAARKE -

SEERBRAR

119



120

Notes to the Consolidated Financial Statements

RE B IRR MR

For the year ended 31 December 2016
BE —RETZA=t+—BILHFE

30. OTHER INVESTMENTS 30. HfRE
As at 31 December 2016, the Group’s other investments represented R-ZZE—XE+-_A=+—8 AEENEM
financial products issued by two banks. These financial products were %xéiaﬂﬁéﬁiﬁ TETZEMESR - ZEEME
performance linked non-equity products on demand with variable return mAXBEHMEEREER  EERKEERA
rates indexed to the performance of the underlying assets. The accrued and BEREMEE - Bt AN EBRAET
unpaid interest will be received upon redemption of the investment from EEAWITERIKE - EER5 - iygﬂF 2
the banks. The directors considered that the carrying value of the financial REEHENRERARCARBERE
products approximates their fair value at the end of the reporting period.
As at 31 December 2015, the Group’s other investments represented R-ZE—FAF+-A=+—8  K&EENEM
certificate of deposits (“CDs”) held by the Company issued by financial BEEARNAZBERLSREBREL 2 FRE
institutions. The CDs carried fixed interest at 0.9% — 1% per annum, payable (1R ]) c FAER0.I%E1% 2 [EF EF=R
yearly. The CDs were mature in August 2016. B WERFESN  c GRFERZZ—XREN
AE|H -
31. INVENTORIES 31. 78
2016 2015
—RE —T-RF
RMB’000 RMB’000
AR8T T AR®ET T
Raw materials R 38 -
Finished goods BIRK 1,739 2,624
1,777 2,624
Less: Allowance B BE (438) -
1,339 2,624
Reconciliation of allowance for inventories: FERELHE -
2016 2015
—RE —T—hHF
RMB’000 RMB’000
ARET T ARET T
At 1 January w—A—H - 19,892
Allowance for the year FEREE 438 552
Disposal of discontinued operations HEDRIERBEREXT - (20,444)
At 31 December H+—_BA=+—8 438 -
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AN i =
:%IT\ =] Eji%#ﬁ%‘:z M;.I--I;I For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

32. TRADE AND OTHER RECEIVABLES 32. FEWEBRFR X H b FE U R
2016 2015
—E-RE —T—hF
RMB’000 RMB’000
ARBT T ARBTT
Trade receivables (note (a)) JE U BR 3R (BT 3 (a)) 5,709 4,650
Less: Allowance B BE (770) (724)
4,939 3,926
Advance payments to suppliers TERT L FE R R IE 404 301
Deposits b 7,310 7,665
Prepayments SEADES 1,305 1,661
Other receivables (note (b)) Hof e sk (HE (b)) 13,222 15,822
27,180 29,375
Note: MsE
(a) Trade receivables (a) FEUWERFX
The Group’s trading terms with customers are mainly on credit. The credit REFEEEPHNESBIUAEEARRE &
terms generally range from 30 to 90 days. For new customers, payment in BHIR —MNNIOKREQAZH - IEFRA
advance is normally required. The Group seeks to maintain strict control BAXNEMNK - KEEIKRFLERESRE
over its outstanding receivables. Overdue balances are reviewed regularly by WERRBERIES] c EERSREEAEYHE
the directors and senior management. HARAREEIT R A -
The ageing analysis of the Group’s trade receivables, based on invoice date, RIBEREZEBE - AEEREBKIRREINRRERE)
and net of allowance, is as follows: ZERESTIT ¢
2016 2015
—E—XREF —E—hHEF
RMB’000 RMB’000
ARBFT ARETT
Up to 3 months 3EAR 3,603 3,142
3 to 6 months 3ZE6fEA 525 105
6 months to 1 year 6EAZE14F 682 -
Over 1 year 1A 129 679
4,939 3,926
Reconciliation of allowance for trade receivables: FEUGBR R B BR -
2016 2015
—E-REF —ZT—-A%F
RMB’000 RMB’000
ARBT T ARETT
At 1 January Hm—A—H 724 1,710
Allowance for the year FARHE 153 242
Disposal of discontinued operations HEBRILBECEER = (762)
Write-off e (95) I
Reversal of allowance BEm (12) (466)
At 31 December W+—_A=+—H 770 724

Smartac Group China Holdings Limited FEEEERIERER AR
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32. TRADE AND OTHER RECEIVABLES (Continued)

Note: (Continued)

(a) Trade receivables (Continued)

As of 31 December 2016, trade receivables of approximately RMB1,972,000
(2015: RMB1,719,000) were past due but not impaired. These relate to a
number of independent customers for whom there is no recent history of

For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

32. FEWRBRFR R H b RE R (%)
BEE (8
(@) FEWARR ()

R-Z—RE+-A=1+—8 BEEXY
ARM1,972,0007c(ZT—AF : AR¥

1,719,0007T ) % BB K 3R R

B FRETE

default. The ageing analysis of these trade receivables is as follows: AR REENBILEE - ZEEKRERZE
BT -

2016 2015
—E-RE —T—AF
RMB’000 RMB’000
AR¥T T ARETT
Up to 3 months 3MEAR 1,161 959
3 to 6 months 3Z618A 464 81
6 months to 1 year [JEESE:S 218 331
Over 1 year 1A+ 129 348
1,972 1,719

The carrying amounts of the Group’s net trade receivables are denominated

in the following currencies:

%%@%%E’Eﬁﬁ%’ﬁz,ﬁﬁﬁf‘éﬁu?i@%ﬁ

2016 2015
—E-XREF —E—hF
RMB’000 RMB’000
ARBT T ARETT
HK$ ok 502 376
RMB AR 3,981 2,710
us$ x% - 840
KRW BE 289 -
JPY =] 167 -
4,939 3,926
(b) At 31 December 2016, an impairment of RMB2,683,000 (2015: (b) RZE—RFE+ZA=+—0 BEtEMmEYK
RMB4,050,000 from discontinued operations) was made for the other FIEH ARY?2,683,000c(—E—FH4F : kA

receivable.

(c) At 31 December 2015, other receivables included in non-current assets
represented an amount due from a purchaser arising from disposal of a

subsidiary as disclosed in note 45(d).

33. PLEDGED BANK DEPOSITS AND BANK AND CASH BALANCES

IR AR5 AR #4,050,0007T ) HRE ©

() R=T—AF+=A=+—AH

A ASERBEA

ERE AU L E — M B AR ELME
WE T3 2 SRR (IKTREA5(d)FHER)

33. BEMRTERRBTIRASER

2016 2015

—E-RE —ZET—hF

RMB’000 RMB’000

AR¥ET T ARETT

Cash at bank and on hand (note a) RITERER S (HiEa) 99,953 95,515
Pledged bank deposits (note b) BIEIRRITFR (M 5ED) 592 =
100,545 95,515
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AN i =
:%IT\ =] Eji%#ﬁ%‘:z M;.I--I;I For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

33. PLEDGED BANK DEPOSITS AND BANK AND CASH BALANCES 33. BiEFRITERREBTRREEF(E)
(Continued)

Note: Mz -
(@ The carrying amounts of the Group’s bank and cash balances are (@) ARBRTRASERZREENTHIER
denominated in the following currencies: 18 -
2016 2015
—E-RF —E-hE
RMB’000 RMB’000
ARBF T AREFT
us$ =& 17,097 19,610
HK$ B 78,701 68,008
RMB AR 3,753 4,166
KRW EE 287 3,684
JPY A 105 -
Others EHAth 10 47
99,953 95,515
As at 31 December 2016, the Group’s bank and cash balances held by RZE—R"F+=-A=+—8 ' A&EFBEHK
the PRC subsidiaries denominated in RMB amounted to approximately BRARFMBENUAREAEZRITERSE
RMB3,753,000 (2015: RMB4,166,000). Conversion of RMB into foreign FRABARKER 753,000(—ZE—H%F : AR
currencies and remittance of RMB out of the PRC are subject to the foreign #4,166,0007C) - ARBEHBINERBAR
exchange control regulations imposed by the PRC government. T o B 38 OB 1 < AR B BT RO ONEE B IR
F oo
(o)  The Group’s pledged bank deposits represented deposits pledged to a bank (b) AEEHSIKFEITFERIEEBEERITERM

for bank guarantee.

34. TRADE AND OTHER PAYABLES AND PROVISION FOR ONEROUS

CONTRACTS

(a) Trade and other payables

1R Z 3R -

34. EABRRREMEMSRRSEESORE

(a) EFERMREMENR

2016 2015

—E-XREF —T—hfF

RMB’000 RMB’000

AREET T ARETT

Trade payables FETBR IR 3,515 2,906

Receipts in advance from customers =P TR 747 428
Payables for construction costs and purchase #EEpA N IEE ¥ -

of property, plant and equipment R N 5% A FE A~ 3R 2,658 1,292

Other payables o B FR 26,269 18,520

Accrued expenses TRREMA 3,263 4,666

36,452 27,812

The ageing analysis of the Group’s trade payables, based on the date

RIBKRERZAREE BAEEZ EMAER

of receipt of goods or service consumed, is as follows: KRBT

2016 2015
—E-RE —E-RfF
RMB’000 RMB’000
ARET T ARETTT
Up to 3 months 3MEARA 1,772 2,543
3 to 6 months 3Z6MEA 1,577 78
6 months to 1 year 6EAZE1F = 4
Over 1 year 1FELAE 166 281
3,515 2,906

Smartac Group China Holdings Limited FEEEERIERER AR
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34. TRADE AND OTHER PAYABLES AND PROVISION FOR ONEROUS
CONTRACTS (Continued)

(a) Trade and other payables (Continued)

The carrying amounts of the Group’s trade payables are denominated
in the following currencies:

For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

4. ENRERRAMEMRERBEESNEE

(&)
(a) ENERRRHEAENSR(E)
AEEREMERREHERATESE

2016 2015

—E—RF TR

RMB’000 RMB’000

ARET T ARETT

RMB AR 3,386 2,578
HKS A K 11 328
us$ % 118 -
3,515 2,906

(b) Provision for onerous contracts

The provision of RMB50,575,000 represented recognition of
commitment for the railway Wi-Fi operation for the forthcoming
years. Due to unsatisfactory results from operations for both years
2016 and 2015 arising from huge operating cost incurred and low
revenue generated, the management may decide to suspend the Wi-Fi
operations for two particular railways in order to reduce the losses,
hence a provision for onerous contracts of RMB50,575,000 was
recognised as at 31 December 2016.

35. DUE TO DIRECTORS

The amounts due to directors are unsecured, interest-free and repayable on
demand.

36. BANK LOANS AND BANKING FACILITIES

The analysis of the Group’s bank loans is as follows:

(b) EEMENEE

ZARM50,575,000 T EREAE TH#
ERRR 5 R I NE I EEWI-FilB ik m
RHBEMRARRBEEAEZSHE - &1
ZE-RERZZT—AFEENASRER
FRIBRARCE - FEETWNIEE - ERE
G RTE S LMK AR B Y N Bk 8
EWi-Fid s UK EE - At - REE=
T—ARE+-A=Z+—BLLFEENLEEE
mHEEMEARSRPERERESHE
5 AR ¥50,575,0007T °

35. ENEENE

ENEFFRAEEANR 28R
iE o

AR EREFE

36. MITERRRITHE

AEEBITERIMAOT

2016 2015

—E—RFE —T—AF

RMB’000 RMB’000

ARET T ARETT

Secured bank loans repayable within one year AR—FRNERZEERRITER 15,000 17,000
Bank invoice loans BITRZER = 368
15,000 17,368

The carrying amounts of the Group’s bank loans are denominated in the
following currencies:

AEBRTEFRZREAERATESHE

2016 2015

e —E—A%

RMB’000 RMB’000

ARET 7 ARET

RMB AR 15,000 17,000
USH x&® = 368
15,000 17,368
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36.

37.

B BRI

BANK LOANS AND BANKING FACILITIES (Continued)

The average interest rates at 31 December were as follows:

36. RITER

For the year ended 31 December 2016
HE-_Z-—RF+_A=+—HILEFE

iR SRAT A ()
Rt-A=+—B2zFHFK:

2016
—REF

2015
—T-RHE

Bank loans RITER
Bank invoice loans IRITREER

4.79% to 5.66%
4.79%%5.66%

5.61% to 7.28%
5.61%%7.28%

N/A
TiE A

4.75% to 6.25%
4.75%%6.25%

The Group’s bank loans are repayable within one year. Bank loans of
RMBS3,000,000 are arranged at fixed interest rates and expose the Group to
fair value interest rate risk while amount of RMB12,000,000 bank loan and
bank invoice loans are arranged at floating interest rates, thus exposing the
Group to cash flow interest rate risk.

As at 31 December 2016, bank loans of RMB15,000,000 (2015:
RMB17,368,000) are secured by:

—  Charge over the building (note 20(b));

—  Charge over the prepaid land lease payments (note 23);

—  Charge over the investment properties (note 21); and

—  Personal guarantee provided by a director of the Company (note 49(b)).

CONVERTIBLE BONDS

The Company issued 2 tranches, Tranche 1 and Tranche 2, of convertible
bonds at 100% of the principal amount of HK$65,000,000 for each tranche
(totalling HK$130,000,000), as part of the consideration for the acquisition
of Muntari Group on 6 January 2011. The convertible bonds are interest-free
and unsecured.

On 16 June 2011, Tranche 1 of convertible bonds with principal amount of
HK$65,000,000 were converted into 144,444,444 ordinary shares of the
Company.

The rights of the convertible bond holders to convert Tranche 2 convertible
bonds into ordinary shares are as follows:

—  Conversion rights regarding Tranche 2 of convertible bonds are
exercisable at any time after 15 days from the date of the board
meeting for approving the audited financial statements of Ningbo Lianyi
Enterprise Management Consultancy Company Limited and Ningbo
Bokun Petrochemical Storage Company Limited for the financial year
ended 31 December 2011 up to 10 business days prior to its maturity
date on 6 January 2016.

- If a convertible bond holder exercises its conversion rights, the
Company is required to deliver ordinary shares at a conversion price of
HK$0.45 per share.

The convertible bond holders are not entitled to redeem the convertible
bonds before their maturity date. On the other hand, the Company shall
have the right to redeem all, but not some only, of the convertible bonds
outstanding at an amount equivalent to the principal amount of the
convertible bonds in its sole and absolute discretion at any time after 30
months of the issue date of the convertible bonds.

Smartac Group China Holdings Limited

37.

AEBZRITERAR—FREE - BITEXK
A R #3,000,0007T LA B & F K7 B K& AN E @&
ZRAARBEFERR - 1 ARE12,000,0007TH
ﬁﬁ%m&ﬁ“%?%ﬂ%%ﬁ@ﬂ%%%’
A SAEBEARZBERANERR -

RZTE—XNF+_A=+—8  RITEXK
AR #¥15,000000c(ZF—HF : ARY
17,368,0007T) JY A T 51| 1H B K17 -

—  BFZHEMR(PHEE20(0))
- LTEEENE Zﬁﬁﬂhﬂ@

—  BEUYEZER(HE21)

= $®ﬁ*%§$%%2@A%%(WE
49(b)) °

ARRES

RZZT——F—ANHB ' ARAIETMIL(E
—HRBEM)TBRBES  SHEBEASESE
¥ 65,000,000 7T (& ££ 7% ¥ 130,000,0007T) 2
100% 31T - (EBRIBSR R EE 2 S LE -
ZEUBMBRES AR B RERKA -

RZEBE——F A+ B AeEABE
65,000,000 LW E — LAl R EAFE LA
144,444 444N R B E @A ©

AR ESE AR
BB R

“HEATBRARE S R

B BRI R B 25 2 AR AT I A R
BHEXERZAERAFRERTER
ALERBRERARNBE_T——F+_-8
=t RALPRFEZEECH BRI
g QQS*E&+£E&§E%%E@U

—NFE—ANB) A HEZEEAEMA
R RETTHE o

i?

— HEABRRESFEATERRE - AKX
NEIBERESREE4STZ BB EREE
TERAR -

AERES A ABEE A RRESE S A
EI%@T%&E% A—HE AREEE
WA AR B 31T B B 5 = + 18 A &
BR2ENEREATERAESASZSHEE

2EF(MIERRD ) 2 Rz ATARRE S -

PESEEEERERAR
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For the year ended 31 December 2016
BE —RETZA=t+—BILHFE

37. CONVERTIBLE BONDS (Continued) 37. AERES (E)
During the year ended 31 December 2015, the Tranche 2 convertible bonds BE_Z—AF+_-_A=Z+—HULHFE K&
with principal amount of HK$65,000,000 were converted into 144,444,444 % %85 %65,000,0007T 2 B Z L AT AR EH K
ordinary shares of the Company (note 40(a)). ¥ BN F)144,444, 444053 A% (i 5E40(@)) °
The Tranche 2 convertible bonds have been split between the liability AR EFEHE S ABERN S RITE
component and derivative component as follows: AWM TR -
Liability Derivative
component component Total
BES PTHEE D HET
RMB 000 RMB’000 RMB’000
AREEFT ARBTFT ARETT
At 1 January 2015 R-ZZ—h%—H—H 46,029 5,247 51,276
Interest charge for the year (note 11) FRF B (M) 1,439 = 1,439
Transfer to equity upon conversion K MR8 B 2 iR N
(note 40(a)) (Ff5E40(a)) (47,355) (5,236) (52,591)
Exchange difference MEH R (113) (11) (124)
At 31 December 2015 RZF—AF+=A=+—AH - = =
The interest charged for 2015 was calculated by applying an effective ZE-RFMEZHNIREEBD RERNE
interest rate of 8.92% per annum to the liability component. FHE8.92%:TH -
The derivative component is measured at its fair value at the date of issue, PTESBHRERETA  SMEMRERARA
at the end of each reporting period and the date of conversion. The fair WAREFE - "ﬁﬁﬁ%mﬁikfﬁ;ﬁ N
value has been determined by Avista. The fair values are estimated using the BENERZEABL(E=EAnETE)"
binomial model (level 3 fair value measurement). The key assumptions used & FTA E’JIETE““ZIDT
are as follows:
Date of conversion
7 May 2015
HMH—_T—RE
AA+EA
Weighted average share price hniE AL E HK$0.44
7E#50.447T
Weighted average exercise price INEEFEHITEE HK$0.45
7150.457T
Expected volatility TEER 18 70%
Expected life TEEAFIR 1.02 years
1.024F
Risk free rate 4 [ i I R 0.13%
Expected dividend yield TEHEARR B iz 0%
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""T\ For the year ended 31 December 2016
HZE —RNETZR=+—HILEE

38. CONTINGENT PAYABLES 38. HAENFIE
The Company offered 2 tranches, Tranche A of 253,141,304 consideration NN ZE-Z=ZFWVCLEREEITEAm

shares and Tranche B of 108,489,130 consideration shares to the
shareholders of VCL as part of the consideration for the acquisition of the
51% equity interest in VCL in 2013.

253,141,304&1&1“%%&%8?&108 489,130
B ERAD - 1A EEVCLAYS1% MR 50 10 &
& - st -

On 26 November 2013, Tranche A of 253,141,304 consideration shares RZZE—=F+—A=+758 253,141,304
were issued at HK$0.28 per share based on closing price of the Company’s Hx%AﬁtﬁffofﬁhzZK BRI EETTH AW
shares on share issue date. The fair value of Tranche B consideration shares BERAEM0.287TLHEIT - EBHREBERMHKZ

was approximately RMB31,742,000 (equivalent to HK$39,599,000) as at 31
December 2014.

On 24 November 2015, Tranche B of 108,489,130 consideration shares
were issued at HK$0.335 per share based on closing price of the

E-NE+-_A=+—HBHIAEHNAEARE
31,742,0007T (A& 74 #39,599,0007T) °

R-T—AF+—A=-+HEA - EBHARERD
108,489,130/% IR IE AN A RIMR D R IR 1D 8217 B

127

Company'’s shares on share issue date. 2T EERABE0.335LE1T
2015
T—HF
RMB’000
ARETT
At 1 January »n—H—H 31,742
Change in fair value (note 9) NABEES(HE) (2,649)
Release upon issue of consideration shares (note 40(c)) BATRERD B8 (KT3E40(c)) (29,970)
Exchange difference EH =5 877
At 31 December R+—A=+—H =
39. DEFERRED TAX 39. IRIERIIE
The following are the deferred tax liabilities recognised by the Group. AEEERZBELEHBAENT -
Property,
plant and
equipment
and other
assets
NE  BE Intangible Investment
EEER assets properties Total
HihEE BREE BREUME #et
RMB’000 RMB’000 RMB’000 RMB’000
ARBFTT AREFTT ARBTT ARBFT
At 1 January 2015 R-ZE—RF—H—H (420) (12,614) (5,936) (18,970)
Credited/(charged) to profit or loss sEA(HBR) 185
(note 12) (PffEE12) 56 567 (550) 73
Disposal of discontinued operations PEBRIERBREEER
(note 45(c)) (MI5£45(c)) - 10,223 - 10,223
At 31 December 2015 and R-E—RF+-_A=+—H
1 January 2016 R-T—~E—H—H (364) (1,824) (6,486) (8,674)
Credited/(charged) to profit or loss A (F0BR) B
(note 12) (FF3E12) 32 990 (555) 467
At 31 December 2016 W-B—AF+-A=+—8 (332) (834) (7,041) (8,207)
Smartac Group China Holdings Limited FEEEERIERER AR
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39. DEFERRED TAX (Continued)

At 31 December 2016, the Group has unused tax losses of approximately
RMB141,612,000 (2015: RMB102,512,000) available for offset against
future profits. No deferred tax asset has been recognised in respect of the
tax losses of approximately RMB141,612,000 (2015: RMB102,512,000) due
to the unpredictability of future profit streams.

The unused tax losses of approximately RMB130,978,000 (2015:

RMB98,936,000) will expire as follows:

For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

39. IEFERIE (&)

RZZE—XNE+-_A=+—0 AEEEXRE
AZzRMEBEEHARK141,612,0000(=ZF
—RE : AR102,512,0007T) 7] A SR 84
i A o A G A s RGN R B ERETER - BB
EHEEHARKE141,612,000( T —FHEF ¢
AR#102,512,0007T) 2 IEER THE E K T iE

.
27
s ©

KERAZHBEBELHARKE130,978,0007L(=
T—HF : AR¥ 098,936,000t ) B H &5 i 40

™
2016 2015
—E—NF —T—RF
RMB’000 RMB’000
AREET T ARETT
Year 2019 —FB-hF 24,448 24,448
Year 2020 —EEF 74,488 74,488
Year 2021 —T-—%F 32,042 -
130,978 98,936

Apart from the tax losses as disclosed above, the remaining tax losses may

BB RBEERI - BT 2 BREER

be carried forward indefinitely. ERRERAEEE o
40. SHARE CAPITAL 40. JR7A
The Company
PN
Number Nominal value
of shares of shares
BHEE BROHEE
HK$'000
BT T
Authorised: ERE
Ordinary shares of HK$0.05 each SRMESE0.057TH L B
At 1 January 2015, 31 December 2015, RZZE—RE—HA—H8 "
1 January 2016 and 31 December 2016 —E—RF+-_A=+—H "
A S s e =
—E—XE+-_A=+—H 8,000,000,000 400,000
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40. SHARE CAPITAL (Continued)

For the year ended 31 December 2016
HE-T—R"E+-A=+—HLEFHE

40. BRAS (&)

Number Nominal value Nominal value
of shares of shares of shares
BHEHE R4 EE BOHEE
HK$'000 RMB’000
BT T AR®ETF T
Issued and fully paid: BRITREHE :
At 1 January 2015 R-ZZE—RF—AF—H 3,366,947,850 168,347 154,397
Issue of shares upon conversion of R IR IR E SR 1T D
convertible bonds (note (a)) (K3E(a)) 144,444,444 7,222 5,778
Issue of shares upon placement Bl & R 31T
(note (b)) (FF3E(D)) 348,480,000 17,424 13,941
Issue of shares upon consideration BHAR BRI ZEITIRGD
share granted (note (c)) (B3E(c) 108,489,130 5,424 4,473
At 31 December 2015 and R-ZE—AF+-_A=+—HBHEK
1 January 2016 —E—-X"¥—HA—H 3,968,361,424 198,417 178,589
Issue of shares upon placement FRE RS 21T AR (D
(note (d)) (BT EE()) 793,672,000 39,684 35,478
At 31 December 2016 RZFE—X"F+=-A=1+—H 4,762,033,424 238,101 214,067

Notes:

(@)

On 7 May 2015, principal amount of HK$65,000,000 Tranche 2 of
convertible bonds with carrying amount of approximately RMB52,591,000
was converted into 144,444,444 ordinary shares of the Company
of HK$0.05 each and approximately RMB5,778,000 (equivalent to
HK$7,222,000) and approximately RMB46,813,000 (equivalent to
HK$51,967,000) was credited to share capital and share premium account
respectively.

On 28 May 2015, the Company and Orient Securities (Hong Kong)
Limited entered into a placing agreement in respect of the placement of
348,480,000 ordinary shares of HK$0.05 each at a price of HK$0.51 per
share. The placement was completed on 5 June 2015 and the premium
on the issue of shares, amounting to approximately RMB125,407,000
(equivalent to HK$156,733,000), net of share issue expenses of
approximately RMB2,855,000 (equivalent to HK$3,568,000), was
credited to the Company’s share premium account and approximately
RMB13,941,000 (equivalent to HK$17,424,000) was credited to share
capital.

On 24 November 2015, Tranche B of 108,489,130 consideration shares
were issued at HK$0.335, based on the closing price of the Company’s
shares on that date, of which approximately RMB25,497,000 (equivalent
to HK$30,919,000) was credited to the Company’s share premium, and
approximately RMB4,473,000 (equivalent to HK$5,424,000) was credited to
share capital.

On 30 November 2016, the Company and Orient Securities (Hong Kong)
Limited entered into a placing agreement in respect of the placement of
793,672,000 ordinary shares of HK$0.05 each at a price of HK$0.1033
per share. The placement was completed on 15 December 2016
and the premium on the issue of shares, amounting to approximately
RMB36,715,000 (equivalent to HK$41,067,000), net of share issue
expenses of approximately RMB1,105,000 (equivalent to HK$1,236,000),
was credited to the Company’s share premium account and approximately
RMB35,478,000 (equivalent to HK$39,684,000) was credited to share
capital.

Smartac Group China Holdings Limited

BEE -

(a)

RZZE—RERBtH A& SEABKE
65,000,000 7T K 58 — L AT 42 AR fE 5 FR T (E 40
AR#52,501,0007T B 748 5144,444,444 7%
ZARNRGRBEL.0STEBER - HARKE
5,778,000 T (#H5 R E#7,222,0007T ) K& 47
AR #46,813,0007T (FBE R 151,967,000
T0) 2 BIFH AR AR R A7 3 (B AR o

RZTFE—RAFRA=Z+NB ' ARRIEERH
BHF(BB)BRAAGLEEHENERE
#0.51 7T Bt & 348,480,000 f% & A% % #50.05
T2 EER ZEER = —HFEARA
SERK - MBR TR B A4 AR 2,855,000
70 (18 & 7 & #63,568,0007T ) 18 + AT (D
FT 8% B4 AR 125,407,000 T (# 5 R
7 # 156,733,000 7T ) 7 A AR A 8 B 10 & B
B RO ARM13,941,0007 (HHER B
17,424,0007T ) 5t AR o

RZE—RFE+—A=Z+WE  KOFRER
ARRMNZ BT ERSRARK0.3357T
1T BHL108,489, 130 KB * EF L
AR H25,497,0007T (A5 7 4% 30,919,000
L) ARRABRGEEE  HOARK
4,473,000 7T (16 % R B % 5,424,00070 ) 5F A
AR o

R-ZB—RE+—A=18  ARAFERHZ
H(BEB)ER AR LEESREATRBLE
0.1033 7T AL & 793,672,000 % & RX#E #0.057T
ZEBR  ZEER_T—A"F+=-A+HA
SERK + MBREITARD B A A AR 1,105,000
T (M Z 81,236,000 ) 1% » 1TAM BT
BHEHARES6,715,000T (HER B
41,067,00070) st AR R RIRADHEER - &4
AR #35,478,0007T (#8557 7 139,684,000
LN

PESEEEERERAR
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For the year ended 31 December 2016
BE —RNETZR=t+—HILEE

40. SHARE CAPITAL (Continued) 40. PRAN(4E)

The Group’s objectives when managing capital are to safeguard the Group’s
ability to continue as a going concern, so that it can continue to provide
returns for shareholders and benefits for other stakeholders.

The Group manages the capital structure and makes adjustments to it in
the light of changes in economic conditions and the risk characteristics of
the underlying assets. In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends paid to shareholders, if any,
return capital to shareholders, issue new shares, or sell assets to reduce
debt. No changes were made in the objectives, policies and processes
during the years ended 31 December 2015 and 2016.

The Group monitors capital on the basis of the debt-to-adjusted capital
ratio. This ratio is calculated as net debt divided by adjusted capital. Net
debt is calculated as total debts less cash and cash equivalents. Adjusted
capital comprises all components of equity (i.e. share capital, share
premium, retained profits and other reserves).

AEMAXERY AHEATREAEMEE
MBS - ABERRE R R ARG
EH G -

AEEBRBEBERERBEEERR RN E
LEBEARBLHE(ELHE - HHEFHA
BERRE  AEEHSRBEINTREZE
ERE(WE)  AKRBEERAE - BITHR
0 HHEEBRENRERE REBEE-F—5
FR-FB-RFT-A=+T—RILFEEHE
M BEGRRRRYL S

AEBER @ﬁﬁ%mﬁ&§$m1%%ﬁ
Ao ZHLRAEBIRAKLHRIRERGTE -
BEEUNEBRERRS MRS FEYAE %§
ﬁ”%§$@%%ﬁm ARAE A B > (BIARAS
Befmin(E - REBEN R EMFHE)

2016 2015

—RE —T-RF

RMB’000 RMB’000

ARET T ARBTFT

Debt (a) BT (a) 102,275 61,509
Less: Bank and cash balances B RITTRRES ST (99,953) (95,515)
Net debt FEB 2,322 (34,006)
Equity (b) T2 (o) 92,293 162,301
Net debt-to adjusted capital ratio TFESE B E AL R 2.52% N/A

(@) Debt is defined as due to an associate, trade and other payables,
provision for onerous contracts, due to directors, bank loans, liability
components of convertible bonds and due to a related party as detailed
in notes 27(a), 34(a) and (b), 35, 36, 37 and 49(c) to the consolidated
financial statements.

(b) Equity includes all capital and reserves attributable to the owners of the
Company.

It is the Group’s strategy to keep the net debt-to-adjusted capital ratio as
low as feasible.

The only externally imposed capital requirement is that for the Group to
maintain its listing on the Stock Exchange it has to have a public float of at
least 25% of the shares.

The Group checks the substantial share interests showing the non-public
float through the Stock Exchange’s website and it demonstrates continuing
compliance with the 25% limit throughout the year. At 31 December 2016,
82.67% (2015: 79.16%) of shares were in public hands.

Annual Report 2016

(a) BEBRTHEMN—HEBEQRNE BN
AR R E AR - BERESLEE &
Hé% XIE - RITEF &T#hﬁ%mﬁ
BEEBD A RN — R KIE - FB
RE %ﬁﬁ%%ﬁwu 34(a) K(b) %»
36 - 37 549(c) °

(b) %’ BREARRBRREENMEE AR R

ﬁ

ARENRBEIRAUEBFEGHRARRER
PO R MR

H—INDBERNERNERRAEEREB M E

MBHEREV2SBHNRARITRE ©

REBEABIFABUBERNBRIELARERE
ZEERMNEZ  HERIRAFEHERS
25% LR - BE-_T—A~"F+=-A=+—8"
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For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

41. STATEMENT OF FINANCIAL POSITION AND RESERVE 41.
MOVEMENT OF THE COMPANY

RABPHRR TR HEEE

(a) Statement of financial position of the Company (a) ADBFHAMRE

At 31 December

R+=—A=+—AH
2016 2015
—T—RE —T-RF
RMB’000 RMB’000
AR¥ET T ARET T
Non-current assets EREBEE
Property, plant and equipment ME - BENREKE 383 445
Investments in subsidiaries RIB A RIRE 22,345 61,981
22,728 62,426
Current assets RBEE
Prepayment and other receivables TE 1o 3R B LAt FE X 419 4,437
Due from subsidiaries JE KBS B A B SR IE = 24,255
Other investments HMigE = 24,010
Bank and cash balances RITRBASET 89,768 32,292
90,187 84,994
Current liabilities REEE
Accruals and other payables TEiR B A R H B R 1,630 2,242
Due to directors JENEEZIE 203 6,402
1,833 8,644
Net current assets MENEETE 88,354 76,350
NET ASSETS FEE 111,082 138,776
Capital and reserves MR AR (%1
Share capital 3 214,067 178,589
Reserves i (102,985) (39,813)
TOTAL EQUITY RS 111,082 138,776

Approved by the Board of Directors on 31 March 2017 and are signed on its behalf by:

EXgN T tF-AZ+-BEERATIALIRRERTSES

Yang Zhen
Director

EF

Smartac Group China Holdings Limited

Kwan Che Hang Jason

g

Director

EF

HER
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For the year ended 31 December 2016

42. RESERVES

HZE —RETZA=t+—BILHFE
41. STATEMENT OF FINANCIAL POSITION AND RESERVE 41, RNPTMBERR R R FEEEE (E)
MOVEMENT OF THE COMPANY (Continued)
(b) Reserve movement of the Company (b) RARFHEEH
Foreign
Share Share-based currency
premium payment translation Accumulated
account reserve reserve losses Total
BEER ROIAREE B R fGEE ZiER @zt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT ARETT
(note 42(b)(i) (note 42(b)(iv)) (note 42(b)(v))
(B=E4200)))  (PEE42(0)iv)) (B EE42(0)v))
At 1 January 2015 R-ZT—H%—A—H 840,792 1,759 (100,032) (750,547) (8,028)
Total comprehensive income AEEEENERE
for the year - - 10,107 (239,609) (229,502)
Issue of shares upon placement RERETRG
(note 40(b)) (KizE40(b)) 125,407 - - - 125,407
Issue of shares upon conversion HBRRRESRET
of convertible bonds (note 40(a)) {5 (T 3E40(a)) 46,813 - - - 46,813
Issue of consideration shares in BHEKBVCLETRE
related to acquisition of VCL 47 (Bi5E40(c))
(note 40(c)) 25,497 - - - 25,497
Lapse of share options granted BAEFERL 2 ERE
in prior years R - (423) - 423 -
Changes in equity for the year AEEEREE 197,717 (429) 10,107 (239,186) (31,785)
At 31 December 2015 and —ZT-HF
at 1 January 2016 +ZA=+—-Hk
—E-RF—-A—H 1,038,509 1,336 (89,925) (989,733) (39,813)
Total comprehensive income AEEEENERE
for the year - - 434 (100,321) (99,887)
Issue of shares upon placement FRERETRG (M
(note 40(d)) 40(d)) 36,715 - - - 36,715
Lapse of share options granted BEFERLZERE
in prior years R - (1,336) - 1,336 -
Changes in equity for the year AERERES 36,715 (1,336) 434 (98,985) (63,172)
At 31 December 2016 ZE-RE
+-A=+—8 1,075,224 = (89,491)  (1,088,718) (102,985)
42. f#fBE
(a) The Group (a) &E&EH

The amounts of the Group’s reserves and movements therein are
presented in the Group’s consolidated statement of profit or loss and
other comprehensive income and consolidated statement of changes in

equity.

Annual Report 2016

AEEZFESELAEZPRGEERE
Hip 2l amRIA MG A RRZ2BRET -

2016 FEHE



Notes to the Consolidated Financial Statements

nVT\

B BRI

42. RESERVES (Continued)

(b) Nature and purpose of reserves

(i)

(i)

(ifi)

(iv)

v)

(vi)

(vii)

Share premium account

Share premium represents premium arising from the issue
of shares at a price in excess of their par value. Under the
Companies Law of the Cayman Islands, the funds in the share
premium account of the Company are distributable to the
shareholders of the Company provided that immediately following
the date on which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as they fall due
in the ordinary course of business.

Merger reserve

The merger reserve of the Group arose as a result of the Group
reorganisation implemented in preparation for the listing of
the Company’s shares in 2002 and represented the difference
between the nominal value of the aggregate capital of the
subsidiaries combined under the group reorganisation over the
nominal value of the share capital of the Company issued in
exchange therefore.

Statutory reserve

The statutory reserve, which is non-distributable, is appropriated
from the profit after taxation of the Group’s PRC subsidiaries
under the applicable laws and regulations in the PRC.

Share-based payment reserve

The share-based payment reserve represents the fair value of the
actual or estimated number of unexercised share options granted
of the Group recognised in accordance with the accounting policy
adopted for equity-settled share-based payments in note 4(y) to
the consolidated financial statements.

Foreign currency translation reserve

The foreign currency translation reserve comprises all foreign
exchange differences arising from the translation of the financial
statements of foreign operations. The reserve is dealt with in
accordance with the accounting policies set out in note 4(d) to the
consolidated financial statements.

Capital reserve

The capital reserve represents the premium arising from further
acquisition of the equity interest up to 100% in GSTD during the
year ended 31 December 2015.

Other reserve

Other reserve represents the non distributable reserves regarding

the disposal of discontinued operations during the year ended 31
December 2015.

Smartac Group China Holdings Limited
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For the year ended 31 December 2016
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Pursuant to the written resolution passed by the shareholders of the

For the year ended 31 December 2016

HE-ZT—A<F+-A=+—RALFEE
43. SHARE-BASED PAYMENTS 43. B ZAFIE
Equity-settled share option scheme R EE 2 BRESTE

BEARBDBRRAN-_ZFZ_FAA_TEOHRB

Company on 24 September 2002, the share option scheme (the “Old BREERZ %E CARRRIBBI R AR
Scheme”) was approved and adopted and, the board of directors may, at its Z([E:E )  EFTEURBRFAQFHA

discretion, grant options to any director (whether executive or non-executive

SEEMEZR(RTESIFNTESE BUE

and whether independent or not), any employee (whether full-time or part- ESIEBVES) EE(2BFER) BRI
time), any consultant or adviser of or to the Company or the Group (whether BRAATHESRE AU EELEGESNEE

on an employment or contractual or honorary basis and whether paid or
unpaid).

Pursuant to the resolution passed by the shareholders of the Company in
the annual general meeting held on 27 May 2011, the Old Scheme was
terminated such that no further options could thereafter be offered under the
Old Scheme but in all other respects and provisions of the Old Scheme shall
remain in full force and effect, while a new share option scheme (the “New
Scheme”) was approved and adopted and, the board of directors may, at
its discretion, grant options to the eligible persons as defined in the New
Scheme.

The Company operates the New Scheme for the purpose of providing
incentives and rewards to eligible participants who contribute to the success
of the Group’s operations. Eligible participants include the full-time and part-
time employees, directors and full-time and part-time business consultants
of the Company and the shareholders of the Group. The New Scheme
became effective on 27 May 2011 and, unless otherwise cancelled or
amended, will remain in force for 10 years from that date.

The maximum number of unexercised share options currently permitted
to be granted under the New Scheme is an amount equivalent, upon their
exercise, to 30% of the shares of the Company in issue at any time. The
maximum number of shares issuable under share options to each eligible
participant in the New Scheme within any 12-month period is limited to
1% of the shares of the Company in issue at any time. Any further grant of
shares options in excess of this limit is subject to shareholders’ approval in
a general meeting.

Share options granted to a director, chief executive or substantial

1) R

BEAAARRR _-_T-——FAA-_T+LEE
TRZBREFRGFBBORER - ARFL
RILEF B (RS RIBEBIE—FRE
W - EEBIMAEEMSE RSREXE
BEZEEMLAEENS) - REWHE KRR
— IR RERT B (THEE )  EFgARIE
BEYHAEANERZ BB ALRBARE -

ZA/N ﬂkﬁ%?ﬂ'aﬁﬁ@&§ﬁ5$%l
EBRMEHERNAER2EE - §EK2
HEBEARFNZBERRES %%ﬂi
BRFBREGEBARKNEELR - #a3R
TE-—FRA-+LEHER  BRIESTIUH
HIEFT - BRFHZ AR T FRAEHAR -

RIBFAERB AKX HORTEBRERS

B (RTER)BERARRMEMER 2B #1T
B D #930% » WEM+ — A A MEAEITEE
BHEmMARNGEERERSEEZITHRN
E=SHE Tfﬁtiﬁﬁ BB B BT
EI1% o AR L IR EEARE - &
AR S EESARALAE

AARAESE  ESTHRABRTEMELR

shareholder of the Company, or to any of their associates, are subject EEBE AR L ERE - BELEBIIEHR
to approval in advance by the independent non-executive directors. In TEEIOE - N REM+-ZEAEM - M

addition, any share options granted to a substantial shareholder or an
independent non-executive director of the Company, or to any of their

ARB—NUETERRIBIIFNTESTARE
ERBEA XL BHARRMEMRRES ETR

associates, in excess of 0.1% of the shares of the Company in issue at 70.1% 3 B ) 4R B ¥ 5, OOO 0007t (RIEA L
any time or with an aggregate value (based on the price of the Company’s AR L BN ERTE) 2T ERE -

shares at the date of the grant) in excess of HK$5 million, within any
12-month period, are subject to shareholders’ approval in advance in a
general meeting.

The offer of a grant of share options may be accepted within 28 days from
the date of the offer, upon payment of a nominal consideration of HK$1 in
total by the grantee. The exercise period of the share options granted is
determinable by the directors, and commences after a certain vesting period
and ends on a date which is not later than five years from the date of the
offer of the share options or the expiry date of the New Scheme, if earlier.
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:%IT\ =] E]H%#E( MTJ' HI For the year ended 31 December 2016
HE-T—R"E+-A=+—HLEFHE

43. SHARE-BASED PAYMENTS (Continued) 43. BRAPZATFRIE ()
Equity-settled share option scheme (Continued) DRSS E o BIRAETE ()
The exercise price of the share options is determinable by the directors, but BRENTEEIRESRATE  HIIFEETSE
may not be less than the highest of (i) the Stock Exchange closing price of BERATIFRNERE (AR RROREZRED
the Company’s shares on the date of the offer of the share options; (i) the RS K EB R AT E () A2 5RO R
Stock Exchange average closing price of the Company’s shares for the five DEEERIBREEXREBIAMAIAERS
trading days immediately preceding the date of the offer; and (iii) the nominal BRFEHKRHE » Rl RAFIRMDRERKH
value of the Company’s shares on the date of the offer. ERES RMEE -
Share options do not confer rights on the holder to dividends or to vote at ERETER FHEATZAREHIRIEEKR
shareholders’ meetings. g HIRERER -
Details of the specific categories of options relevant up to 13 June 2016 BEEZZT—AR"FAAT=B2ABERERT
were as follows: DEEFBEOT :
Subscription No. of
Date of grant Grantee Vesting period Exercise period Price per share shares granted
REBAH AR A HEH 1T BRABE REBRESE
HK$
ot
14 June 2011 Directors Immediate 14 June 2011 0.8187T 2,000,000
to 13 June 2016
—T——FA+mMB =E=E BNAF —E——FAA+TmBE
—E-RF~A+=H
14 June 2011 Employees Immediate 14 June 2011 0.8187T 1,800,000
to 13 June 2016
—E——HXA+HEA (&EE B —E——FXATHBEZE

—E-RERA+TZ=A

Grand Total 3,800,000
Hat
If the options remain unexercised after an exercise period from the date of WERERN R BRI ZITEREMN AT
grant, the options expire. Options are forfeited if the employee leaves the 7 RIERESERER - WEEBMMAAERA
Group. e AR AR ©

Smartac Group China Holdings Limited PEEEEEZERERAR
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For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

43. SHARE-BASED PAYMENTS (Continued) 43. BRAXZATEIE ()
Equity-settled share option scheme (Continued) DRSS E o BIRAETE ()
Details of the specific categories of options relevant up to 13 June 2016 BEE-ZT—R"FAA+t=-HZHBEERES S
were as follows: (Continued) FHELT : (B)
2016
ZE-RE
Expired Outstanding Exercisable
Outstanding during at at Exercise
at 1 January the year 31 December 31 December price
R-A—H WrZA=t-H R+=A=+-H
Grantee ERA BT FARER HRITE AT T8
Directors = 2,000,000 (2,000,000) - - -
Employees E& 1,800,000 (1,800,000) - - -
3,800,000 (3,800,000) = =
Weighted average exercise price MEFHTHEE HK$0.82 HK$0.82 N/A N/A
E#0.827T B#0.827T TER TEA
2015
—T-RF
Reclassified/
Expired Outstanding Exercisable
Outstanding during at at Exercise
at 1 January the year 31 December 31 December price
w—A—H FNESE/ W+TZA=t-8B W+zAR=t-H
Grantee ERA HATTE [ HAITEE AT Ll
Directors S 3,800,000 (1,800,000 2,000,000 2,000,000 HK$0.818
B%0.8187T
Employees EE 1,200,000 600,000 1,800,000 1,800,000 HK$0.818
E#0.8187T
5,000,000 (1,200,000) 3,800,000 3,800,000
Weighted average exercise price MEFHTTHEE HK$0.82 HK$0.82 HK$0.82 HK$0.82
B%0.82 E#0.8270 ##0.827T ##0.827T
All options outstanding were expired after the exercisable period. No share FRERMAKRITEZEREERAIITFEAMBERE
option was granted for the years ended 31 December 2016 and 2015. W BE T ANFEFR-_E—AF+=A

=+—RALEFE - TEEABERERERL -
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44. MAJOR NON-CASH TRANSACTIONS

45.

44.

During the year ended 31 December 2016, on amount of approximately
RMB20,811,000 in relation to payment for railway wifi operations was
accrued during the year and included in other payables as at 31 December
2016.

NOTE TO CASH FLOW STATEMENT

(a)

Disposal of a subsidiary

45.

On 18 November 2016, the Group entered into a sale agreement with
directors of Advanced Voice Technologies Asia Limited (“AVTA”) to
dispose 52% entire equity interests in AVTA. AVTA was principally
engaged in trading of voice mail telephone system and provision of

maintenance services.

For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

FTEFRERS

BHE-_ZTZ—XE+-_A=+—BLEE &
FRAETABHELEEGAENROARE
20,811,000 cE T AR ZE—RE+ A
=+ —BZHAMERAR -

BERSRMETE
(@) HE—BWBELHE

RZZB—XRF+—A+NR  AEEEY
BEBSHMRDMNERAB([XERE
FOMERITLHEHE  HERLHES
AEHS2%EE - BN ETTENEE
SBHEFRRRH MRHEERT -

Net assets at the date of disposal were as follows: REEBRBZFEENT -
RMB’000
ARETT
Property, plant and equipment (note 20) M - BRE R (FTEE20) 8
Trade and other receivables JE Uk BR 51 B ELAth FE LR SR 56
Bank and cash balances RITRASETT 826
Due to fellow subsidiaries BRI RHIB A FZRIB )
NCI e RS (284)
Trade and other payables FEASTBR 3R B ELAth FE AP 5K (294)
Net assets disposed of HEEEFE 309
Release of foreign currency translation reserve YN I (o 45 [B] B (61)
Gain on disposal of a subsidiary HE B AR 46
Total consideration BRE 304
Consideration satisfied by REATH R
Cash & 304
Net cash outflow arising on disposal: HEREENRESRLFE -
Cash consideration received BERBESRE 304
Cash and cash equivalents disposed of HEReRESEEY (826)
(522)

Smartac Group China Holdings Limited
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45. NOTE TO CASH FLOW STATEMENT (Continued)

(b) Disposal of interest in a subsidiary without loss of control

(c)

During the year, the Group disposed of 30% interests in a wholly-
owned subsidiary at a cash consideration of HK$1,000. The effect of
the disposal on the equity attributable to the owners of the Company is

For the year ended 31 December 2016

HEZ

E-RE+-A=+—BHLFE

45. BEREBRMETE(HE)
(b) ETREXZFENBTRT HEHBAR

g

RER - REB LIRS REE1,0007TH
E-—H2EMBARMNI0%E - HEY
RARHEE ABIERZOZENT ¢

as follows:
RMB’000
ARETT
Carrying amount of the interests disposed EHEEENREE 2,036
Consideration received from non-controlling interests IR RN BN E 1
Gain on disposal recognised directly in equity HENERERO L SRS 2,037

Disposals of discontinued operations

On 27 September, 18 December and 28 December 2015, the Group
discontinued the petrochemicals and zirconium products segments at
the time of the disposal of its subsidiaries, Kanway and its subsidiaries,
Kingweston and its subsidiaries and APR as fully disclosed in note 17.

List of disposed subsidiaries as follows:

Place of
incorporation/

Issued capital/
registered capital

(c) HEDKIF

R-ZE—RFEFHLAZ+LEBE - +=ZA+N
AR+=ZA=+N\R ' REEREEEHK
BRRMNBLENHBAR - BB RE

BB~ 7] R APRES -

AR ol RS E S

BONMFATAFEDRE) -

BHEHBATIENT -

Percentage of

Name of subsidiary establishment BRITRA ownership interest Principal activities
WEARERE o AR ok AfEAR EEEZZLA TEEK
Direct Indirect
Hi B
Kingweston BVI US$2,500,000 100% - Investment holding
SRETB EBRUHS %42,500,0007T REER
APR Indonesia US$1,900,000 51% - Separation, processing
ENfE %41,900,0007C and refining of zircon
sand, contracting and
management of mining
concession and the sale
of zircon products
EVDE - I RER
EBMEEFAREE
REVHE
BEERIIARAR The PRC US$12,410,550 - 100%  Research, development,
H %£4£12,410,5507TC manufacturing and sales
of zirconium compounds
HE - BUEREEELED
Century Dragon HK HK$15,000,000 - 100% Leasing of the Group’s office
Investment Limited BB 7 #15,000,0007T premises in HK, provision of

BERABRAF

Annual Report 2016
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45. NOTE TO CASH FLOW STATEMENT (Continued)

(c) Disposals of discontinued operations (Continued)

Place of
incorporation/

Issued capital/

registered capital

For the year ended 31 December 2016
EY —RNETZR=+—HILEE

45. BEREBRME(HE)

(c) HECKRLFELEEL(E)

Percentage of

Name of subsidiary establishment BITRA ownership interest Principal activities
NGRS Gl P Ak A& HERER LA TEEK
Direct Indirect
B 3
HE EARAT The PRC US$4,200,000 - 100%  Research, development,

H %44,200,0007C manufacturing and sales

of rechargeable batteries
HE - BUEREE R
HEFEEEFRAR The PRC US$13,100,000 = 100%  Research, development,

H %413,100,0007C manufacturing and sales
of zirconium compounds,
electronic materials,
electronics ceramics and
new energy materials

W - BERIEERI(L
AM - BTHE -
BFREA RAaERM B
Kanway BVI US$50,000 100% - Investment holding
gk EBRUHS 2%450,0007T REER
Muntari Holdings Limited BVI US$1 = 100%  Investment holding
SRAERERAR RBRELES E&1T REER
Muntari Investments (HK) HK HK$1 - 100% Investment holding
Limited 5% BT REER
SRFERE(BB)BRAA
Ningbo Lianyi Enterprise The PRC RMB1,500,000 S 100%  Provision of management
Management Consultancy & & AR #1,500,0007T consulting service
Company Limited REERHEARY
;‘5/&5 g)i% ERFEAFRRD
Ningbo Bokun Petrochemical ~ The PRC RMB50,000,000 - Note*  Provision of petrochemicals
Storage Company Limited 1Bl AK#50,000,0007T i storage and wholesale
BRWERAABEERAR services
RO fmm e R B3 R
Note*: ~ Control the subsidiary through a series of contractual Mzt BB RIENLHHEHZMNE R

arrangements and enjoy 100% of its economic benefits.

Smartac Group China Holdings Limited
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45. NOTE TO CASH FLOW STATEMENT (Continued)

(c) Disposals of discontinued operations (Continued)

Aggregated net assets at the dates of disposals were as follows:

For the year ended 31 December 2016

EES

. ReRERWT(E)

() HEERILBELS

—ARE+ZA=t+—HLEE

% (%)

REERHZFEERRNT

RMB’000
ARETT

Property, plant and equipment (note 20) M - BB k& (FEE20) 14,429
Construction in progress (note 22) EEITE(MF22) 1,068
Prepaid land lease payments (note 23) T+ AR E B R (HEE23) 37,215
Intangible assets (note 25) my A E (Miskes) 37,921
Inventories =& 22,589
Trade and other receivables FEUERS &ﬁﬁﬂfﬂﬁlm 67,090
Bank and cash balances RITRBE 23,032
Trade and other payables FETERS &ﬁﬁﬂﬁgﬁm (66,871)
Due to related companies FEA EE IH (35,143)
Due to directors ﬁé?ﬁ%%?ﬁ(lﬁ (8,000)
Current tax liabilities BENIRAE (18,054)
NCI FEPEARHE R 24
Deferred tax liabilities (note 39) RIETR A A & (F7E39) (10,223)
Net assets disposed of HEEEFE 75,077
Release of foreign currency translation reserve NS (A [0 (96,636)
Professional expenses EXBH 721
Gain on disposal of discontinued operations (note 17) HE DRI ESE B (HRE17) 45,525
Total consideration BRE 24,687
Consideration satisfied by RELATH AR
Cash fﬁ(ﬁ 20,840
Deferred sales proceeds IERESHE Fr 15 3K8 3,847

24,687
Net cash outflow arising on disposal: HEREENRSTMEIFHE
Cash consideration received, net of expenses BERBESNRE - OBREZH 20,119
Cash and cash equivalents disposed of HERSRESEEY (23,032)

(2,913)
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For the year ended 31 December 2016
HE-T-—RF+-A=+—HLFE

45. NOTE TO CASH FLOW STATEMENT (Continued) 45. B AR RME(E)
(d) Disposal of a subsidiary (d) HE—FEHELAE
On 14 October 2015, the Group entered into a sale agreement with a RZE—HAF+A+MA - AR HAH
director of PCS I-Datacomms Limited (“PCSI”) to dispose 51% entire BAMRERAR([BREER]) —2ES
equity interests in PCSI. PCSI was principally engaged in provision of ST EERE  HERBBBAEI51%
structure cabling, IT infrastructures system integration business and Rt - BEGBNETERELABESE B
system maintenance. BRI AR « ERENEBRRFHE -
Net assets at the date of disposal were as follows: REEBRBZFEENT :
RMB’000
ARBTFT
Property, plant and equipment (note 20) Y - B KR (MEEE20) 96
Inventories FE 1,412
Trade and other receivables JRE LT AR R % L A B MR 2,839
Bank and cash balances RITRREET 916
Current tax liabilities EHHREAR 254
Due to fellow subsidiaries FEI R R B A B FRIE (277)
Due to a related company FES —FEIBAES A R FRIA (183)
Due to shareholder FETRR R FRIB (610)
NCI IR E (358)
Trade and other payables FEAT AR 30 I B FE A 3R (3,716)
Net assets disposed of HEBEFE 373
Goodwill allocated to the subsidiary (note 24) HEZMB AR ZEHE(ME24) 1,586
Release of foreign currency translation reserve SN R [l (35)
Loss on disposal of a subsidiary HE—MNEBRRER (1,370)
Total consideration BRE 554
Consideration satisfied by REUATH AR
Cash Re 112
Deferred sales proceeds RESHE TS RIE 442
554
Net cash outflow arising on disposal: HEREENRESMLFHE
Cash consideration received BEHEERE 112
Cash and cash equivalents disposed of TERSRRESEEY (916)
(804)

Smartac Group China Holdings Limited
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45. NOTE TO CASH FLOW STATEMENT (Continued)
(e) Acquisition of an associate

On 21 January 2015 and 15 September 2015, the Group entered
into an investment agreement and supplemental agreement with
Tianyi Venture and an individual to acquire in aggregate 27.4%
equity interest in Zewei (note 27). Zewei is principally engaged in
provision of information inquiries and sharing services in the PRC.
The consideration for the acquisition was satisfied by cash of

For the year ended 31 December 2016
BE —RETZA=t+—BILHFE

45. BEREBRMETE(HE)
(e) Wi —MEIBEE

PN

R-_ZE—AF—A-+—BR-_Z—HF
NA+HEB  AEEBRXREEE—RE
ATV EMZERAETHZE - AIRERE
A HOT 4% IE (M 5E27) - BEHETENE
RAREREENSARDZRY - KER
BUBEeAFRAIZF A AR 11,425,000

RMB11,425,000. The amount was fully settled during 2016. T MAREDR B RERBBE o
46. CAPITAL COMMITMENTS BAEYE
The Group’s capital commitments at the end of the reporting period are as REBPNRER RO ERNAENT -
follows:
2016 2015
—E-RE —ET—hF
RMB’000 RMB’000
AR¥ET T ARETT
Property, plant and equipment W - BEREE

Contracted but not provided for BB REE 598 20,793

47. LEASE COMMITMENTS

At 31 December 2016, the total future minimum lease payments under non-
cancellable operating leases are payable as follows:

47. FAHERE

RZZ-—RE+ZA=+—H  RETATHH
ZEEBHIANKRRBIN 2 HEBEREEN
™

2016 2015

—RE —T—nfF

RMB’000 RMB’000

AR®T T ARETT

Within one year —&FR 3,755 3,924
In the second to fifth year inclusive FEERF(REEEMT) 849 2,305
After five years HF& - 69
4,604 6,298

The Group leases offices and land under operating lease with fixed rental.
The lease runs for an initial period of 1 to 3 years, with an option to renew
when all terms are renegotiated.

At 31 December 2016, the total future minimum lease expected to be
received under non-cancellable operating leases are as follows:

AEEZZERONEETHSHERAZRL
e MFEBR—FE=ZF  BERENED—
PMEIHR B REER -

RZF-RET-A=+—8  RETATHEH
ZEBRAMBEYR KRR AUz ZERE K2
BT ¢

2016 2015

—RF —T—HF

RMB’000 RMB’000

ARET T ARBFT

Within 1 year —FR 1,991 1,904
After 1 year but within 5 years —FHRERFURN 800 1,026
2,791 2,930
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For the year ended 31 December 2016

EY —RNETZR=+—HILEE
47. LEASE COMMITMENTS (Continued) 47. HHFEIE (&)
The Group leases out the investment properties under operating leases. The AEBiRGEROEHEREEYE - VIFHE
leases typically run for an initial period of one to three years, with an option H—RAE—Z2=F EREHMER —IELHE
to renew the lease after the date at which time all terms are negotiated. EREX  HEFBEEERAERIARM TS
Lease payments are usually adjusted every year to reflect market rentals. ® o ZEMRNUEEFEXABESR -
None of the leases includes contingent rentals.
48. OTHER COMMITMENTS 48. HAthiKiE
At 31 December 2016, the Group had certain commitments in respect of the R-ZZE—XF+_A=+—8 xEEHRUAT
outstanding capital contribution of the following companies: 7N Tﬁﬁimﬁkﬂjﬁﬁﬁﬁﬁ S FARIE -
2016 2015
—RE —T-RHF
RMB’000 RMB’000
ARBT T ARBTFT
EEEHERERBERAR FEREERERE AR AT 1,800 -
Lucy Robotics NS A - 1,900
ShopperConnect La9F 1,600 -
Solomedia Shanghai BFLEE 13,494 -
Solomedia Yixing BT EH 23,390 26,000
PCS Carnegie BERAE 817 =
Solomedia Ad BTFES = 1,000
Haihai Travel Cloud Limited ;’iﬂ;’iﬁm%&*ﬁrﬁ@ﬂ 4,480 18,133
Cosmartec Limited RFEBERMERA 26,988 25,419
At 31 December 2015, the Group had commitments of RMB76,910,000 and N-ZZE—RAE+=-_A=+—8  K&EEFEK
RMB28,900,000 in respect of the outstanding payment for the long-term iﬂ#z&ﬁﬂ FENAREBEESERESR AARK
prepayments and deposits respectively. 76,910,0007T & A R#28,900,0007T °
49. RELATED PARTIES TRANSACTIONS 49. BHLE RS
In addition to those related party transactions and balances disclosed MBS RREMIBOB BN G H X5 Rt
elsewhere in the financial statements, the Group had entered into the 2N REBFRANREEBEFETTIATR
following transactions with its related parties during the year. 5o
(a) Transactions with related parties (a) HEHLZRS
Name of related parties Relationship Nature of transaction 2016 2015
B 2 1E FAR RE5ME —E-RE —E-RF
RMB’000 RMB’000
ARBT T ARETT
Shanghai Bokun Controlled by a director Motor vehicles service = 393
Investments Co., Ltd. of the Company fee charged
EEMRREERAR SART-REFEH LOIERSE
Zewei An associate Sale of an intangible asset 950 =
BHE —MEE A HE—EEFEE
Service income received 113 -
WCER AR 75 UL A
Service cost charged 2,324 -
2 A3 AR IS K AN
(b) Details of guarantees provided by related parties for banking facilities (b) B AR TAEE ZRITREERFABH
granted to the Group are as set out in note 36 to the consolidated FIA AR A BT TSR R MT 5536 ©

financial statements.
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49. RELATED PARTIES TRANSACTIONS (Continued)

(c) Amounts due from/(to) related parties

For the year ended 31 December 2016
BE —RNETZR=t+—HILEE

. EEMERS ()
(c) FEWr (FE(T)EA%E TS 7R

Name of related parties Relationship Terms 2016 2015
B 2 iE RAR RHME —REF TR
RMB’000 RMB’000
AR®BT T ARETT
Proactive Cyberspace Controlled by a director Unsecured, interest- - 726
Company Limited of the Company free and repayable
BEHHERGR AR ZARRNR—BERES on demand
mEA - REREA
REREFEE

PCS Telecom Limited Controlled by a director Unsecured, interest- - (130)

BEMEAEGRAR] of the Company

EARB R EREH

RESKEHEE

free and repayable
on demand

B - 2B NA

(d) The compensation to the Group’s key management personnel,
including amounts paid to the Company’s directors and certain of the
highest paid employees, is disclosed in note 15 to the consolidated
financial statements.

The remuneration of directors and other members of key management
during the year was as follows:

(d) mEEXTEEBRABZHE  EhEEX
NFARARBDEEREEZHEE 2R
DA MEMRME 16 KR -

FRNEFRTIEEBEEHMA B 2FBM
T

2016 2015

—E-RF T—hHEF

RMB’000 RMB’000

ARET T ARBTFT

Short-term benefits SE-EPIEE 5,908 4,762

50. EVENT AFTER THE REPORTING PERIOD

51.

On 5 January 2017, the Group entered into a conditional sale and
purchase agreement with a director of a non-wholly owned subsidiary,
Evolve, to dispose of the Group’s entire 51% equity interests in Evolve
and its subsidiary, which engaged in the provision of IT related services,
for a cash consideration of HK$3,950,000 (equivalent to approximately
RMB3,553,000).

COMPARATIVE FIGURES

The expenses presented in the consolidated statement of profit or loss and
other comprehensive income have been changed from the classification by
function to classification by nature as the directors consider that the new
presentation is more appropriate to the financial statements following the
Group’s current business.
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50.

51.

HREHERSBE

R-E—+F—AHA  AE@EBA-HEE2E
MiEB A BEvolve M E BT BIRHFEE R -
HEREERZEGEVOVe R HWB AR (ZE QT
REREENARFAAERE) 25051 %R -
HEREABS950,000T (HHEERARKE
3,553,0007T) °

LB HF
KRARERBHEYR  EERR/VBEHRERD
MENNTAELRE @ 2N ERBHEEEAM

2HRERNOZHERRDED BB RN
BoM -

2016 FEHE
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