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

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

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

Hong Kong Exchanges and Clearing Limited and the Stock
Exchange take no responsibility for the contents of this report, make
no representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising from
or in reliance upon the whole or any part of the contents of this
report.

This report, for which the directors of Credit China FinTech Holdings
Limited (the “Company” and the “Directors”, respectively) collectively
and individually accept full responsibility, includes particulars given
in compliance with the Rules Governing the Listing of Securities
on GEM for the purposes of giving information with regard to the
Company and its subsidiaries. The Directors, having made all
reasonable enquiries, confirm that to the best of their knowledge
and belief, the information contained in this report is accurate and
complete in all material respects and not misleading or deceptive,
and there are no other matters the omission of which would make
any statement herein or this report misleading.
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Unless the context otherwise requires, the capitalized terms used
under Corporate Information, Financial Highlights, Chairman’s

Glossary
S =1
G| ==

BXESBMEEN REER MBHE TER
T EEENWEST BEERSREEEZEE

Statement, Management Discussion and Analysis, Biographical 15 EEARE EFeRE BE HLEF
Details of Directors and Senior Management, Corporate Governance B AR E AN T BM B ARASE A G A NFH
Report, Report of the Directors, Environmental, Social and H&IE®E °
Governance Report and Financial Summary shall have the respective

meanings set out below.

“2016 AGM”
(2T - A"FEERBFAE]

“2017 AGM”
(2T —EFBRRBFAE]

“AGM(s)’
[RERBAFARZ ]

“Articles of Association”
[EZR24HE1]

“Audit Committee”

[BZEEE]

“Board”

[E=g

“business day”

[&%A]

“CCF” or “Company” or
“Credit China FinTech”

[CCF | 8 [ARA]] 8k
[hEEER ]

“Chairman”

[E/% ]

“Chief Executive Officer”

[BEHITE

“close associate(s)”
[EEBEAL]

the AGM held on Monday, 9 May 2016
RZE-—R"FRANB(EH)RBTHRRAFAE

the AGM to be held on Tuesday, 9 May 2017
BRZZE—tFRANB(EPD)BTNRRBF RS

annual general meeting(s) of the Company

ARRABBWRBFAE

articles of association of the Company
RRRZERAA

audit committee of the Board

ExgER%EY

board of Directors

-

has the meaning ascribed thereto under the GEM Listing Rules

BB RIZEMR LR R AT T HRE

Credit China FinTech Holdings Limited, incorporated in the Cayman Islands with
limited liability, the issued Shares of which are listed and traded on GEM (Stock

code: 8207)

FREEEMZERARAR —HRASESEMRIZARAR] HO#T

BB R AT B AR T R 5 (B 5% - 8207)

chairman of the Board
EXexE

chief executive officer of the Company

RRBZEFHAITE

has the meaning ascribed thereto under the GEM Listing Rules

B A AR LR R PT T e R &
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Glossary
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“Company Secretary”
[AB)#E ]

”»

“controlling shareholder(s)

[ B B R

“CG Code”
[{EERSFA]

“Director(s)”

[E%)

“EGM(s)”
[BRAEFRIRE ]

“Executive Director(s)” or “ED(s)

[(H1TEE]

“‘GDP”
[GDP |

“‘GEM”
[BIZAR]

“GEM Listing Rules”
[BlZ R AR 81

“Group”
[AREE |

“HK$”
&7t

“Hong Kong”
(&8

“Independent Auditor”
[ 98 37 %% 1AM

“Independent Non-executive
Director(s)” or “INED(s)”
(B FEITE R

company secretary of the Company
¥ N/N d/NCIE D/

has the same meaning ascribed to it under the GEM Listing Rules

BABIER LM AR T HHE

corporate governance code contained in Appendix 15 to the GEM Listing Rules

BIER EMMRBE+ AME 2 EERERTRI

director(s) of the Company

RRBES

extraordinary general meeting(s) of the Company
RRARRRERARE

executive Director(s)

HITES

gross domestic product

NEERE

the Growth Enterprise Market of the Stock Exchange
B5h <2 P B ZE AR

Rules Governing the Listing of Securities on GEM
BIEREFE S LR A

the Company and its subsidiaries
RAE REKER R

Hong Kong Dollars, the lawful currency of Hong Kong

BT BREAEER

the Hong Kong Special Administrative Region of the PRC
HREEBRERIITR R

independent auditor of the Company
ZN/NEIE VR 2 T

independent non-executive Director(s)

BIAFRTES
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“Nomination Committee”

[(fREZREE]

“Non-executive Director(s)”

or “NED(s)”
[IEENITEE]

“PRC”

[FE

“Register of Members”

[ BSR4 i

“Remuneration Committee”

A E R

“RMB”
[AR#]

“SFO”
[ 7875 MR 1501

“Share(s)”
[Ax 17 ]

“Shareholder(s)”
[ IR

“SME(s)
N

»

“Stock Exchange
[ B 32 FfT

“subsidiary(ies)”

M= PNCIN

“Year”

[REE]

“op”
(%] B

nomination committee of the Board

ExgiRtEEg

non-executive Director(s)

FHMITES

the People’s Republic of China and, for the purpose of this annual report,
excluding Hong Kong, the Macau Special Administrative Region and Taiwan

hEARKME AAFHRHF  TEEZE BFIFHITHRENEE

register of members of the Company

NN &

remuneration committee of the Board

ExeyMEzEe

Renminbi, the lawful currency of the PRC

ARE FBEAEEH

Securities and Futures Ordinance (Chapter 571 of the laws of Hong Kong)
BHRBAE G (FEEFIFET1E)

ordinary share(s) of par value of HK$0.02 each in the share capital of the Company
RARIRARFREBE0.02/8 T 2 AR

holder(s) of the Share(s)
RHFEA

small and medium-sized enterprise(s)

D LTSS

The Stock Exchange of Hong Kong Limited
FEBMARZMARATR

has the same meaning ascribed to it under the GEM Listing Rules

BABIER ETARAAE T ROEREE

year ended 31 December 2016
HE_Z—X"FE+-_A=+—HLEE

per cent. or percentage
ERise

452016« MEBEAEERERAT 4



Corporate Information

nE&#

DIRECTORS =

Executive Directors HITES

Mr. Phang Yew Kiat TREEE
(Vice-Chairman and Chief Executive Officer) (BIEREFEEEHTE)

Mr. Chng Swee Ho =L E

Mr. Sheng Jia BRiERAE

Non-executive Directors FEHITES

Mr. Li Mingshan (Chairman) FAWLEE (EE)

Mr. Li Gang M5 A&

Mr. Wong Sai Hung =M A

Mr. Zhang Zhenxin ofk 3R 5T 50 A

Ms. Zhou Youmeng BARBLZ+

Independent Non-executive Directors BAFPITES

Mr. Ge Ming EREE

Dr. Ou Minggang B BA WIS+

Mr. Wang Wei EHRELE

Dr. Yin Zhongli FRYE L

COMPANY SECRETARY NEIRE

Mr. Kwok Siu Man (A fellow of The Hong Kong Institute of AKX E (BB FTWERSZEFRES)
Chartered Secretaries)

COMPLIANCE OFFICER ERERE

Mr. Chng Swee Ho Himxis

AUTHORISED REPRESENTATIVES EEKRE

Mr. Phang Yew Kiat TG R A

Mr. Kwok Siu Man WIS E
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AUDIT COMMITTEE

Mr. Ge Ming (Chairman)
Dr. Ou Minggang

Mr. Wang Wei

Dr. Yin Zhongli

NOMINATION COMMITTEE

Dr. Ou Minggang (Chairman)
Mr. Ge Ming

Mr. Wang Wei

Dr. Yin Zhongli

REMUNERATION COMMITTEE

Mr. Wang Wei (Chairman)
Mr. Ge Ming

Dr. Ou Minggang

Dr. Yin Zhongli

PRINCIPAL BANKERS

China Merchants Bank Hong Kong Branch
21/F, Bank of America Tower

12 Harcourt Road

Central, Hong Kong

China Construction Bank Corporation
(Shanghai Nanjing West Road Sub-branch)
No. 577-587, Nanjing West Road
Shanghai, The People’s Republic of China

Corporate Information
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Corporate Information

nE & #

INDEPENDENT AUDITOR B 3L 1% SR
SHINEWING (HK) CPA Limited BEAPAN(BEE)GTMEBMAERA T
Certified Public Accountants HE A

43/F, Lee Garden One
33 Hysan Avenue
Causeway Bay, Hong Kong

LEGAL ADVISER

Mayer Brown JSM

16th-19th Floors, Prince’s Building
10 Chater Road, Central

Hong Kong

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman, KY1-1111
Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN

HONG KONG

Rooms 3533-39, Level 35
Two Pacific Place

88 Queensway

Hong Kong
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Corporate Information
NG L

HEAD OFFICE AND PRINCIPAL PLACEOF @M= RPE T =L £

BUSINESS IN THE PRC

Room E-F, 28F, Mirae Asset Tower
No. 166 Lujiazui Ring Road
Pudong, Shanghai,

The PRC

Postal Code 200120

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE IN CAYMAN ISLANDS

Royal Bank of Canada Trust Company
(Cayman) Limited

4th Floor, Royal Bank House

24 Shedden Road, George Town

Grand Cayman, KY1-1110

Cayman Islands

HONG KONG BRANCH SHARE
REGISTRAR AND TRANSFER OFFICE

Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong

WEBSITE

www.creditchina.hk

STOCK CODE

08207

INVESTOR RELATIONS CONTACT

ir@creditchina.hk

H

PEHERTE

Bk 2R 1 3R 516655
RIREEKNE28EE-FE
45200120

RESHRENIERMBRAR

BiR

Royal Bank of Canada Trust Company
(Cayman) Limited

4th Floor, Royal Bank House

24 Shedden Road, George Town
Grand Cayman, KY1-1110

Cayman lIslands

EERMBRELTE

BEBFERBRAT
B

2FXNER1835%

A M L22iE
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www.creditchina.hk
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08207
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ir@creditchina.hk
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Financial Highlights
M5 =

2016 2015 Changes
—E-RE —E—RF g
RMB’000 RMB’000
AR¥ET T ARBTT
Operating Results IR
Turnover EEERE 1,075,677 429,590 150.4%
Profit for the year FEa A 342,247 80,041 327.5%
Profit attributable to owners of the ARNEHEE AR RF
Company 301,122 85,606 251.7%
Non-GAAP profit attributable to KRB AEL
owners of the Company (Note a) IE—RAREETRANEF
(FffzEa) 414,105 96,391 329.6%
RMB RMB Changes
AR AR b=g )
(Restated)
(&&E5)
Earnings per share (Note b) FRAF (HEb)
— basic e 7 1.48 cents% 0.51 cents? 190.2%
— diluted —#E 1.43 cents% 0.51 cents? 180.3%
Non-GAAP earnings per share BRIE—MAREE
(Note a) RAIZF (FizEa)
— basic — &R 2.04 cents%y 0.58 cents? 251.7%
— diluted — s 1.97 cents% 0.57 cents? 245.6%
2016 2015 Changes
ZE—REF —E—RF =g
RMB’000 RMB’000
AR¥ET T ARBTT
FINANCIAL POSITION B AR
Total assets BEMHRT 8,862,513 4,871,701 81.9%
Bank balances and cash wITEBR LIRS 1,233,391 615,015 100.5%
Total liabilities BEES 4,620,933 2,239,115 106.3%
Net assets BEFHE 4,241,580 2,632,586 61.1%
Note a: BffsFa :

Since the third quarter of 2016, we have included relevant non-generally
accepted accounting principles (“GAAP”) adjustments for certain non-cash
items and certain impact of acquisition or disposal transactions. We adopted
the new presentation in order to more clearly illustrate our non-GAAP financial
measure, and to be more consistent with what we believe to be industry
practice. Comparative figures have been adjusted to conform to the new
presentation.

Note b:

The calculation of the basic and diluted earnings per share for the year ended
2016 and 2015 have been adjusted as a result of the share subdivision
effective on 19 September 2016.
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Chairman’s Statement

Dear Shareholders,

On behalf of the Board, | am pleased to present our annual results for
the year ended 31 December 2016.

As China continues to reconfigure itself towards a services and
consumption-driven economy, the country is experiencing a ‘new
normal’ of slower GDP growth when compared with the past
decade. The year 2016 in particular was marked by turbulence in
the Chinese equity market, which has made Chinese investors more
rational about their expectations for yields and returns, and more
aware of the risks associated with investment products in general.
Against this macro backdrop, traditional financial institutions reliant
on conventional business models have struggled to sustain their
growth, while FinTech enterprises that have been able to combine
innovative business models with technology to enhance and disrupt
financial services have flourished.

Over the past three years, the Group has developed a FinTech
services ecosystem in China comprising multiple operating platforms
and over 32 million users. CCF’s platforms are widely recognized
by regulatory bodies, such as the People’s Bank of China (PBOC),
and industry associations, such as the National Internet Finance
Association (NIFA), for their high quality risk management systems
and consistent compliance with regulations. The Group’s online
investment platforms were also among the first batch of platforms
to appoint commercial banks as custodians for clients’ funds,
which puts CCF firmly in line with the latest regulatory requirements
and has laid a solid foundation for the expected restructuring and
consolidation of the industry, which is already underway.

With its internet and mobile solutions, the Group provides
24 x 7 online financial services to individuals, SMEs and merchants
in China and across Asia. In 2016, the Group focused on expanding
its ecosystem and strategically diversifying its product and service
offerings with the aim to deliver sustainable and stable returns for
CCF'’s shareholders. For example, the Group successfully expanded
into the mobile point-of-sale solutions space through its new
platform, Shanghai Jifu, which provides accessible and affordable
tools for small merchants to grow and participate in the wider
economy. Through the Group’s Weshare Finance platform, which
provides online, big data-driven automated consumer loan services,
CCF has diversified from its traditionally SME-focused business to
cover the wider mass market and target the emerging middle class
in second-to fourth-tier cities in China, whose financial needs have
been underserved by traditional financial institutions.
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BALIRER -
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Chairman’s Statement
FEHE

The Group also witnessed remarkable organic business growth, with
its UCF Pay service recording transaction volumes of RMB193.9
billion, up 89% from 2015. First House Loan also had a successful
2016, with its annualized transaction volumes up 119% year-on-
year to RMB7.7 billion. As a result of the aforementioned organic
growth and strategic investments, the Group’s reported profit to
shareholders amounted to RMB301.1 million, 251.7% higher than
the year before. Furthermore, earnings per share amounted to
RMB1.48 cents, 190.2% higher compared with RMB0.51 cents in
2015.

In 2016, the Company took advantage of its status as a listed issuer
to raise funds through various channels, raising over HKD2 billion
through convertible bonds and loans, the proceeds of which have
provided strong support for the Group’s rapid business growth.

The Group has also taken a lead in FinTech development in the
region. This was recognized when the Group became a founding
member of the Global Blockchain Business Council in January 2017,
and is evident from CCF’s expansion into Southeast Asian markets.
The Group hopes to replicate its successful experience in China by
focusing on Southeast Asian countries with low banking penetration
rates but high mobile internet connectivity, which CCF believes are
key factors for assessing market potential for the development of
FinTech services.

Looking ahead to 2017, CCF will continue to leverage its strengths
and build on its core competencies, with the goal of becoming a
leading pan-Asian FinTech services group. It shall remain heavily
focused on retaining and attracting talented employees and valued
clients.

Lastly, on behalf of the Board, | would like to extend my gratitude to
all shareholders for their continuous support, and | would also like
to express my sincere thanks to all employees for their dedication
and contributions to the Group. As a team, the Group is committed
to achieving sustainable growth while creating more value for
shareholders and stakeholders in the long-run.

Li Mingshan
Chairman

Hong Kong, 21 March 2017
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Management Discussion and Analysis

BUSINESS REVIEW AND OUTLOOK

Industry Trends

In 2016, we witnessed a year full of opportunities and changes
across the FinTech industry in China. The industry saw healthy
growth throughout the year, with the transaction volume of online
third party payments and P2P lending having increased by 61%
to RMB19.2 trillion and 110% to RMB2.1 trillion respectively.
Credit China FinTech is well positioned to capture these growth
opportunities with its diversified FinTech business presence.

The growth potential of the FinTech industry has attracted a large
number of operators from a wide variety of backgrounds who
wish to capitalize on opportunities in this fast-growing space.
China’s regulators have rolled out a series of new and constantly
evolving rules and regulations to better protect the general public’s
interests. Following the promulgation of the government’s relevant
policies in China, the fintech industry, especially the peer-to-peer
(“P2P”) lending space underwent a period of transformation and
consolidation. On 24 August 2016, China Banking Regulatory
Commission, Ministry of Industry and Information Technology,
Ministry of Public Security and China Internet Network Information
Office jointly issued the (BEEBEEFEEFNWEXK ZHEREY
179%5%) (the Interim Measures on Administration of the Business
Activities of Peer-to-Peer Lending Information Intermediaries, “Interim
Measures”), which clearly defined the regulatory and operational
requirements for P2P operators in China. On 13 October 2016, the
(EPEcRERBEERETIEEESZE) (Implementation Plan
for Special Regulation on Internet Financial Risk) was promulgated
by State Council, which rebuilt the regulatory concept of internet
finance, and further strengthened its regulatory efforts. There was
a significant reduction in the total number of operating P2P lending
platforms in China as a result of these policies and the unregulated
growth came to an end. Clearly, such policies and industry evolution
benefit the fintech industry and ensure its long term stable, healthy
and sustainable development.

B I8 B 5t am B 57 4T

EBOBERRE

TEBE

ZE-RFE RMRBTHEERBETERM
WEHEEN—F-TELRTRRER 2%
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M110%  ZEIARE192BRITMARB218E
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Management Discussion and Analysis

B I B 5T w54 47 4T

BUSINESS REVIEW AND OUTLOOK

(Continued)

Industry Trends (Continued)

Over the same period, the Group’s platforms have actively
participated in various activities contributing to the sustainable
and regulatory development of fintech environment in China. In
September 2016, the National Internet Finance Association of China
(“NIFA”) launched the credit information sharing platform for P2P
lending players in China, and First P2P, the flagship P2P platform
in our ecosystem became one of the 17 inaugural information
sharing institutions. By leveraging on its comprehensive business
qualifications and risk management capabilities, the Group’s various
fintech platforms received affirmation and recognition from regulatory
authorities (such as the People’s Bank of China) and industry
associations (such as NIFA). We believe that Credit China FinTech
will remain as a key player and is well-positioned to solidify its market
leadership during the industry consolidation stage.

In 2016, we also saw a range of technological innovations on big
data, cloud computing, artificial intelligence and blockchain, and
these innovations were widely applied in a number of areas such as
payment and clearing, financing, wealth management, retail banking,
insurance and transaction settlement. A new era of technological
revolution in the finance industry is in its full swing.

In 2016, by leveraging on existing businesses, we built up additional
revenue streams such as mobile point of sale (“POS”) services,
online consumer finance and mobile gaming services through
strategic investments. As a result, we have successfully established
an integrated fintech service ecosystem, consisting of three core
business segments, namely 1) third party payment, 2) online
investment, and 3) technology-enabled lending. Together with
traditional loans and mobile gaming, we will continue to focus on
these five revenue streams to further strengthen our market position.
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Management Discussion and Analysis

BUSINESS REVIEW AND OUTLOOK

(Continued)

Operational Highlights

Third party payment

UCF Pay Limited (‘UCF Pay”), our 100% owned online third
party payment platform, has maintained its leading position
in the online third party payment service sector in China. The
total transaction volume in 2016 reached RMB193.9 billion,
representing a growth of 89% year-on-year (total transaction
volume in 2015: RMB102.5 billion), of which the transaction
volume in December 2016 reached a new monthly high to
RMB29.7 billion. UCF Pay’s accumulated active users reached
3.25 million in December 2016, representing an increase of
over 64% as compared to 1.97 million at the end of 2015.
During the year ended 31 December 2016, UCF Pay diversified
its merchant customer base through the rollout of cross-border
payment solutions and P2P fund custody solutions. It also
introduced new services, such as direct banking solutions and
cloud wallet services, to satisfy emerging customer demands:

o Direct banking solutions provides advisory services to
commercial banks on the construction of direct banking
as well as system building. It is a product of UCF Pay’s
leading technology. Currently, it provides such services
for two commercial banks;

° Cloud wallet services is embedded in our customers’
App to which it provides users with additional
convenience in daily transactions. Users can choose to
use various applications, such as mobile phone top-up,
utilities bill payments, shopping and entertainment, as
well as credit card bill payments through this product,
and complete payments using UCF Pay. This product
helps our customers to diversify their applications and
increase their user stickiness. Currently, approximately
20 applications have been incorporated into cloud wallet
services.
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Management Discussion and Analysis

CEEAEE R R

BUSINESS REVIEW AND OUTLOOK

(Continued)

Operational Highlights (Continued)

Third party payment (Continued)

Shanghai Jifu Xinxi Jishu Fuwu Co., Ltd.* ( /8B E & B
i AR %A PR A a)) (“Shanghai Jifu”), our mobile POS provider
which is 35% owned by the Group, provides flexible and
convenient mobile POS solutions to small-and-micro sized
merchants. Shanghai Jifu recorded over RMB632 billion of
total transaction volume in 2016, representing a growth of
70% year-on-year. Total registered users reached 7.53 million
by December 2016, compared to 3.56 million in December
2015. In 2016, Shanghai Jifu gained excellent reputation, and
developed strong sales channels, which strengthened the
stickiness and loyalty of its small-and-micro sized merchant
customers. In addition, Shanghai Jifu continued to optimize
its risk management procedures, and established a new risk
control system. Shanghai Jifu remained innovative on product
development and launched customized rate for individual
customers during the year ended 31 December 2016, which
contributed to the rapid growth in payment business.

Pursuant to the sales and purchase agreement dated 26
November 2015, Shanghai Jifu has met the guaranteed profit,
that audited consolidated net profit after tax for the year ended
31 December 2016 not less than RMB150 million for the year
ended 31 December 2016.

* For identification purposes only (£t 5l
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Management Discussion and Analysis

BUSINESS REVIEW AND OUTLOOK

(Continued)

Operational Highlights (Continued)

Online investment

In 2016, First P2P upgraded itself with a strategic positioning
as a comprehensive online investment platform for financial
assets comprising P2P loans, funds, insurance, securities and
asset management. First P2P achieved a significant growth
and strong operating results in 2016: its total accumulated
transaction volume reached RMB155.5 billion by the end of
2016, and its annual total transaction volume was RMB76.3
billion in 2016. During the year ended 31 December 2016,
its annualized transaction volume reached RMB25.7 billion,
increased by 93% year-on-year. The average term of products
in 2016 was about 121 days, increased by approximately 53
days as compared with 68 days in 2015. First P2P’s registered
users reached 7.55 million as of end of 2016. In 2016, First
P2P became a member of NIFA, was awarded the Information
Resilience Excellence Awards by British Standards Institution
(BSI), and gained the 2016 Chinese Financial Technology
Pioneers honor issued by Zhongguancun Internet Finance
Institute (CZIFI). The platform’s operation and information
security system also met the international standards of ISO
9001 and ISO 27001. In May 2016, First P2P introduced
Haikou United Rural Commercial Bank as its third party
custodian bank. In August 2016, First P2P completed its Series
C round financing, led by institutional investors including China
Construction Bank International.
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BUSINESS REVIEW AND OUTLOOK

(Continued)

Operational Highlights (Continued)
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Online investment (Continued)

In 2016, the total transaction volume of Financial Workshop
reached RMB7.0 billion and, its annualized transaction volume
reached RMB2.7 billion, increased by 89% year-on-year. The
average term of investments in 2016 was about 139 days,
increased by approximately 80 days as compared with 59
days in 2015. As at 31 December 2016, Financial Workshop's
registered users reached 0.94 million, with 208,000 new users
in 2016. During the year ended 31 December 2016, Financial
Workshop became a founding member of NIFA, one of the
first batch of enterprises allowed to access into the Product
Registration and Information Disclosure System of Beijing
Internet P2P Lending Industry Association. Financial Workshop
embraced regulatory changes, and successfully launched
fund custodian system as it partnered with Huishang Bank in
October 2016. Financial Workshop also optimized its products
mix, expanded product offerings including supply chain finance
and launched consumer finance products. Currently, Financial
Workshop has developed partnership with two consumer
finance loan originators. In addition, Financial Workshop
commissioned “Yibaoquan”, the third party electronic contract
data preservation service, whereby electronic contracts signed
by users can be kept at Financial Workshop and Yibaoquan
simultaneously, which would enhance data and information
security. To improve user experience, Financial Workshop has
brought various new features online, including member grading
system, membership point system, which together with
“Douge Mall” and game center, has increased user stickiness.
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Management Discussion and Analysis

BUSINESS REVIEW AND OUTLOOK

(Continued)

Operational Highlights (Continued)

Technology-enabled lending

Shenzhen Yifangyidai Information Technology Service
Company Limited* CRINEEZEEZERMREER A
A]) (“First House Loan”) also achieved a significant growth in
2016, with total transaction volume reaching RMB17.5 billion,
or 23% increase year-on-year. During the year ended 31
December 2016, its annualized transaction volume reached
RMB?7.7 bilion, or 119% increase year-on-year. The average
term of products in 2016 was approximately 160 days, up by
about 70 days as compared with 90 days in 2015. During the
year ended 31 December 2016, First House Loan continued
its product innovation, developed and launched many new
products with different features and target customers, such
as “No. 7 Youjudai”, “No. 9 Youjudai”, “No.2 Lejudai” and
“No.3 Lejudai”. In light of the policy changes and movement
in market conditions, First House Loan improved its existing
risk management process and optimized relevant procedures,
which had significantly improved its review and approval
efficiency. At the same time, First House Loan continued to
expand its businesses, and explored alternative lower-cost
funding sources through cooperation with banks, insurance
companies and trusts, aiming at building its platform with multi-
asset channels and multi-funding sources.

* For identification purposes only (£ % 5l
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BUSINESS REVIEW AND OUTLOOK
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Operational Highlights (Continued)
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Technology-enabled lending (Continued)

Weshare, which is an online consumer lending platform
operated by Leyu Limited (“Leyu”), equity interest of which
was acquired by the Group in 2016, recorded a remarkable
performance in 2016. Weshare positioned itself as providing
matching services for cash loans targeting young customers
in second-, third- and fourth-tier cities in China. Based on
big data analytics as well as risk management capabilities,
Weshare has established strategic cooperation with a number
of banks, consumer finance companies and online small loan
companies, in which Weshare serves as the loan facilitator. As
at the end of 2016, Weshare (including strategic cooperations
based on financial cloud platforms), had 9.09 million of
registered users (vs. 2.46 milion as at the end of 2015). The
annual accumulated transaction volume reached RMB7.77
billion, representing 3.4 times of such value in 2015, and the
lending value and number of transactions in December 2016
alone reached over RMB1.5 billion and 1 million, respectively.
In 2016, Weshare established the quantitative risk assessment
module, targeting blue collars and emerging white collars.
By leveraging on tens of data sources, the module can form
a database with thousands of variables, and incorporate
application fraud model, application credit risk model,
transaction behavior risk model, collection repayment intention
and capacity model. In addition, such module had significantly
decreased the overdue rate and bad debt rate as it utilized
machine learning and artificial intelligence technologies.
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Management Discussion and Analysis

BUSINESS REVIEW AND OUTLOOK

(Continued)

Operational Highlights (Continued)
e  Others

Shenzhen Qiyuan Tianxia Technology Company Limited* ()3
B R TREERRQA) (“Qiyuan”’), a mobile gaming
services provider which is 51% owned by the Group, also saw
outstanding performance during the year ended 31 December
2016. In 2016, Qiyuan focused on launching two popular
games including Jifeng Jianhun and Jidou Xiyou. Of which,
Jidou Xiyou achieved outstanding performance and recorded
gross billings of approximately RMB125 million during the year
ended 31 December 2016. As at the end of December 2016,
the registered users of Jidou Xiyou alone surpassed 5.68
million and Qiyuan’s accumulated registered users reached
8.16 million.

Pursuant to the sales and purchase and subscription
agreement dated 29 January 2016, Qiyuan has met the
guaranteed profit, that the audited consolidated net profit
for the year ended 31 December 2016 not less than
RMB50,000,000.

Strategic Highlights

In 2016, through the acquisitions and integration of Shanghai
Jifu, Qiyuan and Weshare, the Group kept on enriching its fintech
ecosystem. We expanded user base by capturing mobile POS
merchants, mobile gaming users and consumer finance borrowers,
and diversified into new revenue streams. The new businesses could
also generate strong synergistic effects with our existing businesses,
laying a solid foundation for further exploiting the potentials of the
Chinese fintech market.

In December 2016, as one of the co-founders, the Group
established “Asia FinTech Merger and Acquisition Fund of Funds”
with a total target fund size of RMB10 billion. The Group will leverage
on this opportunity to continue identifying accretive and synergistic
investments in the broader fintech field.

* For identification purposes only (£ % 5l
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Management Discussion and Analysis

R EE R R

BUSINESS REVIEW AND OUTLOOK

(Continued)

Strategic Highlights (Continued)

During the year ended 31 December 2016, the Group furthered its
business development and explored collaboration with a number
of fintech companies in Southeast Asia. In November 2016, the
Group signed an agreement to acquire the Vietnam-based Amigo
Technologies Joint Stock Company (‘Amigo Technologies”), which
marked the first foothold of our international expansion strategy. The
Group will set up a regional headquarters in Singapore, which will
help us capture the fast-growing fintech sector in Southeast Asia,
increase the competitiveness of Credit China FinTech, and solidify our
leading position in the Pan-Asian fintech industry.

FINANCIAL REVIEW

Revenues

For the year ended 31 December 2016, the Group reported
revenues of RMB1,075.6 million, an increase of 150.4% year-on-
year. The increase was primarily attributable to growth in revenues
from online investment and technology-enabled lending services,
driven by strong growth in transaction volumes on our key platforms
First House Loan and Financial Workshop and our recent acquisition
of the online consumer lending platform Weshare which contributed
to the Group’s revenues in the fourth quarter, and a significant
growth in payment transaction volume on our core third party
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payment platform UCF Pay, as well as healthy growth in interest REIAEBHE —"ZE—FEN _FT—NE+=
and financial consultancy service income driven by an increase A=+ —BHIFFEREBHHIE D 2 WA -
in the average size of our loan portfolio during the year ended 31
December 2016. The following table sets forth the Group’s revenues
by segment of business for the years ended 31 December 2015 and
2016.
For the year ended 31 December
BE+-_A=1+—-HLEE
2016 2015
—E-1E —E-1F
% of total % of total
RMB’000 revenues RMB'000 revenues
LT ON fEEIA
AR¥T T ER AREFTL BOl
Traditional loans and financing EREFLEE 429,988 40.0 188,896 439
Third party payment service E= A ARB 189,983 17.6 128,148 29.9
Online investment and technology- £ 4RI 4 K EHE 52 &)
enabled lending service EX R 366,517 34.1 112,546 26.2
Others Hit 89,189 8.3 - -
Total et 1,075,677 100.0 429,590 100.0
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FINANCIAL REVIEW (Continued)

Revenues (Continued)
Traditional loans and financing income

Traditional loans and financing income mainly includes interest
income and financial consultancy service income, which were derived
from the Group’s loan financing services including entrusted loans,
pawn loans and other loans secured with assets or guarantees. It
generated 40.0% of the Group’s total revenues and recorded an
increase of 127.7% to RMB429.9 milion for the year ended 31
December 2016. The significant increase in traditional loans and
financing income was primarily due to the increase in the average
size of our loan portfolio during the year ended 31 December 2016
as we had deployed our excess capital raised from capital raising
activities during the year ended 31 December 2016 for short-term
lending before investment opportunities were subsequently identified
and financed.

Third party payment service income

The third party payment business, which included the provision
of online payment transactions, payment system consultancy and
related services, generated revenues of RMB189.9 million for the
year ended 31 December 2016, an increase of 48.2% year-on-year.
It represented 17.6% of the Group’s total revenues. The increase
reflected a significant growth in total transaction volume on our core
third party payment platform UCF Pay to RMB193.9 billion for the
year ended 31 December 2016, an increase of 89% year-on-year.

Online investment and technology-enabled lending
service income

Our online investment and technology-enabled lending service
income mainly includes income generated by our online property loan
platform First House Loan, P2P platform Financial Workshop, as well
as our 48%-owned online consumer lending platform Weshare which
we acquired in November 2016. For the year ended 31 December
2016, the Group’s online investment and technology-enabled lending
business recorded revenues of RMB366.5 million, an increase of
225.7% year-on-year. It represented 34.1% of the Group’s total
revenues, of which Financial Workshop reported revenues of
RMB74.6 million, representing a 1.2-fold increase year-on-year; First
House Loan reported revenues of RMB160.6 million, representing
a 1.3-fold increase year-on-year; and Weshare reported revenues
of RMB121.0 million in the fourth quarter of 2016. The increase
in the business segment’s revenues is driven by continued strong
growth in transaction volumes and lengthening in the average term
of investment products across the First House Loan and Financial
Workshop platforms, which have contributed to higher effective fee
rates charged per transaction.
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FINANCIAL REVIEW (Continued)

Revenues (Continued)
Others

Others include mobile gaming service income generated by our
51%-owned subsidiary Qiyuan, which we acquired in April 2016. The
mobile gaming business contributed RMB89.2 million of revenues to
the Group for the year ended 31 December 2016, primarily due to
the launch of two game titles during the year ended 31 December
2016.

Interest expenses

Interest expenses mainly comprised interest due on bank and
other loans, Hong Kong dollar-denominated convertible bonds,
United States (“US”) dollar-denominated convertible bonds, RMB-
denominated corporate bonds and Hong Kong dollar-denominated
corporate bonds. The Group’s interest expenses increased by
134.5% year-on-year to RMB238.1 million for the year ended 31
December 2016. As at 31 December 2016, the Group’s external
funding increased by 156.3% year-on-year to RMB3,367.8 million,
of which bank and other borrowings amounted to RMB1,820.2
million (31 December 2015: RMB845.8 million); corporate bonds and
convertible bonds amounted to RMB1,547.6 million (31 December
2015: RMB467.9 million).

Other income

Other income mainly comprised bank interest income, convertible
bond interest income and government grants. The Group’s other
income increased by 10.2% year-on-year to RMB26.9 million for the
year end 31 December 2016.
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Management Discussion and Analysis

FINANCIAL REVIEW (Continued)

Handling charges, administrative and other
operating expenses

The Group’s handling charges, administrative and other operating
expenses primarily comprised salaries and staff welfare, intermediary
handling charges for third party payment services, bank and
financing charges, sales and marketing related expenses, and
rental expenses. In line with the significant increase in the scale and
staff headcount of our online investment and technology-enabled
lending and third party payment businesses and owing to the
acquisition of certain new subsidiaries, including Leyu and Qiyuan,
the Group’s handling charges, administrative and other operating
expenses increased by 63.1% to RMB374.9 million for the year
ended 31 December 2016 year-on-year. The increase is partly offset
by a 13.9% decrease year-on-year in handling charges for third
party payment services to RMB24.8 million for the year ended 31
December 2016, due to a fall in average handling fee rates charged
by banks, as well as year-on-year lower number of verification
payments as a result of higher average per transaction volume. As a
percentage of revenues, handling charges, administrative and other
operating expenses decreased to 34.9% for the year ended 31
December 2016 from 53.5% for the year ended 31 December 2015.

Share-based payment expenses

Share-based payment expenses of the Group for the year ended
31 December 2016 increased by 150.3% to RMB109.9 million.
The increase was due to new share options granted in July 2016,
November 2016 and December 2016, respectively.

Share of results of associates

Share of results of associates for the year ended 31 December 2016
increased to RMB45.7 million. The year-on-year increase was mainly
attributable to the contribution from our newly acquired 35% interest
in Shanghai Jifu.
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FINANCIAL REVIEW (Continued)

Profit for the year ended 31 December 2016

The profit for the year ended 31 December 2016 was RMB342.2
million, representing an increase of 327.5% year-on-year as
compared to RMB80.0 million for the year ended 31 December
2015.

The increase was mainly due to a significant increase in turnover
of RMB646.1 million despite an increase in interest expenses of
RMB136.6 million, handling charges, administrative and other
operating expenses of RMB145.1 million, and share-based payment
expenses of RMB66.0 million. In addition, certain subsidiaries in
the People’s Republic of China (the “PRC”) have enjoyed High
Technology Enterprises income tax treatment and have been subject
to a concessionary tax rate at 15% since 2016.

Profit attributable to owners of the Company

Our profit attributable to owners of the Company for the year ended
31 December 2016 was RMB301.1 million, an increase of 251.7%
as compared to RMB85.6 million for the year ended 31 December
2015. Excluding the non-recurring gain on disposal of subsidiaries,
loss on deemed disposal of an associate, loss on disposal of an
associate, share-based payment expenses and certain other non-
cash items, non-GAAP profit attributable to owners of the Company
for the year ended 31 December 2016 was RMB414.1 million, an
increase of 330.0% as compared to RMB96.3 million for the year
ended 31 December 2015.
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FINANCIAL REVIEW (Continued)

Reconciliations of non-GAAP measures to the
nearest comparable GAAP measures
The table below sets forth a reconciliation of our profit attributable to

owners of the Company to non-GAAP profit attributable to owners of
the Company for the year indicated:

R R

BA %% [O] B8 (@)

AR EREAFERKEML

ij‘ ﬁn/\aﬂgn'l-ﬁnu H-I-EZ%IE\E

T%%ﬁﬁ”ﬁﬁﬁﬂ"xﬁﬁ$"ﬂi‘é‘éﬁ/\ﬁéfﬁiﬁﬂiﬁi$
RAHEE ARG —RABEHRAEN Z EHK

AELS HT

For the year
ended 31 December

BE+-A=+—HLEE

2016 2015
—E—RE —T—RHF
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
RMB’000 RMB’000
AR®F T AREF T
Profit attributable to owners of the Company &A@ % A A FE 5% T 301,122 85,606
Adjustments for: NS
Share-based payment expenses AR 24 2R 109,986 43,999
Change in fair value of embedded derivative ?ﬁ‘ BREFZANEITE
components of convertible bond THEH 2 A EEES 208 7,877
Gain on disposal of subsidiaries HEMB ARz W= (37) (42,091)
Change in fair value of investment property &% 2 A FEE S - 1,000
Loss on deemed disposal of an associate BRIERE—EBE QR ZEBE 2,029 =
Loss on disposal of an associate HE—HBE AR BB 797 =
Non-GAAP profit attributable to RRATIHEB ANELRIE—RAR
owners of the Company g RADEF 414,105 96,391
The Company’s management believes that the non-GAAP financial ARG EIEERA FF—R AR ST R BBt

measures provide investors with useful supplementary information to
assess the performance of the Group’s core operations by excluding
certain non-cash items and certain impact of acquisition or disposal
transactions.

EEBMRETIHRSBEARKBILERSZ
ETRERREEREARZAAEMUFNGER
KSEZLEH KRR -
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FINANCIAL REVIEW (Continued)

Share Subdivision

On 19 August 2016, the Board announced its proposal that each
of the existing issued and unissued ordinary share of par value of
HK$0.10 each in the share capital of the Company be subdivided
into five (5) subdivided ordinary shares of par value of HK$0.02
each (the “Share Subdivision”). An ordinary resolution to approve
the Share Subdivision was duly passed by the shareholders of the
Company by way of poll at the extraordinary general meeting held
on 15 September 2016. The Share Subdivision took effect on 19
September 2016.

Further details of the Share Subdivision were set out in the
announcements of the Company dated 19 August 2016 and
22 August 2016, and the circular issued by the Company dated
23 August 2016, and the poll results of the extraordinary general
meeting were set out in the Company’s announcement dated
15 September 2016.

As a result of the Share Subdivision, each of the shares of par value
of HK$0.10 subdivided into five subdivided shares of par value
of HK$0.02 each became effective on 19 September 2016. With
effect from the same date, (i) the exercise price of the outstanding
share options of the Company (the “Outstanding Share Options”)
and the conversion price of the outstanding convertible bonds of
the Company (the “Outstanding Convertible Bonds”) and (i) the
number of Subdivided Shares falling to be issued upon exercise of
the subscription rights attaching to the Outstanding Share Options
and the conversion rights attaching to the Outstanding Convertible
Bonds were adjusted in the following manner as a result of the Share
Subdivision:

Immediately before

BA %% [O] B8 (@)
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B EE0.028 T Z BIFAR M N =T — R F
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IR ES ([RARTTEAISRESR]) 2B’
18 R (iBA s R 1T LB AR HE P 75 2 "R R 4 B i R AT
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THRE:

Immediately after

the Share Subdivision the Share Subdivision
becoming effective becoming effective

RERR G0 FA LA RERERG A ENE
Adjusted Adjusted
exercise number of
Exercise price/ Number of price per subdivided
conversion price Shares falling subdivided Shares falling
per Share to be issued Share to be issued
AEEGR HEERT
wFRITZ  ERARS BT Z IR
BRITEE/ZBE R EE ZHTERE ahE §E
Share Options B HK$1.814 - HK$3.49 442,274,000 HK$0.3628 - HK$0.698 2,211,370,000

1.8148 L3498 7T 0.3628/5 7T —0.6985 1T

Convertible Bonds AR ES HK$2.6 - HK$3.476 454,625,118 HK$0.52 - HK$0.6952 2,273,125,590

268 TT-3 476 T

Further details of the above adjustment were set out in the
Company’s announcement dated 15 September 2016.
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OUTLOOK AND STRATEGIES FOR 2017

Third party payment

China’s online payment market has become relatively mature
through many years of development. With a modest growth
rate within the overall market, UCF Pay has developed a
number of new services and will continue to proactively expand
its businesses in 2017 to capture new growth opportunities:

° Approved by the People’s Bank of China in October
2015, UCF Pay obtained the qualifications to conduct
cross-border Renminbi (“RMB”) settlement business and
promoted the cross-border payment solutions. Such
product provides cross-border merchants a convenient
payment solution that supports domestic RMB
collections and overseas RMB settlement. Currently, it
has offered such services to over 20 customers including
Amazon and Qunar;

o P2P fund custody solutions are a range of services
offered to commercial banks involved in custodian
banking services for P2P lending platforms. Leveraging
on its strong technological capabilities and industry
expertise, UCF Pay provides consultancy and technology
support services to commercial banks to ensure P2P
lending platforms to have access to commercial banks’
fund custody system in an efficient and rapid manner.
Currently, UCF Pay has provided services to two
commercial banks.

With the rapid penetration of smart phones, the mobile POS
payment market possesses tremendous growth potential. To
meet the needs of small and micro-sized enterprises, Shanghai
Jifu will make full use of its distribution resources to offer
specialized financial services to improve its revenue model.
At the same time, Shanghai Jifu will continue to focus on the
individual and small and micro-sized market segments, dive
into the specialized segments through smart POS, increase
investments for market integration to enlarge market share,
and further explore the financial needs of existing customers by
leveraging on the existing merchant base and transaction data.
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OUTLOOK AND STRATEGIES FOR 2017
(Continued)

29

Online investment

According to Wangdaizhijia, in 2016, the transaction volume
of P2P lending industry amounted to RMB2,063.7 billion,
representing a year-on-year growth of 110%, reflecting the
fact that the P2P lending industry is still favoured by a large
number of investors. In the second half of 2016, with the
release of Interim Measures, the P2P lending industry entered
into a consolidation stage, and we expect that the number of
P2P lending platforms will continue to decrease for a period
of time. Hence, we remain cautiously optimistic towards the
online investment and lending industry in China and will focus
on improving our existing business operation. In 2017, First
P2P will continue to enrich its financial products mix, improve
user’s experience and keep on maintaining its leading industry
position and market recognition. Financial Workshop will
continue to focus on compliance rectification, expand the scale
of consumer finance assets, further improve its platforms, refine
its functions and explore new marketing channels to strengthen
its competitiveness.
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OUTLOOK AND STRATEGIES FOR 2017

(Continued)

Technology-enabled lending

In 2017, First House Loan will continue to develop its key
customers and expand its retail business. The corporate
business will remain First House Loan’s core business, and its
strategy is to establish business relationship with tens of top
100 national and local high-quality property developers, and to
explore low-cost funding sources with banks, trust companies
as well as other fintech platforms, thus achieving a win-win
situation from both investment and financing perspectives. On
retail business, its strategy is to expand its footprints in major
first- and second-tier cities, build up market share and develop
new customers, as well as accumulate data and develop
mortgage, bridging and credit products, through cooperation
with real estate brokers.

In 2017, the online consumer finance industry is expected to
experience a significant growth, with more internet players
participating. Weshare will capitalize on its strong risk
management capabilities and establish collaboration with
other online platforms and funding sources. Weshare will
also optimize product mix that was originally comprised of
cash loans and instalment loans to diversify the loan product
portfolio and achieve business expansion with larger customer
base and more diversified product offerings, further enhancing
its leading position.

Others

In 2017, Qiyuan plans to roll out new games such as The New
Three Swordsmen ( J] ® %7 {8), Monkey King’s Legend
(REEfH), Texas Hold’'em ({fEJI|#% ), Prisoners in Dream
235 [N%) and other games in domestic and overseas
channels. The mobile game featuring the Hollywood IP “The
Hunger Games”( &l 8 #£ &} ) signed by Qiyuan will also be
launched into the market in the Greater China region. At the
same time, the new live video platform established by Qiyuan
will also broadcast live globally, which is expected to change
the traditional profitability model of live streaming industry, thus
acquiring a diversified source of income and user base.
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LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

During the year ended 31 December 2016, the Group’s source
of funds was mainly from cash generated from operations, new
borrowings, issue of corporate bonds and convertible bonds. As
at 31 December 2016, the Group had bank balances and cash
of RMB1,233.3 million (31 December 2015: RMB615.0 million), of
which 77.4%, 11.1% and 11.5% were denominated in RMB, US
dollars and HK$ respectively.

As at 31 December 2016, the Group had interest-bearing
borrowings, which mainly comprised corporate bonds, convertible
bonds, bank and other borrowings, amounted to RMB3,367.8
million (31 December 2015: RMB1,313.7 million). The gearing ratio,
representing the ratio of total borrowings to total assets of the Group,
was 0.38 as at 31 December 2016 (31 December 2015: 0.27).

The share subdivision of each issued and unissued ordinary share
of HK$0.1 each in the share capital of the Company into five (5)
ordinary shares of HK$0.02 each was effective on 19 September
2016.

During the year under review, the Group did not use any financial
instruments for hedging purposes.

BORROWINGS AND BANK OVERDRAFTS

The Group had RMB1,820.2 million in borrowings or bank overdrafts
as at 31 December 2016 (2015: RMB845.8 million).
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INDEBTEDNESS AND CHARGE ON
ASSETS

As at 31 December 2016, the Group had long term borrowings
amounting to RMB804.9 million (2015: RMB150.0 million) and short
term borrowings amounting to RMB1,015.3 million (2015: RMB695.8
million), of which RMB126.0 million was interest-bearing at floating
rates, and secured by the investment property of the Group with
a carrying amount of RMB574.0 million; RMB542.6 million was
interest-bearing at fixed rate, and secured by share charges on
certain wholly-owned subsidiaries; RMB237.3 million was interest-
bearing at floating rate, and secured by bank deposits of RMB252.8
million; and RMB31.3 million was interest-bearing at fixed rate, and
secured by trade receivable. The remaining borrowings amounting to
RMB883.0 million were unsecured and interest-bearing at fixed rates.

As at 31 December 2016, the Group had long term unsecured
corporate bonds in an aggregate principal amount of RMB154.4
million (2015: RMB60.0 million) and short term unsecured corporate
bonds in an aggregate principal amount of Nil (2015: RMB173.7
million).

As at 31 December 2016, the Group had long term unsecured
liability component of convertible bonds amounting to RMB1,393.2
million (2015: RMB234.1 million).

FUND RAISING ACTIVITIES

During the year ended 31 December 2016, 9888.cn Limited
(“9888.cn”), an indirect wholly-owned subsidiary of the Company
completed the issue of convertible bonds in the principal amount
of RMB90,000,000 pursuant to a subscription agreement entered
into between 9888.cn and Jiefang Media (UK) Co., Ltd. ( f& (& 1F
() BR AR ) (‘Jiefang Media”), a shareholder of the Company,
and the Company as guarantor. At any time after the issue date
and up to the maturity date, Jiefang Media shall have the right to
convert the said convertible bonds into 6% equity interest in 9888.cn
(as enlarged by the conversions). There was no conversion or
redemption of the said convertible bonds during the year ended 31
December 2016.
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FUND RAISING ACTIVITIES (continued)

During the year ended 31 December 2016, the Group completed
the issue of 3-year convertible bonds in the principal amount of
HK$1,000,000,000 (equivalent to RMB862,068,000), which bear
interest at a rate of 7% per annum payable semi-annually. The
convertible bonds are denominated in HK$ and entitle the holders
to convert them into ordinary shares of the Company at any time
between the issue date to the maturity date at an initial conversion
price of HK$0.6952 per share, subject to customary adjustments
pursuant to the terms and conditions of the convertible bonds.
Assuming that there is full conversion of the convertible bonds at
the initial conversion price of HK$0.6952 per share, the convertible
bonds will be convertible into 1,438,434,965 shares (subject to
adjustments as set out in the conditions for issue of the convertible
bonds). The net proceeds from the issue of the convertible bonds,
after deduction of related expenses, was HK$983.3 million. As at
the date of this report, the 3-year convertible bonds in the principal
amount of HK$50,000,000 (equivalent to RMB43,020,000) were
converted and a total of 71,921,748 ordinary shares were allotted
by the Company. During the year under review, there was no
redemption of the said convertible bonds.

During the year ended 31 December 2016, the Group also
completed the issue of 3-year convertible bonds in the principal
amount of US$45,000,000 (equivalent to HK$349,200,000) (the
“2019 A Convertible Bonds”) and HK$100,000,000 (the “2019 B
Convertible Bonds”), which bear floating rate interest and interest at a
rate of 7% per annum respectively and payable semi-annually. During
the year under review, the 2019 B Convertible Bonds in the principal
amount of HK$10,008,099 were converted and a total of 14,396,000
ordinary shares were allotted by the Company. Assuming that there is
full conversion of the convertible bonds at the initial conversion price
of HK$0.6952 per share, the convertible bonds will be convertible
into 646,144,990 shares (subject to adjustments as set out in the
conditions for issue of the convertible bonds). The net proceeds
from the issue of the convertible bonds, after deduction of related
expenses, was HK$446.7 million. During the year under review, there
was no redemption of the 2019 A Convertible Bonds and the 2019 B
Convertible Bonds.

The Company has fully utilized the net proceeds and applied
them for general working capital and financing acquisitions and
investments.
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Management Discussion and Analysis

FUND RAISING ACTIVITIES (continued)

A portion of the funds raised had been deployed for short-term
lending in the traditional loans and financing business before
investment opportunities such as acquisitions and new projects were
subsequently identified. As at 31 December 2016, the Group’s loan
receivables amounted to RMB3,469.7 million, of which RMB934.7
million was subsequently repaid by borrowers to the Group up to 15
March 2017. As of 15 March 2017, the Group’s outstanding loan
receivables amounted to RMB2,535.0 million, of which past due
loan receivables amounted to RMB430.2 million, which decreased
by 45.1% year-on-year and represented a significant reduction from
RMB784 million as at 31 December 2015.

During the year under review, the Group did not use any financial
instruments for hedging purposes.

MATERIAL ACQUISITIONS OR DISPOSALS
OF SUBSIDIARIES AND AFFILIATED
COMPANIES

During the year ended 31 December 2016, the Group has
completed the following significant transactions:

On 21 April 2016, the Group acquired a 51% equity interest in
Qiyuan through structured contracts for a total consideration of
RMB174.0 million, of which RMB55.0 million was satisfied in cash
and the remaining RMB119.0 million was satisfied by the issuance
of consideration shares by the Company. Qiyuan is engaged in the
provision of mobile gaming services.

On 30 April 2016, the Group acquired a 35% equity interest in
Shanghai Jifu through structured contracts for a total consideration
of RMB560.0 million, of which RMB160 million was satisfied in cash
and the remaining RMB400.0 million was satisfied by the issuance
of 258,318,335 new ordinary shares of the Company (the “Shares”)
(equivalent to 1,291,591,675 new shares after share sub-division
effective on 19 September 2016) at HK$1.89 per share (equivalent
to approximately RMB1.55 per share). Shanghai Jifu is a leading
provider of mobile POS solutions in China.
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MATERIAL ACQUISITIONS OR DISPOSAL
OF SUBSIDIARIES AND AFFILIATED
COMPANIES (Continued)

On 24 November 2016 and 14 December 2016, the Group acquired
a total of 48% equity interest in Leyu through structured contracts
for a total consideration of RMB800.0 million, of which RMB320.0
million was satisfied in cash and the remaining RMB480.0 million was
satisfied by the issuance of 714,147,470 new Shares at HK$0.7681
per share (equivalent to approximately RMB0.6548 per share). Leyu
and its subsidiaries and consolidated affiliated entities operate an
online consumer leading platform under the “Weshare” brand.

Other than disclosed above, there were no material acquisitions or
disposals of subsidiaries and affiliated companies during the year
ended 31 December 2016.

Subsequent to the end of the reporting period, the Group has
entered into the following important transactions:

On 30 November 2016, the Group entered into a share subscription
agreement with Amigo Technologies and its existing shareholder.
Pursuant to the said agreement, the Group has conditionally agreed
to subscribe for, and Amigo Technologies has conditionally agreed
to allot and issue shares of Amigo Technologies, representing
approximately 51% of the enlarged issued share capital of
Amigo Technologies to the Group at a cash consideration of
VND286,588,125,000 (equivalent to approximately USD12,725,000).
The transaction has been completed on 25 January 2017.

FUTURE PLANS FOR MATERIAL
INVESTMENTS OR CAPITAL ASSETS AND
EXPECTED SOURCES OF FUNDING

Save as disclosed under “Management Discussion and Analysis”
in this report, there was no specific plan for material investments or
capital assets as at 31 December 2016.

CONTINGENT LIABILITIES

As at 31 December 2016, the Group had no significant contingent
liabilities (2015: Nil).
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Management Discussion and Analysis

CAPITAL COMMITMENTS

CEEERE

BB

As at 31 December 2016, the Group had the following capital WRZ-ZE—XRXF+_A=+—H AEBEEUTE
commitments: AHEHE
2016 2015
—E—-RE —hF
RMB’000 RMB’000
AR®F T AREF T
Capital expenditure contracted BHENTEEZERAN
but not provided for in respect of: BAREBHBZERAS:
Acquisition of plant and equipment W s B M i& 15 9,242 4,011

FOREIGN EXCHANGE EXPOSURE

The Group operates mainly in Hong Kong and Mainland China.
For the operations in Hong Kong, most of the transactions are
denominated in HK$ and US dollars. The exchange rate of US
dollars against HK$ is relatively stable and the related currency
exchange risk is considered minimal. For the operations in Mainland
China, most of the transactions are denominated in RMB. Given
the level of depreciation of RMB against HK$ during the year ended
31 December 2015, no financial instrument was used for hedging
purposes.

The Group is mainly exposed to the fluctuation of HK$ against
RMB as certain of its bank balances are denominated in HK$
which is not the functional currency of the relevant group entities.
The Group has not made other arrangement to hedge against the
exchange rate risk. However, the Directors and management will
continue to monitor the foreign exchange exposure and will consider
utilizing applicable derivatives to hedge out the exchange risk when
necessary.
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CEEAEE R R

TREASURY POLICIES

The Group adopts a conservative approach towards its treasury
policies. The Group strives to reduce exposure to credit risk by
performing ongoing credit evaluations of the financial conditions of
its customers. To manage liquidity risk, the Directors closely monitor
the Group’s liquidity position to ensure that the liquidity structure of
the Group’s assets, liabilities and commitments can meet its funding
requirements.

EMPLOYEES AND REMUNERATION
POLICIES

As at 31 December 2016, the Group had a total of 837 staff
and 15 contractors (2015: 267 staff and 10 contractors). Total
staff costs (including Directors’ emoluments) were approximately
RMB220.8 million and total share options benefit to contractors
were RMB48.6 million for the year ended 31 December 2016 (2015:
RMB80.5 million and RMB26.8 million, respectively). Remuneration
is determined by reference to the market conditions and the
performance, qualifications and experience of individual employees.
Year-end bonuses based on individual performance will be paid to
employees as recognition of and reward for their contributions. Other
benefits include contributions to a statutory mandatory provident
fund scheme and social insurance together with housing provident
funds for its employees in Hong Kong and the PRC, respectively.

The Group operates a share option scheme for the purpose of
providing incentives and rewards to eligible directors, employees
and contractors of the Group, who contribute to the success of the
Group’s operations.

37

CREDIT CHINA FINTECH HOLDINGS LIMITED ¢ ANNUAL REPORT 2016

JEE 75 BUR

AEBRMNBEREEBR AEEERHEFH
Bk ETIHREEER fﬁ]lzﬂ EERR- &
EERDESRER EFE ERAEE R
Eﬁ@%ﬁﬂ%ﬁ%$%.§%‘ﬁ%&%%%m
BE BRI ENEEST K-

1 & B % B B3R

EA—Z\—/ﬁwL—H:Jr—E CREEREEBH
RBITARISEIHE(ZE—RF 2674 EER
F10B N ) - BE-Z— /\E-i—_ﬂ:-t—*a
Ltir;alﬁ@ﬁkﬁ(@%i%@ﬂ%)mﬁ%/\ﬁﬁﬁ
220,800,0007t & /Mg 1R 4t 2 BE R AR FI & 3
B ARM48,600,0007T (ZE—AF : HRIAAR
#:80,500,0007T & A & #26,800,0007T ) ° % B T3
L2EMRALENEERE BREMERMET
EERBERNRBERFREAL ELRTEERT
REREE EMENBESINIAEARTEE
,éimiziéﬁ%IHE“E@%%J&%i@f%ﬁﬁ%@ﬁ&%
NESEHHRK

AREB R BRAET S LR AREERINKLE
FHERZARBSERES EERINIAR
2R o [ ¥R -



Biographical Details of Directors and Senior Management
EERSREERZERFE

Mr. Li Mingshan
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Non-executive Director
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Mr. Phang Yew Kiat
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Chief Executive Officer and
Executive Director
BlEFE BREATE R
HITES

Mr. Chng Swee Ho
HInEEE
Executive Director

HITES

Mr. Sheng Jia
BRELE

Executive Director

WITES

Mr. Li Gang
Z= )5 &

Non-executive Director

FBITES
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Mr. Wong Sai Hung
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Non-executive Director

FBITES

Mr. Zhang Zhenxin
5 R # £ &

Non-executive Director

FBITES

Ms. Zhou Youmeng
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Non-executive Director
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Mr. Ge Ming
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Independent Non-executive
Director
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Biographical Details of Directors and Senior Management
EEREREEEBZEREFHE

Mr. Li Mingshan
ZFHLEE

DIRECTORS £%

Chairman and Non-executive Director T RIEHITE S

Mr. Li Mingshan (ZB1L% %) , aged 64, was appointed as the Chairman and Non-
executive Director of the Company on 7 July 2014. Mr. Li is a senior economist and has
around 22 years of management experience in the securities industry. Mr. Li graduated
from East China Normal University as a post-graduate with a major in global economics
in May 1998 and obtained a Master’'s degree in Business Administration from Asia
International Open University (Macau) in September 2000. Mr. Li was previously the vice
general manager of Shanghai Shenyin Securities Company ( F/&FRREBES R A]) , the
predecessor of Shenyin & Wanguo Securities Co., Ltd. (FH iR E R EHFBRMNER A F)
from January 1993 to June 1996 and the vice general manager of Shenyin & Wanguo
Securities Co., Ltd. from June 1996 to March 1998. Mr. Li was also the deputy general
manager of the Shanghai Stock Exchange from March 1998 to May 2001. During the
period from May 2001 to March 2014, Mr. Li was the corporate general manager and
an executive director of Haitong Securities Co., Ltd.*/# (Stock Code: 6837/SSE Code:
600837) being in charge of the overall management of its operations. Mr. Li was a
non-executive director and the chairman of Haitong International Securities Group Limited
(previously known as Taifook Securities Group Limited) from January 2010 to April 2011
and was also the chairman of Haitong International Holdings Limited from August 2010 to
March 2011. Mr. Li was a director of Fullgoal Fund Management Co., Ltd. from 2005 until
August 2014. Mr. Li was a director of Sinovel Wind Group Co.,Ltd.* (ZE R ERI# (£
B) IR AR AT ) (SSE Code: 601558) from February 2015 to March 2016.
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a company listed on the Stock Exchange
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a company listed on Shanghai Stock Exchange
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Mr. Phang Yew Kiat
LR EE

EEREREERBZERERFE

DIRECTORS (continued) EE

Vice-chairman, Chief Executive Officer and
Executive Director Bl X & EEHITERIITES

Mr. Phang Yew Kiat (###E5 4) , aged 48, was appointed as the Deputy Chairman
and an Executive Director of the Company on 23 December 2013 and a Co-Chairman
of the Company on 17 March 2014. Mr. Phang has been the Vice-chairman and the
Chief Executive Officer of the Company since 7 July 2014 and has been appointed as an
Authorised Representative of the Company since 18 September 2014. Mr. Phang is an
independent non-executive director of Chuan Holdings Limited* (Stock Code: 1420) since
May 2016. Mr. Phang has been a co-chairman of Deer Creek Advisors Private Office for
the Asia-Pacific Region since July 2012 and has obtained over 21 years of experience in
the banking and finance industry and served in senior management positions at various
financial institutions.

Mr. Phang was the principal director of the Standard Chartered Private Bank during
January 2011 to June 2012. In June 2009, Mr. Phang was appointed as the general
manager for SME businesses for Standard Chartered Bank Singapore and Malaysia.
In 2005, Mr. Phang was a founding member (as the senior representative of Standard
Chartered Bank) of China Bohai Bank in the PRC and acted as an executive director
and deputy chief executive officer of China Bohai Bank from 2006 to 2009, with full
responsibilities for the consumer banking business (including both personal and SME
businesses). Mr. Phang obtained a Master’s degree in Business Administration in
International Business from the University of Bristol in June 1995, and a Bachelor’s
degree of Engineering in Microelectronic Systems Engineering from the faculty of
Technology of the University of Manchester in July 1993. Over the past 10 years, Mr.
Phang has also attended executive education training at leading global business schools,
namely Harvard Business School, Stanford Business School, Columbia Business School
and INSEAD.
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Biographical Details of Directors and Senior Management
EERSREERZEREFE

Mr. Chng Swee Ho
HERREE

DIRECTORS (continued) EE (@)

Executive Director #1{TE= =

Mr. Chng Swee Ho (I %4 ) , aged 48, was appointed as an Executive Director
of the Company on 17 March 2014. He was also appointed as the Compliance Officer
of the Company on 18 September 2014. Mr. Chng has obtained 25 years’ experience in
consulting, investment and banking and provided advisory services to clients from a wide
range of financial sectors in North America, Europe and more than 10 countries in Asia.

Mr. Chng was an independent director of Beigi Foton Motor Co., Ltd.* (SSE Code:
600166) from December 2014 to December 2016. He was the Greater China managing
partner of AT. Kearney from 2012 to March 2016. Mr. Chng was a partner of Bain
& Company, Inc. during 2007 to 2011 and was a partner of The Boston Consulting
Group, Greater China during 2003 to 2006. Mr. Chng obtained a Bachelor’s degree in
Accountancy from Nanyang Technological University of Singapore in May 1992.
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Mr. Sheng Jia
BRiEXE

EEREREERBZERERFE

DIRECTORS (continued) EE (@)

Executive Director #1{TE= =

Mr. Sheng Jia (B %4 ), aged 36, was appointed as an Executive Director of the
Company on 23 December 2013. Mr. Sheng has been the chief executive officer of NCF
Group Limited since July 2013. Mr. Sheng has extensive experience in design, research
and development of web search and related products, and has over 7 years’ experience
in leading global search infrastructure teams in renowned multinational software
companies. Mr. Sheng was appointed as the product manager of Google Inc. in 2010
and was responsible for the global product search and product infrastructure business.
Mr. Sheng was one of the founders of Yunrang (Beijing) Information Technology Limited",
which was established in 2010.

Mr. Sheng obtained a Master’s degree in Computer Science from the University of Toronto
in 2005, and a Bachelor’s degree of Computer Science and Technology from Tsinghua
University in 2002.
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the English translation of Chinese names or words is for information
purpose only and should not be regarded as the official English
translation of such Chinese names or words
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Biographical Details of Directors and Senior Management
EEREREEEBZEREFE

Mr. Li Gang
Z= W) 5 &

DIRECTORS (continued) EE

Non-executive Director F#{T= £

Mr. Li Gang (Z@I5E4) , aged 59, was appointed as a Non-executive Director of the
Company on 17 November 2014.

Mr. Li was a chairman of Jilin Yongda Group Co., Ltd. (F Mk KEBR KD BER Q7))
+ (SZSE Code: 002622.SZ ) from June 2015 to August 2016. He was a non-executive
director and a member of the remuneration committee of the board of directors of PCCW
Limited* (Stock Code: 0008) from November 2011 to August 2014. Mr. Li was a vice
president of China United Network Communications Corporation Limited from February
2009 to June 2014.

Mr. Li was a vice president of China Unicom (Hong Kong) Limited* (“Unicom HK”) (Stock
Code: 762) from April 2006 to February 2009 and was a senior vice president of Unicom
HK from February 2009 to June 2014. From April 2006 to October 2008, he was an
executive director of Unicom HK. From August 1999 to December 2005, he was the
vice-chairman, general manager and chairman of Guangdong Mobile Communication
Co., Limited and the chairman and general manager of Beijing Mobile Communication
Co., Limited. From May 2000 to December 2005, he was an executive director of China
Mobile (Hong Kong) Limited. Mr. Li joined /1 B & #94% @15 % B A PR /A 7] (China United
Network Communications Group Company Limited) in December 2005 and served as its
vice president.

Mr. Li holds a Master’s degree in Business Administration from Jinan University, PRC. He
has worked in the telecommunications industry for a long period of time and has deep
management experience.

FHEIKE 595 R-_T—NFE+—-A+LABRZRERARBZIFAITES
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—OEANARHEATEBRABAEESRAEH R T NFUAEE_FTTNF+
AMFE EARTEBBREEATEE - R-AANFNAZ_ZTTRF+ - AHRH"
REARREIERBYACAREMALAFAESR BKERESR URIERBHAE
EEREERFESRMAKE - R _ZETFAAZ_TTRF+_AHHE BATD
BB (HEE)ERAFATEF - FTAEEN _SZRF T AMAPEBSBEBE
SEARAREERNEE -

FREFATEARANBER AR IHERAL 2 -REBEEETEIE AF
CENERLHR-

a company listed on the Stock Exchange
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g a company listed on Shenzhen Stock Exchange
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Biographical Details of Directors and Senior Management

Mr. Wong Sai Hung
EitERE

EEREREERBZERERFE

DIRECTORS (continued) EE

Non-executive Director JF#{T= £

Mr. Wong Sai Hung (Eitt## 5 %), aged 61, was appointed as a Non-executive
Director of the Company on 17 March 2014. Mr. Wong was an executive director of LW
Asset Management Advisors Limited which is an investment management company
registered under the Securities and Future Commission of Hong Kong, from April 2013
to April 2014. Mr. Wong has been a director of One Asset Management Limited, a
company incorporated in Thailand, since 1992. Mr. Wong has also been the chairman and
a non-executive director of China Regenerative Medicine International Limited (formerly
known as China Bio-Med Regeneration Technology Limited)* (Stock Code: 8158) since
July 2009 and June 2008 respectively, and was re-designated from a non-executive
director to an executive director in January 2016 and was re-designated from chairman
to vice-chairman in October 2016. Mr. Wong has been an independent non-executive
director of Ping An Insurance (Group) Company of China, Ltd* (Stock Code: 2318) since
June 2013 and was an independent non-executive director of Hong Kong Exchanges
and Clearing Limited* (Stock Code: 0388) from 2003 until his retirement in October 2016.
Mr. Wong has also been an independent non-executive director of JPMorgan Chinese
Investment Trust plc, which is listed on the London Stock Exchange since 1 August 2014.
Mr. Wong was a non-executive director of ARN Investment SICAV, a company listed on
the Luxembourg Stock Exchange, from June 2010 to January 2014. Mr. Wong was the
chief executive officer of ICBC (Asia) Investment Management Company Limited from
2008 to 2011. Mr. Wong was also the chief executive officer of BOCI-Prudential Asset
Management Limited, a joint venture between Bank of China International and Prudential
of the United Kingdom, during 2001 to 2005, and was the regional managing director of
Prudential Portfolio Managers Asia during 1999 and 2000 when the joint venture started.
In addition, he held senior positions at LGT Asset Management from 1977 to 1998. Mr.
Wong graduated from The Hong Kong Polytechnic University with a Higher Diploma in
Business Studies in October 1977.

EHEEE 61 R NEF=-A+LtEEZRTAEARRZERNTEST HAER
B =—FNARE-_Z—NFNARAANEVEEEBEHERA A (REFEE
HFREERER R BB EREEE AR ZHITESE BB — WL FURIEET
R ZRE 5E A 32 2 One Asset Management LimitedZz & - &% A8 —ETAFE+ A

ZEENFARARRTREBAEEEHEEERAR (ABATREYEE2HERKE AR
NED (BRHRIE:8158) PRI EAEEERIENTES AR T —"F—ABHERTT
EEAAANTESIN T —"FTABERATRIER -BEEEB T —=F~
ARATBRILZRE (KE)ROBRAR (RMHDARIR:2318) 2 BUIFHITES 8=
EE=FRABARIRELAFMBR AT (BRMNMR5E:0388) 2 BUINTEE EE
TR —RNE+ARE-BHLRETE ZZ—0F N\ A— B UEEFEIPMorgan Chinese
Investment Trust plc (R ABHFR B LT) 2B IERTEFS BEXERZT—TF
NAZEZZT—MEF— AAARN Investment SICAV (AREREEH XS EMZAR])
ZHATESZ R\ FEZT——FHE BAEARIREMNEEEEBRAR
ZITBER R_ZE—FE2_ZTAFHM EAENATPREREERBEESE
BRAT (BPREBEERBURBRIZAEERE) ZTRER MR —NUANERZ
EETFHARBRHUEEEEDIMN R EESRECE (EREERERMAT) o 1t
SR —hEEFE—ANANFEHE BHRLGT Asset Management % /X ¥ T & B
M -BAER—NEEFTAEXRAEBBEIAE FEAFERRAUR-

* a company listed on the Stock Exchange
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Biographical Details of Directors and Senior Management
EERSREERZIERFRT

Mr. Zhang Zhenxin
5 R T A&

DIRECTORS (continued) EE

Non-executive Director JE#{TE= =

Mr. Zhang Zhenxin (5R#RFT £ %) , aged 45, was appointed as a Non-executive
Director of the Company on 12 July 2015. He is currently one of the substantial
shareholders of the Company.

Mr. Zhang is the chairman of UCF Holdings Limited ( 7t 245X =B A R A 7)) (formerly
known as “China UCF Group Co. Limited F Bl5c#%2 % @i & = B FR A A]"). He was a director
of Shenzhen Keybridge Communications Co., Ltd. GRINEIE @AM D BR AR *
(SZSE Code: 002316) from June 2015 to September 2016. He was the general manager
of the business and securities department of Dalian Shenyin & Wanguo Securities Co.,
Ltd.. He was also the chairman of Lianhe Chuangye Guarantee Group Co., Ltd." (B4 Al
EEREEABRADAF) . Mr. Zhang graduated from the Dongbei University of Finance and
Economics in the PRC with a Master’s degree in economics.

RIRF AL 45 RN AFE LA+ -_AREZE AR AR ZERTES - HH AN
RAEZEBERRZ—-

RAGRPTHEEBREBRERAR (AIBE [TELESREBREARAR]) 2EFR K
RIF-RAFANAZ_ZT-R"FAAGEERRBRARMBROBERAR ORER
5:002316) 2 EF R EHERREBESFBRM AR R AIAE 2 E K EBBEIE - BIN
BHEMSAXREREEBRARZEETR - RELABEXTERILMEARE  AMF

BB B

* a company listed on Shenzhen Stock Exchange
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the English translation of Chinese names or words is for information
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Biographical Details of Directors and Senior Management

Ms. Zhou Youmeng

BExB %+t

EEREREERBZERERFE

DIRECTORS (continued) EE

Non-executive Director JE#{TE= =

Ms. Zhou Youmeng (B &Z B %X ), aged 53, was appointed as a Non-executive
Director of the Company on 11 December 2015. She obtained a Master’s degree of
Business Administration (International) from The University of Hong Kong in 2004 and
a Doctorate of Business Administration from Grenoble Ecole de Management in France
in 2013. Ms. Zhou was a general manager of the Guangdong network branch of China
United Network Communications Group Co., Ltd. (R EBA BEBEEEERAF)
(SSE Code: 600050) from July 2011 to May 2012 and was a general manager of China
United Network Communications Group Co., Ltd in the Marketing Department from
May 2012 to December 2013. She has been a director, vice-chairman and president of
Shenzhen Aisidi Co., Ltd. CRINTE EERMDABRAF) + (SZSE Code: 002416) since
January 2014.

Ms. Zhou is a recipient of the National May 1 Labour Medal in 1991 and was awarded a
subsidy by the State Council of the PRC in 1993 in recognition of her contribution to the
engineering technology. She was certified as a Senior Communications Engineer in 2006.

BAEEXL 835 R_F—AF+ A+ HEZERARBZIFATEST -HN=
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wREEEARA R ( LEESHKTE 600050) BRALE DA RIAKLIE TR
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ARER—NN—F2EA-SHRERBALTIR NN =FEGSH BB R
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# a co gany listed on Shanghai Stock Exchange
# ARG TR A]
* a company listed on Shenzhen Stock Exchange
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Biographical Details of Directors and Senior Management
EERSREERZIERFRT

Mr. Ge Ming
BEREHE

DIRECTORS (continued) EE

Independent Non-executive Director B EHITESE

Mr. Ge Ming (B A% %) , aged 65, was appointed as an Independent Non-executive
Director of the Company, the Chairman of the Audit Committee and a member of each of
the Remuneration Committee and the Nomination Committee on 18 September 2014. Mr.
Ge is a Certified Public Accountant and a senior fellow of the Chinese Institute of Certified
Public Accountants. Mr. Ge is also a senior accountant as certified by the Ministry of
Finance of the PRC and an overseas member of the Society of Chinese Accountants &
Auditors. Mr. Ge graduated with a Master’'s degree in Accountancy from the Research
Institute for Fiscal Science, Ministry of Finance of the PRC, after his study during the
period from 1979 to 1982.

Mr. Ge has over 31 years of experience in the field of auditing and advisory services and
has assisted in the listing of various PRC companies on the Stock Exchange. Mr. Ge has
been an independent non-executive director of Ping An Insurance (Group) Company of
China Ltd* (Stock code: 2318) since June 2015. Mr. Ge was a partner of Ernst & Young
Hua Ming LLP and retired from his position in August 2014. Mr. Ge also served as an
independent non-executive director of Shunfeng Photovoltaic International Limited* (Stock
Code: 1165) from January 2011 to February 2013.

BERKE 655 R _Z—NFNA+NBEZERARRIZBUIFNTES ERE
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* a company listed on the Stock Exchange
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Biographical Details of Directors and Senior Management

Dr. Ou Minggang
[EX AR Bl 1 £

EEREREERBZERERFE

DIRECTORS (continued) EE (@)

Independent Non-executive Director B EHITESE

Dr. Ou Minggang (EXFAREIt#E L) , aged 49, was appointed as an Independent Non-
executive Director of the Company and a member of each of the Audit Committee, the
Remuneration Committee and the Nomination Committee on 8 October 2015. He was
also appointed as the Chairman of the Nomination Committee on 11 October 2015.
Dr. Ou is currently a director of International Finance Department and International
Finance Research Institute of China Foreign Affairs University and has been teaching in
China Foreign Affairs University since 2002. Dr. Ou was awarded a Bachelor’s degree in
Economics from Zhongnan University of Finance and Economics in 1989 and a Master’s
degree in Economics from Hunan Institute of Finance and Economics (now known as
Hunan University) in 1999. Dr. Ou obtained his Doctorate in Economics from the Chinese
Academy of Social Sciences in 2002. Dr. Ou was a visiting scholar of Brunel University
London in 2011.
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Biographical Details of Directors and Senior Management
EEREREEEBZEREFHE

Mr. Wang Wei
FHEE

DIRECTORS (continued) EE

Independent Non-executive Director B EHITEE

Mr. Wang Wei ( E85 %) , aged 58, was appointed as an Independent Non-executive
Director of the Company, the Chairman of the Remuneration Committee and a member of
each of the Audit Committee and the Nomination Committee on 7 July 2014. Mr. Wang
is the founding chairman of the China Mergers & Acquisitions Association (CMAA), the
Chinese Museum of Finance (Group) and the China M&A Group. Mr. Wang has been an
independent director of Shanghai SMI Holding Co., Ltd.” (SSE Code: 600649) since May
2011, Hua Yuan Property Co., Ltd* (SSE Code: 600743) since November 2014 and Lifan
Industry (Group) Co., Ltd* (SSE Code: 601777) since December 2010. Mr. Wang is also
an independent director of Neusoft Group Co., Ltd* (SSE Code: 600718).

Mr. Wang has organised and supervised IPO underwritings for over 40 Chinese
companies in both domestic and overseas markets. He is a financial consultant on
restructuring, financing, M&A and IPO for many leading companies in China. Mr. Wang
had worked in many leading organisations and corporations such as the World Bank.
Mr. Wang also serves as the economic advisor for several ministerial and provincial
governments in the PRC.

Mr. Wang obtained a Master’'s degree in Economics in the PRC and a Doctorate of
Philosophy in Economics from Fordham University in the United States. An author of
many books, journals, articles and a well-known lecturer, he has given seminars and
lectures in many universities.

Mr. Wang’s excellence has been recognised by the public and he has received a number
of awards, including the 2012 M&A Lifetime Achievement Award from M&A Advisor LLC in
New York.

FHAE S8 R NFLtALtBEZATEARRRIZEIIIENTES FWNEE
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i a company listed on Shanghai Stock Exchange
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Biographical Details of Directors and Senior Management

Dr. Yin Zhongli
FHRIUEL

EEREREERBZERERFE

DIRECTORS (continued) EE (@)

Independent Non-executive Director B EHITESE

Dr. Yin Zhongli (BFHi#+), aged 49, was appointed as an Independent Non-
executive Director of the Company and a member of each of the Audit Committee, the
Remuneration Committee and the Nomination Committee on 11 October 2015. Dr. Yin is
currently a deputy director of the Institute of Finance and Banking of Institute of Finance
and Banking of Chinese Academy of Social Sciences. Dr. Yin obtained a Doctorate in
Agricultural Economics and Management from the Graduate House of Chinese Academy
of Social Sciences in 2003.

Dr. Yin was an independent director of Guangbo Group Stock Co., Ltd." ( E1§ £ E &%
AR A7F]) + (SZSE Code: 002103.527) from November 2011 to February 2017 and Beijing
Jingxi Culture and Tourism Co., Ltd." (3L R R LR B R A7) * (SZSE Code:
000802.S2) from March 2015 to September 2016.

At 495 R_Z—AFTAT—BREZEERERARZBUIIRITES UK
ENLZES FTHRESERRE@RE KB - FRIRITELENEL R
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* a company listed on Shenzhen Stock Exchange
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Biographical Details of Directors and Senior Management
EEREREEEBEZEREFE

SENIOR MANAGEMENT S & 1HE

Mr. Tam Kwok Ho, Ronald (2Bl & 5t %) , aged 35, was appointed as the Chief Financial Officer of the Company on
1 May 2016. Mr. Tam joined the Company in April 2015 as Vice President of Corporate Finance and is responsible for the
Group’s overall capital markets, M&A and investor relations activities. Mr. Tam has over 14 years of experience in advising
companies on capital raising, mergers and acquisitions, private equity investments and corporate finance. Prior to joining
the Company, Mr. Tam was an executive director at Daiwa Capital Markets Hong Kong Limited, where he was the head
of General Industrials Investment Banking for Greater China, and was previously a director at Crosby Capital Partners,
with a focus on private equity and special situations investments in the metals and mining sector. Mr. Tam commenced
his investment banking career at Goldman Sachs in Hong Kong where he spent six years in its Equity Capital Markets
and Corporate Finance groups, and advised corporate clients and financial sponsors on equity, equity-linked, and M&A
transactions across industries in Asia. Mr. Tam graduated magna cum laude with a Bachelor of Arts degree in Economics
and Computer Science from Yale University in 2002.

HEREE 3B R_F—"FAA-BEZERARFAEEMBE BLEEAN T AFOAMARRREELE
MEFBERABEAEEIBRBEAT S HBMREEREXEK -BRENUER HE LEREBRELLER
BRARRUERTHBEEBAFER - RMARRBZA BAEGEEANEATSEBERARAZIATES K
RZARHRAATERZ - RIEXRERITEHBZIEE - BHIR G P ECrosby Capital Partners 2 5 * B)F X% 8 MK
BOIXRLBREMSRBEARE BERERBESERARERERTEHER  BRZABZEATEREEREHS
BEITETARE UREA RAEERSNETEHBRIAEEEP IV BEDARKER BLEENR_TT_F
NEEREZERNBERE BAKEEFERMENE LB -

Ms. Xie Sha (#% %+ ), aged 33, joined the Company in May 2014 as the Vice President of Corporate Development
Department. Ms. Xie previously worked in the investment banking division at BNP Paribas and later worked as an
investment manager at a private equity fund. Ms. Xie obtained her Master’s degree in Finance from The University of Hong
Kong.

BMPxt BE R _FT-—HFRAEANARRBREEERTEER -H LT EMERNEEERBITRERTEML
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Biographical Details of Directors and Senior Management
EEROREEBZEREFAR

SENIOR MANAGEMENT (Continued) = #% & 12 J& (@)

Mr. Cui Haichen (i8R % %), aged 41, graduated from Beijing University of Post and Telecommunications with a
Master’s Degree in Software Engineering. Mr. Cui is currently the Chief Executive Officer of Financial Workshop. Mr. Cui
joined China UCF Group in March 2013 and held positions as Chief Technology Officer of Financial Workshop and also
Deputy Development Director of Net Credit Finance Group. During 2012 and 2013, Mr. Cui was internet technical director
of CreditEase Company, responsible for the system design, development, and operation and maintenance of its internet-
based online trading platform (such as Yirendai (E A& ), Yinongdai (E2% ) and Yichedai (EE &) ). During 2007 to
2012, Mr. Cui was the research and development director of AMBOW Education Group (NYSE: AMBO), responsible for
the design, development, and operation and maintenance of its system and products (including online E-learning system,
school management system and course learning system) based on internet, mobile internet and local area network. Mr. Cui

has rich experience in information technology, team management and project management.

EBRAEE 4R EXNUERBEARRH IREL EXAERRESR IS ERATE EXER_E—=F=F
MAFBEEEZCHEE FEIeRISEREMNE HEcREERRRESTR -ERER T —FR-_F—=F
BEEGRARERERMAR AREEARERERBENEGRSTE (EAE ERE HEEF)WRGERT
HEEM EXAR _TRLFE_T-_FLELERESE (NYSE: AMBO) i #E A EEREHE BEHEH
B BEENRGNER (ERE-leaningFR it - BREELRS RIEBERRZ)NORG RBERER -ELLEHALYE
MEARBEREMEZEE HEEEER-

Mr. Liu Gang (ZBI% %) , aged 42, joined UCF Pay Limited ( %c$4 X B R A R)) , a subsidiary of the Company, as the
Chief Executive Officer in December 2013. Mr. Liu has over 16 years’ extensive working and management experience in the
areas of payment, consultancy and telecommunications. He was the senior vice president of Shanghai Hanyin Information
Technology Co., Ltd. (_E/&# R BT AR A F) from 2009 to 2012, fully responsible for the payment business
department of the company. He was also the head of Tenpay Mobile Payment Centre of Tencent (& :7B f~@ & 8) 3 1+t
/L), responsible for the research and development, operation and business development of mobile payment and 020
payment products, and for key projects such as WeChat payment, WeChat red pocket, QQ Wallet and Tenpay App. Mr. Liu
studied at the Beijing Information Technology Institute from August 1993 to July 1997 and obtained a Bachelor’s degree
with a major in Information Management and Information Systems.
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Biographical Details of Directors and Senior Management
EEREREEEBEZEREFE

SENIOR MANAGEMENT (Continued) = 4% & 12 J& (@)

Ms. Shen Jian (it &% 1) , aged 41, was appointed as the Senior Vice President of the Company on 2 July 2014. Ms.
Shen is also the chairman of Shenzhen Yifangyidai Information Technology Service Company Limited CRIIIEE=E 12
BRITIRIEBR AR (“First House Loan”), a subsidiary of the Company. She is responsible for the internet housing loan
financing business. Ms. Shen possesses abundant experience in successfully implementing internet business platforms,
media development and customer resources management. Prior to joining First House Loan, she was the general manager
of the marketing division of CCTV Music Channel. Before that, she was the deputy general manager of sales for China of
sina.com (FRBEAMFE AR A7) . She had worked for sina.com for eight years, where she led the team to achieve
brilliant sales performance exceeding that of other sales districts and generated a significant revenue contribution to the
company’s results. Ms. Shen obtained an EMBA degree from the Cheung Kong Graduate School of Business and a

Master’s degree in Economics from the China Center for Economic Research at Peking University.

Kt 45 R_T-—HFL A BRZERERASRAEEH AL L THAARANBRARRIIEFEEFEER
MRHFBRRAB([F-—FEDZ2EER IMNAEERBEESRESK AL EIXKNEBRERBFE KEARN
EREFPEREETHAGEELR NMAF—FEZA WETHPRER S S LIMB L HIPALE AT S HEHR
BEMPEAERARHERAKE -RIRBREN\FHE AT EEER TR EBNHEERE REREMEE
B BRZARIERMEARA AL TESRIBSHREMBAR Kt R ABH L BH AP OLBEBE LB -

Ms. Wei Wei (8% % 1), aged 41, graduated from Renmin University of China. Ms. Wei is the chairlady of Beijing
Fenghuang Credit Management Co., Ltd. (It RBIEZEHEIEERAF]) , a wholly-owned subsidiary of the Company since
January 2015. Ms. Wei worked as the chief executive officer of Beijing Dazhong Lianhe Investment Management Co., Ltd.
(IR ARREBAIREEEABR AR from January 2012 to December 2014, and was the general manager of the operation
management centre of United Venture Group Limited (B & &l % & @B R A &) from March 2010 to December 2011. Ms.
Wei worked as the deputy general manager of Beijing Lianhe Kaiyuan Investment Guarantee Co., Ltd. (1t REEA FI TR E
ERABRAT]) from January 2009 to February 2010, and joined China UCF Group in 2006. She was the finance director
of United Venture Guarantee Group, Beijing Branch from March 2006 to December 2008. With over 10 years of experience
in administrative positions of traditional finance industry, Ms. Wei has rich and practical experience in peer-to-peer (P2P)
industry and possesses comprehensive and unique industry insight and vision. She is a leader in microfinance business and
an active practitioner of inclusive financial system.

BTt 4 EXERNPEARRB -RULTH T AF—AZS EELARFA2ENBARILREERERERESR
BAAIZEER - REIRN - E——F - AE T OF+ _ABFUERARKBAREEEERAFAZERFATE
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Corporate Governance Report

The Board hereby presents this Corporate Governance Report for
the Year.

CORPORATE GOVERNANCE PRACTICES

The Company acknowledges the important roles of its Board in
providing effective leadership and direction to the business of
the Group, and ensuring transparency and accountability of the
Company’s operations. The Board sets appropriate policies and
implements corporate governance practices appropriate to the
conduct and growth of the Group’s business.

The Company has applied the principles and code provisions as set
out in the “Corporate Governance Code and Corporate Governance
Report” contained in Appendix 15 to the GEM Listing Rules.

In the opinion of the Board, the Company has complied with the
code provisions set out in the CG Code save as disclosed in this
report. Key corporate governance principles and practices of the
Company are summarized below.

A. THE BOARD
A.1 RESPONSIBILITIES AND DELEGATION

The overall management and control of the Company’s
business are vested in the Board. The Board is responsible for
establishing policies, strategies and plans, providing leadership
in creating value and overseeing the Company’s financial
performance on behalf of the Shareholders. All Directors carry
out their duties in good faith and in compliance with applicable
laws and regulations, taking decisions objectively and acting in
the interests of the Company and the Shareholders at all times.
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A. THE BOARD (continued)

A.1 RESPONSIBILITIES AND DELEGATION

55

(Continued)

The Board reserves for its decisions all major matters of the
Company, including the approval and monitoring of all policy
matters, overall strategies and budgets, internal control and
risk management systems, material transactions (in particular
those involving conflict of interests), financial information,
appointment of Directors and other significant financial and
operational matters.

All Directors have full and timely access to all relevant
information as well as the advice and services of the
senior management, with a view to ensuring that the
Board procedures and all applicable laws and regulations
are followed. Each Director is able to seek independent
professional advice in appropriate circumstances at the
Company’s expenses, upon making a reasonable request to
the Board.

The Board has delegated a schedule of responsibilities
to the Chief Executive Officer and senior management of
the Company. These responsibilities include implementing
decisions of the Board and directing and co-ordinating day-to-
day operation and management of the Company.

The delegated functions and responsibilities are periodically
reviewed by the Board. Approval has to be obtained from the
Board prior to any significant transactions being entered into by
the foregoing officers and senior management.
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A. THE BOARD (continued)
A.2 BOARD COMPOSITION

The Board comprised the following Directors during the Year
and up to the date of this report:—

Executive Directors

Mr. Phang Yew Kiat (Vice-Chairman and Chief Executive Officer)
Mr. Chng Swee Ho

Mr. Sheng Jia

Non-executive Directors
Mr. Li Mingshan (Chairman)
Mr. Li Gang

Mr. Wong Sai Hung

Mr. Zhang Zhenxin

Ms. Zhou Youmeng

Independent Non-executive Directors
Mr. Ge Ming

Dr. Ou Minggang

Mr. Wang Wei

Dr. Yin Zhongli

A list of all Directors (by category) is set out under the section
headed “Corporate Information” in this annual report and is
also disclosed in all corporate communications issued by
the Company pursuant to the GEM Listing Rules from time
to time. The INEDs are expressly identified in all corporate
communications of the Company. There is no relationship
between the Chairman and the Chief Executive Officer. There
was no financial, business, family or other material relationship
among the Directors. The biographical details of the Directors
are set out under the section headed “Biographical Details of
Directors and Senior Management” in this annual report.

SEEAHRE

AL EEE @)
A2 EEERARK

RAFEREEARERH EFSH T
BRMAERK:

HITEF
EREBSEE (B ZTEREEHTE)
HiInREE

Bk E

FHITEE
FHILSE (E)
FMIEE
HEHEE
SRIRHT L
ArREZL

BLIHITEE
BEREE
EXEA M 18 £

B b
FHRUEL

PREELE (RBKERN ) SRAFR
[RBER] —&1 MEARRRERIER
MARRAK TR ZAARARBATHE-B
VIMITEREARBMARBBATEN
MR EFEEEFENTE ZEMERER-
ERCHEBEYR XH REXEMEX
RE-BEFZZEEERFRIANAERIE
ErERERBZREFE] —H-

52016 hEERHEREERAT DO



Corporate Governance Report
i

A.

XERME

THE BOARD (Continued)

A.2 BOARD COMPOSITION (Continued)

57

During the Year, the Board has at all times met the
requirements of the GEM Listing Rules relating to the
appointment of at least three INEDs with at least one of
them possessing appropriate professional qualifications and
accounting and related financial management expertise as
required under the GEM Listing Rules.

The Board has maintained the necessary balance of skills and
experience appropriate for the business requirements and
objectives of the Group and for the exercise of independent
judgement. Each ED supervises areas of the Group’s business
in accordance with his expertise. The INEDs bring different
business and financial expertise, experiences and independent
judgement to the Board and they are invited to serve on the
Board committees of the Company. Through participation in
Board meetings, taking the lead in managing issues involving
potential conflicts of interests and/or serving on the Board
committees, the INEDs have made contributions to the
effective operation of the Company and provided adequate
checks and balances to safeguard the interests of both the
Group and the Shareholders.

The Company has received a written annual confirmation from
each INED of his independence pursuant to the requirements
of the GEM Listing Rules. The Company considers all INEDs
to be independent in accordance with the independence
guidelines set out in the GEM Listing Rules.
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A. THE BOARD (continued)
A.3 CHAIRMAN AND CHIEF EXECUTIVE

OFFICER

The roles and duties of the Chairman and the Chief Executive
Officer are carried out by different individuals.

The Chairman is Mr. Li Mingshan, who provides leadership for
the Board and ensures its effectiveness in all aspects. With
the support of the senior management, the Chairman is also
responsible for ensuring that the Directors receive adequate,
complete and reliable information in a timely manner and
appropriate briefing on issues arising at the Board meetings.

The Chief Executive Officer is Mr. Phang Yew Kiat, who is
in charge of the Company’s day-to-day management and
operations and focuses on implementing the objectives,
policies and strategies approved and delegated by the Board.

A.4 APPOINTMENT AND RE-ELECTION OF

DIRECTORS

Each of the EDs is engaged on a service agreement with the
Company for a term of three years. The Company has also
issued a letter of appointment for a term of three years to each
of the NEDs.

In accordance with the Articles of Association, one-third of the
Directors for the time being shall retire from office by rotation
provided that every Director shall be subject to retirement
at an AGM at least once every three years. All of the retiring
Directors, being eligible, will offer themselves for re-election
at the 2017 AGM. The Board may from time to time and at
any time appoint any person to be a Director, either to fill a
casual vacancy of the Board, or as an addition to the existing
Board. Any Director appointed by the Board to fill a casual
vacancy shall hold office until the first general meeting of the
Shareholders after his/her appointment, and be subject to re-
election at such meeting and any Director appointed by the
Board as an addition to the existing Board shall hold office only
until the next following AGM and shall then be eligible for re-
election.
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A.4 APPOINTMENT AND RE-ELECTION OF

DIRECTORS (Continued)

Pursuant to the aforesaid provisions of the Articles of
Association, four Directors, being Mr. Li Mingshan, Mr.
Chng Swee Ho, Mr. Sheng Jia and Mr. Li Gang, shall retire
at the forthcoming 2017 AGM and, being eligible, will offer
themselves for re-election thereat. A circular which contains
detailed information of the retiring Directors pursuant to the
GEM Listing Rules will be sent to the Shareholders.

The procedures and process of appointment, re-election
and removal of the Directors are laid down in the Articles of
Association. The Company has established a Nomination
Committee which is responsible for reviewing the Board
composition, monitoring the appointment and succession
planning of the Directors and assessing the independence of
the INEDs. The criteria for selection of the Directors are mainly
based on the professional qualification, experience and time
commitment to the Company of the candidates. Details of the
Nomination Committee and its work performed are set out in
the section headed “Board Committees” below.

A.5 INDUCTION AND CONTINUOUS

59

PROFESSIONAL DEVELOPMENT FOR
DIRECTORS

All Directors received induction on the first occasion of his/
her appointment, so as to ensure that he/she has appropriate
understanding of the business and operations of the Group
and that he/she is sufficiently aware of his/her responsibilities
and obligations under the GEM Listing Rules and relevant
regulatory requirements.

The existing Directors are continually updated with legal

and regulatory developments, and the business and market
changes to facilitate the discharge of their responsibilities.
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A.5 INDUCTION AND CONTINUOUS A5 EENRIENRBFETEXRRE
PROFESSIONAL DEVELOPMENT FOR (#8)
DIRECTORS (Continued)
According to the records maintained by the Company, BRERARNRMREZLE EERAFER
the Directors have participated in continuous professional BHEERIE R/ KBHEEHMI2ESES
development by attending seminars and/or reading materials KR

A. THE BOARD (continued)

during the Year.

Reading Attended
Materials Seminars
B 5 & R HEHE
EDs HITEE
Mr. Phang Yew Kiat TIREESEE v v
Mr. Chng Swee Ho Hmsk4sE v =
Mr. Sheng Jia BIESLE v v
NEDs FEHTEF
Mr. Li Mingshan ZHILEE v v
Mr. Li Gang THIEAE v v
Mr. Wong Sai Hung g % v
Mr. Zhang Zhenxin RIRFTEAE v =
Ms. Zhou Youmeng ARBELZL v v
INEDs BUEHITEFE
Mr. Ge Ming BHR%EE v =
Dr. Ou Minggang ELFARI1E v =
Mr. Wang Wei ITHRAE v v
Dr. Yin Zhongli FHRUEL v v
#2016 v@ERHEERERAA 00
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A.6 BOARD MEETINGS

A.6.1 Board Practices and Conduct of Meetings

61

Schedules for regular Board meetings are normally agreed with
the Directors in advance in order to ensure their attendance.
In addition, notice of at least 14 days is given for a regular
Board meeting. For other Board meetings, reasonable notice is
generally given.

Draft agenda of each of the Board meetings is usually sent
to all Directors together with the notice in order to give them
an opportunity to include any other matters in the agenda for
discussion at the meeting.

Board papers together with all appropriate, complete and
reliable information are sent to all Directors at least 3 days
before each regular Board meeting to provide them with
materials relating to the transactions to be discussed in the
meeting in order to enable them to make informed decisions.
The Board and each Director also have separate and
independent access to the senior management whenever
necessary.

The Chairman, the Chief Executive Officer and other relevant
senior management normally attend the regular Board
meetings and, where necessary, other Board and Board
committee meetings to advise on business developments,
financial and accounting matters, statutory compliance,
corporate governance and other major aspects of the Group.

The Compliance Department of the Company is responsible to
keep the minutes of all Board and Board committee meetings.
Draft minutes are normally circulated to the Directors for
comments within a reasonable time after each meeting and the
final version is open for the Directors’ inspection.

According to current Board practice, any material contract,
transaction or arrangement which involves a conflict of interest
for a substantial shareholder (as defined in the GEM Listing
Rules) of the Company, a Director or the Chief Executive
Officer, will be considered and dealt with by the Board at a
duly convened Board meeting. The Articles of Association
contain provisions requiring the Directors to abstain from
voting and not to be counted in the quorum at meetings for
approving contracts, transactions or arrangements in which
such Directors or any of their associates (as defined in the GEM
Listing Rules) have a material interest.
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A. THE BOARD (continued)
A.6 BOARD MEETINGS (Continued)

A.6.2 Directors’ Attendance Records

The Board meets regularly for reviewing and approving the
financial and operating performance, and considering and
approving the overall strategies and policies of the Company.
Additional meetings are held when significant events or
important issues are required to be discussed and resolved.

During the Year, the Board held four Board meetings which
were the regular ones held at approximately quarterly intervals
on 21 March 2016, 9 May 2016, 8 August 2016 and 7
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November 2016, respectively. The attendance of each Director

REFEEH ANEBFERT-RERE

is as follows: FORESZHBRSNT
Number of
regular Board
meetings attended/ AGM attended/ EGMs attended/
Eligible to attend Eligible to attend Eligible to attend
HERAESEEE  URRAEFAE  HEREHIAE
/RERYRE /S EERYURE /S EEEHE
ESTEERNRY BEEEFXERY BEFHXERE
EDs HITEE
Mr. Phang Yew Kiat URELE 4/4 1/1 3/3
Mr. Chng Swee Ho HmREE 4/4 0/1 3/3
Mr. Sheng Jia RERE 4/4 1/1 3/3
NEDs FHITEE
Mr. Li Mingshan FHLEE 4/4 0/1 0/3
Mr. Li Gang ZWEE 4/4 17 13
Mr. Wong Sai Hung BHHELEE 4/4 11 2/3
Mr. Zhang Zhenxin SRIRITA A 3/4 0/1 0/3
Ms. Zhou Youmeng BARBLL 4/4 11 3/3
INEDs BLFHITEE
Mr. Ge Ming B4 4/4 11 3/3
Dr. Ou Minggang BARRIE L 4/4 1/1 3/3
Mr. Wang Wei IREL 4/4 11 2/3
Dr. Yin Zhongl FRYELT 4/4 11 3/3
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A.6 BOARD MEETINGS (Continued)

A.6.2 Directors’ Attendance Records (Continued)

63

There were six additional Board meetings held and attended
by certain EDs, NEDs and INEDs during the normal course of
business throughout the Year. Apart from the said meetings,
matters requiring the Board’s approval were arranged by
means of circulation of written resolutions of all Board
members.

All businesses transacted at the Board meetings and by written
resolutions were well-documented. Minutes of the Board
meetings and written resolutions of the Directors are kept by
the Company and are available to all Directors.

During the Year, the AGM was held on 9 May 2016. Three
EGMs were held on 26 January 2016, 22 April 2016 and 15
September 2016, respectively. The attendance of each Director
is set out on page 62 of this annual report.

Pursuant to code provision A.6.7 of the CG Code, the
independent non-executive directors and other non-executive
directors should attend general meetings and develop a
balanced understanding of the views of shareholders. Due to
other engagements, an INED and certain NEDs were unable
to attend some of the EGMs and certain NEDs were unable to
attend the AGM. To mitigate the above, future general meetings
would be scheduled earlier to avoid timetable clashes.

Code provision E.1.2 of the CG Code requires the Chairman
to attend the AGM. Due to other business commitments
which must be attended by Mr. Li Mingshan, he was not
able to attend the 2016 AGM. Mr. Phang Yew Kiat, the Vice-
Chairman and Chief Executive Officer, acted as the chairman of
the 2016 AGM to ensure an effective communication with the
Shareholders. Mr. Li had a follow-up with Mr. Phang in respect
of the opinions expressed or concerns raised, if any, by the
Shareholders at the 2016 AGM.
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A. THE BOARD (continued)
A.7 REQUIRED STANDARD OF DEALINGS

The Company has adopted its securities dealing code (the
“Own Code”) regarding dealings in the Company’s securities
by the Directors, senior management and certain employees of
the Group (who are likely to be in possession of unpublished
inside information in relation to the Company or its securities)
on terms no less exacting than the required standard of
dealings set out in Rules 5.48 to 5.67 of the GEM Listing
Rules (the “Required Standard of Dealings”). A specific enquiry
has been made by the Company with each of the Directors
and all of them have confirmed that they had complied with
the required standards set out in the Required Standard of
Dealings and the Own Code throughout the Year.

No incident of non-compliance of the Required Standard
of Dealings and the Own Code by the Directors, senior
management and relevant employees was noted by the
Company.

When the Company is aware of any restricted period for
dealings in the Company’s securities, the Company will notify
the Directors, senior management and relevant employees in
advance.

&% EARE

AL EEE @)

R 5 w7 E 8|

ARRERAEEES aREEERET
EE (HEBBAEEEBMEAARISERE
FHRAMARBEL) BEERARRESHBT
RN—EFFEETATA (TBETFAL) -
HERA AL AR LR AIES 48162
5.671'%%%%%%3;??575%?EE’U%EEEE—E'J
([RGWH=FLEA]) B - R ARIEMAR A
%’55%$ﬂ5ﬁ/ﬂ\ﬁ%§a’] TRES BEER
REEAFEA—EEFTXIHUTERRE
RISFRIFTEAR B 2E R o

ARRYEBREE SIMERELERE
BEEMTETRZLBTER MBI TRIZ
Efe

HERRAMEEMEBEEARBEFESFH
REH ARRKEELBHNEEST SR

BEENHERESR

32016 nEERHERRERAT 04



Corporate Governance Report

EXE

B.1

65

lrlrs =+
B lﬁ#ﬁ%

BOARD COMMITTEES

The Board has established four Board committees, namely, the
Executive Committee, the Audit Committee, the Nomination
Committee and the Remuneration Committee, for overseeing
particular aspects of the Company’s affairs. The Audit
Committee, the Nomination Committee, and the Remuneration
Committee have been established with defined written terms
of reference, which are published on the respective websites of
the Company and the Stock Exchange, and are available to the
Shareholders upon request. All the Board committees should
report to the Board on their decisions or recommendations
made.

The practices, procedures and arrangements in conducting
meetings of the Board committees are in line with, so far as
practicable, those of the Board meetings set out in sub-section
A.6.1 above.

All Board committees are provided with sufficient resources
to discharge their duties and, upon reasonable request, are
able to seek independent professional advice in appropriate
circumstances, at the Company’s expenses.

EXECUTIVE COMMITTEE

The Executive Committee comprises all the EDs with Mr.
Phang Yew Kiat acting as the chairman of such Committee.
The Executive Committee operates as a general management
committee under the direct authority of the Board to increase
the efficiency for the business decision. It monitors the
execution of the Company’s strategic plans and operations
of all business units of the Group and discusses and makes
decisions on matters relating to the management and day-to-
day operations of the Company.
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B. BOARD COMMITTEES (Continued) B. EX€#THZE ()
B.2 AUDIT COMMITTEE

The Audit Committee comprises a total of four members,
namely Mr. Ge Ming (chairman), Dr. Ou Minggang, Mr. Wang
Wei and Dr. Yin Zhongli. All of them are INEDs. The chairman
of the Audit Committee also possesses the appropriate
accounting and financial management expertise as required
under Rule 5.28 of the GEM Listing Rules. None of the
members of the Audit Committee is a former partner of the
Company’s existing external auditor.

The principal duties of the Audit Committee are to (i) review the
financial statements and reports and consider any significant
or unusual items raised by the Company’s staff responsible
for the accounting and financial reporting function, compliance
officer or external auditor before submission to the Board; (ii)
review the Company’s relationship with the external auditor
by reference to the work performed by the auditor, their fees
and terms of engagement, and make recommendation to the
Board on the appointment, reappointment and removal of the
external auditor; and (iii) review the adequacy and effectiveness
of the Company’s financial reporting, internal control and risk
management systems and associated procedures.
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B. BOARD COMMITTEES (continued)
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B.2 AUDIT COMMITTEE (Continued)

During the Year, the Audit Committee met four times. Two of
the meetings were attended by the external auditor and the
Audit Committee members under a private session without

67

EDs.

During the Year, the Audit Committee performed the

following major tasks:

Review and discussion of the relevant draft quarterly,
interim and annual financial statements, results
announcements and reports, the related accounting
principles and practices adopted by the Group and the
relevant audit findings;

Review and discussion of the financial reporting, internal
control and risk management systems of the Group;

Discussion and recommendation of the re-appointment
of the external auditor; and

Review of the Company’s continuing connected
transactions for the Year pursuant to the GEM Listing
Rules.

B. EEE€#THZE %)

B2 EXZEE (&)

RAFERN BEREZBEBRTHAREH
HA MR & & BN R ERZE G

BEHEATEHNTEESLEFENBERTNELT
ET-RAFEN BERZESHRTUTE
B

- ZHHMTWARERTE THEFE
MBHRER FERERRE AREK
M AR e RAI R E G R E
IR

— EHRTIWAKENPERE N5

=R R R E IR

— A RERERIMNEZBED &

- REAXRLETRVFHARBRA
FEZHBEWHERSD

During the Year, the attendance of each member of the Audit RAFERN BRZEEZKE 2B FiLsk
Committee is as follows: R
Number of
meetings attended/
Eligible to attend
HEaE#®
EERURE
BRI
Mr. Ge Ming (Chairman) BREE(EE) 4/4
Dr. Ou Minggang B AR [ 1 &= 4/4
Mr. Wang Wei F®ELE 4/4
Dr. Yin Zhongli FRIiEL 4/4
There is no disagreement between the Board and the Audit EEQHERZESHEAEIEZHEM S
Committee regarding the re-appointment of external auditor. BEFWEZER S

The terms of reference of the Audit Committee setting out
its role and responsibilities are available on the respective
websites of the Stock Exchange and the Company.
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B. BOARD COMMITTEES (continued)
B.3 NOMINATION COMMITTEE

Pursuant to the CG Code, the Company has established
the Nomination Committee which comprises a total of four
members, namely Dr. Ou Minggang (chairman), Mr. Ge Ming,
Mr. Wang Wei and Dr. Yin Zhongli, all of whom being INEDs.

The principal duties of the Nomination Committee are to (i)
review the Board composition; (i) identify qualified individuals
to become members of the Board; (i) monitor the appointment
and succession planning of the Directors; and (iv) assess the
independence of the INEDs.

During the Year, the Nomination Committee met once and
performed the following major tasks:

- Review and discussion of the existing structure, size and
composition of the Board to ensure that it has a balance
of expertise, skills and experience appropriate to the
requirements for the business of the Group;

- Assessment of the independence of the existing INEDs;
and

- Recommendation on the re-appointment of the retiring
Directors at the 2016 AGM pursuant to the Articles of
Association.

During the Year, the attendance of each member of the
Nomination Committee is as follows:

e Report
TEERME

B. EEg€ETHZES @)
B3IREZEET

ARARECRIBEEEE R TRIKS KR MAK
g8 AEEAME L (EF) BHLE T5
FERFHUBTEKRZREZES KE
Y RBIIFAITES -

RAZEEMIERERB(IRNESEN
B (e KAEEERENEERA
B (BT ESZAREE R R(viTh
BAIEMITESBL -

RAFERN REZEEEHRIT
TIITATE2EH:

St
8

%

p=1T1%

- RIKTWHEFENRTRE  AHK
MR ARERE A B RN A KB
FRB R e &R T

—  HMEREBUFMITESMBEYME: &

— REFEMAUR - -RFRREF
Re BB REERRIES -

REFER REEERSKE T HELRE
mT

Number of
meeting attended/
Eligible to attend

HEEHE

SERUE

B

Dr. Ou Minggang (Chairman) ERRRRIE = (£/E) 11
Mr. Ge Ming BHREE 11
Mr. Wang Wei F@ELE 11
Dr. Yin Zhongli FHyBT 11

The terms of reference of the Nomination Committee setting
out its role and responsibilities are available on the respective
websites of the Stock Exchange and the Company.
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B. BOARD COMMITTEES (continued)

B.4 REMUNERATION COMMITTEE

69

The Remuneration Committee comprises a total of four
members, namely Mr. Wang Wei (chairman), Mr. Ge Ming, Dr.
Ou Minggang and Dr. Yin Zhongli. All of them are INEDs.

The principal duties of the Remuneration Committee are to
() make recommendations to the Board on the Company’s
policy and structure for all remuneration of the Directors
and senior management and the establishment of a formal
and transparent procedure for developing a policy on such
remuneration; (i) make recommendations on the remuneration
packages of the EDs and senior management; and (jii) review
and approve performance-based remuneration by reference to
the corporate goals and objectives resolved by the Board from
time to time.

Pursuant to code provision B.1.5 of the CG Code, the
remuneration of the members of the senior management by
band for the Year is set out below: (6)

In the band of
48 51

B. EE€ETHZES ()

B4 HMHEES
2

¥FHEZES

BREMNEKE - NEHRLE
( fE) BREL BBRELRFHIE
T -WEARBIIFNTES -

FHMZEeNIZBAERBRIMARAES
REHREREKEZHMFBBRMRER
HEE MR IEA T A B A E/EF A
HEAEFMRERNESSIREES ()3
ﬁlTTﬁ%&miﬁgf@/\ﬁm A S IR E
& L(2EEEETRHZROAFENR
ETE R ] S AR IR B AN RO B

REBEEEEATRIST ARG EBA6F  RA
FRERHFWMARE D 22N EEA BT ME
(RN

Number of Individuals

AB

Nil to HK$1,000,000

HK$1,000,001 to HK$2,000,000
HK$2,000,001 to HK$3,000,000
HK$3,000,001 to HK$4,000,000
HK$4,000,001 to HK$5,000,000
HK$5,000,001 to HK$6,000,000

= 21,000,000/ 7T

Details of the remuneration of each Director for the Year are
set out in note 14 to the consolidated financial statements
contained in this annual report.

During the Year, the Remuneration Committee met twice and
performed the following major tasks:

- Review and making of recommendation on the payment
of a year-end bonus and a special bonus to the Directors
and senior management of the Group; and

- Review and making of recommendation on the current

remuneration package of the Directors and senior
management of the Group.
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BOARD COMMITTEES (continued)

B.4 REMUNERATION COMMITTEE (Continued)

During the Year, the attendance of each member of the
Remuneration Committee is as follows:

EEAHE

EETETHZES (@)

B4HMEEE (@)

REFER HMESRSKE 2 HELEE
mT

Number of
meetings attended/
Eligible to attend

HEEH

EEBURE

BHRE

Mr. Wang Wei (Chairman) TE®EE (FE) 2/2
Mr. Ge Ming BHEE 2/2
Dr. Ou Minggang B AR B 18+ 2/2
Dr. Yin Zhongli FhiE T 2/2

The terms of reference of the Remuneration Committee setting
out its role and responsibilities are available on the respective
websites of the Stock Exchange and the Company.

BOARD DIVERSITY POLICY

The Board has adopted a Board Diversity Policy on 13 March
2014, which sets out the approach to achieve diversity on
the Board. The Company considers that diversity of Board
members can be achieved through consideration of a number
of aspects, including but not limited to gender, age, cultural
and educational background, professional experience, skills
and knowledge. All Board appointments will be based on
meritocracy, and candidates will be considered against
objective criteria, having due regard to the benefits of diversity
on the Board.

HONFNE B S Ba NI E 2 Bk g0 B 0 B
RARANRRE B 2B A HER] -

EEEMESTILEER
EZgCN T NOF=-AT=-HERES
EREBZTICERR HPHREEREETINK
BZE2 A - ARRRBABERBZHE
EZREREFE@NEZ L BRETRR
MRl Fl - ERHBBEE R FELR K
ELAB - EFZEMAZEIRMARES X
EEBREABSURBEER T BRESS
KRB ZTT{Lz#k -
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DIRECTORS’ RESPONSIBILITIES FOR
FINANCIAL REPORTING IN RESPECT
OF THE FINANCIAL STATEMENTS

The Directors have acknowledged their responsibilities for
preparing the consolidated financial statements of the Group
for the Year.

The Board is responsible for presenting a balanced, clear and
understandable assessment of quarterly, interim and annual
reports, price-sensitive announcements and other disclosures
required under the GEM Listing Rules and other regulatory
requirements. The management has provided such explanation
and information to the Board as necessary to enable the Board
to make an informed assessment of the financial information
and position of the Group put forward to the Board for
approval.

There are no material uncertainties relating to events or
conditions that may cast significant doubt on the Company’s
ability to continue as a going concern.

RISK MANAGEMENT AND INTERNAL
CONTROLS

The Board is responsible for maintaining adequate risk
management and internal control systems to safeguard the
interests of the Shareholders and the Group’s assets and,
with the support of the Audit Committee, for reviewing the
effectiveness of such system on an ongoing basis. The senior
management reviews and evaluates the control process and
monitors any risk factors on a regular basis and reports to the
Board and the Audit Committee on any findings and measures
to address the variances and identified risks.

The risk management and internal control systems are
designed to manage rather than eliminate the risk of failure to
achieve business objectives, and can only provide reasonable
and not absolute assurance against material misstatement or
loss.

CREDIT CHINA FINTECH HOLDINGS LIMITED ¢ ANNUAL REPORT 2016
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RISK MANAGEMENT AND INTERNAL
CONTROLS (continued)

The objectives of the risk management and internal control
systems include:

° to strengthen the Group’s risk management and internal
control in compliance with the GEM Listing Rules
requirements;

° to establish and constantly improve the risk management
and internal control systems;

° to implement a top-down and group-wide risk
management system that covers every aspect of the
business; and

° to keep baseline risks within the acceptable range.

The Group has complied with the risk management and
internal control code provisions set out in code C.2.4 of
Appendix 15 to the GEM Listing Rules by having adopted
a three-tier risk management approach to identify, assess,
mitigate and handle risks. At the first line of defence, business
units are responsible for identifying, assessing and monitoring
risks associated with each business or deal. The management,
as the second line of defence, defines rule sets and models,
provides technical support, develops new systems and
oversees portfolio management. It ensures that risks are
within the acceptable range and that the first line of defence
is effective. As the final line of defence, the Audit Committee,
with the professional advices and opinions from the Group’s
internal audit function, ensures that the first and second lines
of defence are effective through constant inspection and
monitoring.

The aim of internal control is to reasonably guarantee the
compliance of its operation and management with regulations
and laws, assets security, and authenticity and integrity of
financial report and related information, improve the efficiency
and effectiveness of operating activities and promote the
realization of development strategy of the Group.

During the Year, the Board has conducted a review of the
effectiveness of the risk management and internal control
systems and considered them effective and adequate.

E.
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INDEPENDENT AUDITOR AND ITS F BiAZ8HEREME
REMUNERATION
The statement of the Independent Auditor on its reporting BUZEANE @EE RN A EE R ARFER
responsibilities for the Group’s financial statements for the Year BMERBREEZER FRAFREL
is set out in the section headed “Independent Auditor’s Report” BN ER S | — &N e
in this annual report.
The fees paid/payable to SHINEWING (HK) CPA Limited, the RAFEE B ZBENE KR (B8 g
Independent Auditor, in respect of audit services and non-audit TR ST AR A RlRE 2 BT IR R IEE
services for the Year are analyzed below:— PR MX N EEAHERASNET
Type of services provided
by the independent auditor Fees paid/payable
B ZBMRENRBFEESR Bt EiE A
HK$
BT
Audit services FARE 1,900,000
Non-audit services FFEF R
— In relation to merger and acquisition - BB@REHEKEZIK
assignments 870,000
- Others —H A 90,000
960,000
TOTAL: At 2,860,000
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CORPORATE GOVERNANCE
FUNCTIONS

The Board as a whole is responsible for performing the
corporate governance duties including:

(a) to develop and review the Company’s policies
and practices on corporate governance and make
recommendations to the Board;

(b) to review and monitor the training and continuous
professional development of the Directors and senior
management;

(c) to review and monitor the Company’s policies and
practices on compliance with legal and regulatory
requirements;

(d) to develop, review and monitor the code of conduct
applicable to employees and the Directors; and

(e) to review the Company’s compliance with the CG Code
and disclosure in the Corporate Governance Report
contained in the Company’s annual reports.

During the Year and up to the date of this report, the Board has
reviewed and performed the said (a), (b), (c) and (e) corporate
governance functions.

SHAREHOLDERS’ RIGHTS

As one of the measures to safeguard Shareholders’ interests
and rights, separate resolutions are proposed at Shareholders’
meetings on each substantial issue, including the election
of individual Directors, for Shareholders’ consideration and
voting. Besides, various rights of Shareholders, including the
right to propose resolutions, are contained in the Articles of
Association.
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SHAREHOLDERS’ RIGHTS (continued)

A summary of certain rights of the Shareholders is disclosed
below:-

Procedures for convening EGMs and putting forward proposals
at general meetings

Each general meeting other than an AGM shall be called an
EGM. General meetings may be held in any part of the world as
may be determined by the Board. According to article 58 of the
Articles of Association, any one or more members holding at
the date of deposit of the requisition not less than one-tenth of
the paid up capital of the Company carrying the right of voting
at general meetings of the Company shall at all times have
the right, by written requisition to the Board or the Company
Secretary, to require an EGM to be called by the Board for
the transaction of any business specified in such requisition;
and such meeting shall be held within two (2) months after
the deposit of such requisition. If within twenty-one (21) 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.

Any requisition to convene an EGM or proposal to be put
forward at the general meeting can be addressed to the
principal place of business in Hong Kong of the Company
marked with the attention of the Company Secretary. The
requisitionists must state in their request(s) the objects of the
EGM to be convened, and such request must be signed by
all the requisitionists. Upon receipt, the Company will verify
the requisitionists’ particulars and if the request is in order, the
Company will convene the EGM in accordance with the Articles
of Association.

Procedures for proposing a person for election as a Director
The procedures for proposing a person for election as a

Director are posted under the Investor Relations section of the
Company’s website at www.creditchina.hk.
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COMMUNICATIONS WITH
SHAREHOLDERS

The Board believes that a transparent and timely disclosure
of the Group’s information will enable Shareholders and
investors to make the best investment decision and to have
better understanding on the Group’s business performance
and strategies. It is also vital for developing and maintaining
sustainable investor relations with the Company’s potential and
existing investors.

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

Shareholders should direct their enquiries about their
shareholdings or their notification of change of correspondence
address or their dividend/distribution instructions to the
Company’s branch share registrar in Hong Kong, Tricor
Investor Services Limited and for other enquiries, Shareholders
and investors may also write directly to the Company’s
principal place of business in Hong Kong at Rooms 3533-39,
Level 35, Two Pacific Place, 88 Queensway, Hong Kong or
via email to “ir@creditchina.hk” for any enquiries. Enquiries are
dealt with in an informative and timely manner.

The Board considers that general meetings of the Company
provide an important channel for the Shareholders to exchange
their views with the Board. The Chairman as well as the
chairmen and/or other members of the Board committees
will endeavor to be available at the meetings to answer any
questions raised by the Shareholders.

The Company continues to enhance communication and
relationship with its investors. Designated senior management
officers maintain regular dialogues with institutional investors
and analysts to keep them informed of the Group’s
developments.
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COMPANY SECRETARY

Mr. Kwok Siu Man (“Mr. Kwok”) has been appointed as the
Company Secretary since 7 July 2014. All Directors have
access to the advice and services of the Company Secretary to
ensure that Board procedures, and all applicable law, rules and
regulations are followed.

Mr. Kwok was nominated by Boardroom Corporate Services
(HK) Limited (“Boardroom”) to assume such office and
Boardroom has been providing certain corporate secretarial
services to the Company pursuant to an engagement letter
entered into between the Company and Boardroom. The
primary person at the Company with whom Mr. Kwok has been
contacting in respect of company secretarial matters is Mr. Yu
Wai Cheong, the Financial Controller of the Company.

As Mr. Kwok was first appointed the company secretary of a
Hong Kong Hang Seng Index constituent stock company in
1991 and has been acting in such capacity for a number of
other reputable companies listed on the Stock Exchange at
substantial times since then, he was not required to have at
least 15 hours of relevant continuous professional development
training for the Year under the Listing Rules for five consecutive
years from 2012 (including the Year). Despite the above
exemption, Mr. Kwok had delivered and attended over 15
hours’ relevant seminars during the Year.
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INSIDE INFORMATION

With respect to the procedures and internal controls for the
handling and dissemination of price-sensitive information, the
Company is aware of its obligations under Part XIVA of the
SFO and the GEM Listing Rules and has established the inside
information/price-sensitive information disclosure policy (the
“Disclosure Policy”) with close regard to the “Guidelines on
Disclosure of Inside Information” issued by the Securities and
Future Commission of Hong Kong.

The Disclosure Policy includes, among other things:

(@  only designated persons are authorised to communicate
the Company’s corporate matters with investors,
analysts, the media or other members of the investment
community;

(b) Directors or senior management shall report to Chief
Executive Officer any potential/suspected inside
information as soon as practicable for him to consult
(if appropriate) the Board thereafter for determining
the nature of developments, and if required, making
appropriate disclosure;

(c) disclosure of inside information must be made in a
manner that can provide for equal, timely and effective
access by the public to the disclosed inside information;

(d) inside information must be kept strictly confidential until a
public announcement is made and shall be disseminated
in accordance with the requirements of the GEM Listing
Rules before it is released via other channels.

CONSTITUTIONAL DOCUMENTS

During the Year, there was no change in the Company’s
constitutional documents.
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Report of the Directors
EFEHRE

The Board is pleased to present the annual report and the audited
consolidated financial statements of the Group for the Year.

PRINCIPAL ACTIVITIES

The Company acts as an investment company. The principal
activities of the Company’s subsidiaries are the provision of
traditional financing services and related financing consultancy
services including entrusted loan service, real estate-backed loan
service, pawn loan service, other loan service and mircofinance
service, and internet financing services including third party payment
services, online investment and technology-enabled lending services
and related activities on loan portfolio management.

RESULTS AND DIVIDENDS

The Group’s results for the Year and the state of affairs of the
Company and the Group at 31 December 2016 are set out in the
consolidated financial statements on pages 163 to 357 of this annual
report.

Since 2014, the Group has been focusing on building up our internet
finance strategy by making significant investments in third party
payment and online investment and technology-enabled lending
service platform businesses, and has successfully delivered strong
operational growth in our internet finance business as evidenced by
its over 50% contribution to the Group’s turnover in 2016 (2015:
50%). As we anticipate the internet finance industry to enter into
a consolidation phase in the coming 12 months, the Group is
proactively seeking to capitalize on further investment opportunities
as they arise.

As a result, the Board does not recommend the payment of any
final dividend for the Year, and intends to reinvest our profits
in accelerating our growth momentum, with the aim of further
reinforcing our leading position in the internet finance industry and
ultimately building long term shareholder value.
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Report of the Directors

BUSINESS REVIEW

A review of the business of the Group during the Year and a
discussion on the Group’s future business development are provided
in the Management Discussion and Analysis on pages 12 to 37 of
this annual report. Description of possible risks and uncertainties
that the Group may be facing can be found in the Management
Discussion and Analysis on pages 12 to 37 of this annual report and
note 5 to the consolidated financial statements. Also, the Company’s
communications with its investors are contained in the Corporate
Governance Report on page 76 of this annual report.

Sustainability and Environmental Initiatives

The Group is committed to sustainable development of the
environment and our society. We work to advance environmental
and social progress and conduct business in a way that creates
value for our clients and employees. The Group complies with all
relevant environmental regulations and practice “Reduce, Reuse and
Recycle” with the following initiatives:

° Promotes the knowledge of environmental protection to staff
and advocates to sort their trash into separate bins.

° Saves power by implementing automatic lights off during non-
business hours.

° Adjusts the air conditioning and refrigeration system to low
settings when necessary.

Relationships with Key Stakeholders

The Group recognizes that our employees, customers and business
associates are keys to our sustainability journey. We strive to achieve
corporate sustainability through engaging our employees, providing
quality services for our customers, collaborating with business
partners and supporting our community.

The Company places a significant emphasis on human capital.
The Company provides a fair workplace and constant physical
exercise training classes, and promotes non-discrimination and
diversity to our staff, together with competitive remuneration and
benefits, as well as a range of opportunities for career advancement
based on employees’ merits and performance. The Company
provides periodical trainings for staff to keep them abreast of the
latest developments in the market and industry, in the form of both
internal trainings and trainings provided by experts from external
organizations.
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EFEHRE

BUSINESS REVIEW (continued)

Relationships with Key Stakeholders (Continued)

To enhance customers’ satisfaction and promote a customer-
oriented culture within the Group, we value the feedback from
customers through setting enquiring email to guarantee accessible
communication and satisfaction surveys. When dealing with a
customer’s complaint, we treat it as an opportunity to improve
our relationship with the customer, addressing the concern in a
timely manner. As regards the communication with our business
associates, we proactively collaborate with our contractors to deliver
quality sustainable products and services, and make spot checks on
goods and services during the contractual periods.

PERMITTED INDEMNITIES

The Company has arranged for appropriate insurance cover for
Directors’ and officers’ liabilities in respect of legal actions against its
Directors and senior management arising out of corporate activities.

Pursuant to the Articles of Association, every Director shall be
secured harmless out of assets and profits of the Company against
all actions, costs, charges, losses, damages and expenses which he/
she shall or may incur or sustain by or by reason of any act done,
incurred in or omitted in or about the execution of his/her duties.

CLOSURE OF REGISTER OF MEMBERS

The 2017 AGM is scheduled for Tuesday, 9 May 2017. For
determining the entitlement of the Shareholders to attend and
vote at the 2017 AGM, the Register of Members will be closed
from Thursday, 4 May 2017 to Tuesday, 9 May 2017, both days
inclusive, during which period no transfer of the Shares will be
effected. In order to qualify for attending and voting at the 2017
AGM, unregistered holders of the Shares should ensure that all share
transfer forms accompanied by the relevant share certificates must
be lodged with the Company’s Hong Kong branch share registrar,
Tricor Investor Services Limited, at Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong for registration not later than 4:30
p.m. on Tuesday, 2 May 2017.
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Report of the Directors

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the past five years is set out in the financial summary on
page 358 of this annual report. This summary does not form part of
the audited consolidated financial statements.

SHARE CAPITAL

Details of movements in the Company’s share capital during the Year
are set out in note 42 to the consolidated financial statements.

ISSUE OF EQUITY SECURITIES

Entering into a share purchase agreement
to subscribe for 205,917 Series A Preferred
Shares in BitFury Group Limited (“BitFury
Group”)

On 3 May 2016, the Company entered into a share purchase
agreement (the “Share Purchase Agreement”) with BitFury Group to
subscribe for 205,917 Series A Preferred Shares in BitFury Group
for a total consideration of US$30,000,047.73 (approximately
HK$234.0 million). The consideration comprised an amount of
US$10,000,015.91 (approximately HK$78.0 million) to be paid in
cash and US$20,000,031.82 (approximately HK$156.0 million) to
be paid by issuing a total of 49,758,898 consideration shares of
the Company (the “Consideration Shares”). As intended, upon the
closing of the transaction on or before 3 June 2016, the Company
would hold 205,917 Series A Preferred Shares which represent
approximately 6.38% of the entire issued share capital in BitFury
Group (on a fully converted and diluted basis). BitFury Group is the
private Bitcoin blockchain infrastructure provider and transaction
processing company, which provides a full service chain of hardware
and software products.

On 25 January 2017, the Company and BitFury Group agreed to
revise certain terms of the Share Purchase Agreement after arms’
length negotiations. The major amendments to the Share Purchase
Agreement were as follows:

(@  the aggregate number of Series A Preferred Shares subscribed
for by the Company had been reduced from 205,917 Series A
Preferred Shares to 68,639 Series A Preferred Shares; and
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ISSUE OF EQUITY SECURITIES (continued)

Entering into a share purchase agreement
to subscribe for 205,917 Series A Preferred
Shares in BitFury Group Limited (“BitFury
Group”) (Continued)

(b) the aggregate purchase price had been reduced from
US$30,000,047.73, of which US$10,000,015.91 was to be
paid in cash and US$20,000,031.82 in the Consideration
Shares, to US$10,000,015.91, which shall be paid in the
Consideration Shares only.

On 26 January 2017, the transaction was completed and
124,397,247 Consideration Shares were issued by the Company.

Please refer to the announcements of the Company dated 3 May
2016 and 26 January 2017 for details.

Entering into a supplemental agreement to
the sale and purchase agreement in relation
to acquisition of a 35% equity interest in
Shanghai Jifu Xinxi Jishu Fuwu Co., Ltd.* ( £i&
EGEERHRBERAR) (“Shanghai Jifu”)
On 24 February 2016, a supplemental agreement was entered
into between the Group and the relevant parties to amend and
supplement certain terms on the sale and purchase agreement for
the acquisition of Shanghai Jifu. The Group acquired a 35% equity
interest in Shanghai Jifu through structured contracts for a total
consideration of RMB560 million, of which RMB160 million was
satisfied in cash and RMB400 million was satisfied by the issuance
of the consideration shares of 258,318,335 new shares (equivalent
to 1,291,591,675 new shares after share subdivision effective on
19 September 2016) by the Company. Shanghai Jifu is a leading
provider of mobile POS solutions in China.

Please refer to the announcement of the Company dated 24
February 2016 and the circular of the Company dated 7 April 2016
for details.
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Report of the Directors

ISSUE OF EQUITY SECURITIES (continued)

Entering into a share purchase agreement to
acquire 48% equity interest in Leyu Limited
(“Leyu”)

On 31 October 2016, the Company and Marvel Paradise Group
Limited, a wholly-owned subsidiary of the Company, as buyer
entered into a share purchase agreement (as amended by a
supplemental agreement dated 21 November 2016) with Starshine
Global Investments Limited, Sanbao Star Limited, Mr. Zhang
Jinghua, Prajna Technology Limited and Mr. Wang Lisong collectively
as sellers, for the acquisition of 48% of the entire issued share
capital of Leyu for a total consideration of RMB800 million, of which
RMB320 million was to be settled by cash on the closing date and
the remaining RMB480 million was to be satisfied by the issuance
of the consideration shares of 714,147,470 shares by the Company.
The consideration shares were issued in two tranches, () 80%
were issued on the closing date and (i) 20% were issued within five
business days upon confirmation that all requisite registrations had
been made. Leyu and its subsidiaries and consolidated affiliated
entities are principally online consumer finance marketplaces,
connecting investors and individual borrowers from a variety of
channels to facilitate loans through mobile applications.

Please refer to the announcements of the Company dated 31
October 2016, 16 November 2016 and 21 November 2016 and
paragraph 6. Leyu of the section headed “Structured Contracts” of
this report for details.

PRE-EMPTIVE RIGHT

There are no provisions for pre-emptive rights under the Articles of
Association, or the laws of the Cayman Islands, which would oblige
the Company to offer new Shares on a pro rata basis to existing
Shareholders.

PLANT AND EQUIPMENT

Details of movements in the plant and equipment of the Group
during the Year are set out in note 18 to the consolidated financial
statements.
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INVESTMENT PROPERTY

The Group revalued its investment property at the year end date.
Details of such revaluation are set out in note 19 to the consolidated
financial statements.

BANK LOANS AND OTHER BORROWINGS

Details of bank loans and other borrowings of the Group as at 31
December 2016 are set out in note 35 to the consolidated financial
statements.

RESERVES

Details of movements in the reserves of the Company and the Group
during the Year are set out in note 50(b) to the consolidated financial
statements and in the consolidated statement of changes in equity,
respectively.

DISTRIBUTABLE RESERVES

At 31 December 2016, the Company’s reserves available for
distribution to equity holders comprising share premium account less
accumulated losses amounted to approximately RMB2,641.2 million
(2015: RMB1,486.2 million).

MAJOR CUSTOMERS AND SUPPLIERS

For the Year, the percentage of revenue attributable to the Group’s
major customers is set out below:

Revenue
— The largest customer 3.0%
— The total of the five largest customers 11.0%

Due to the nature of the activities of the Group as a financial services
provider, no major supplier contributed significantly to the Group’s
purchases and the aggregate purchases from the Group’s five
largest suppliers for the Year was less than 30% of the Group’s
purchase for the Year.
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Report of the Directors

MAJOR CUSTOMERS AND SUPPLIERS

(Continued)

As far as the Directors are aware, neither the Directors nor their close
associates (as defined in the GEM Listing Rules) nor any Shareholder
(which to the knowledge of Directors own more than 5% of the
Company’s issued share capital) had any interest in the five largest
customers or suppliers of the Group.

DIRECTORS

The Directors during the Year and up to the date of this report are
named as follows:

Executive Directors

Mr. Phang Yew Kiat (Vice-Chairman and Chief Executive Officer)
Mr. Chng Swee Ho

Mr. Sheng Jia

Non-executive Directors
Mr. Li Mingshan (Chairman)
Mr. Li Gang

Mr. Wong Sai Hung

Mr. Zhang Zhenxin

Ms. Zhou Youmeng

Independent Non-executive Directors
Mr. Ge Ming

Dr. Ou Minggang

Mr. Wang Wei

Dr. Yin Zhongli

In accordance with articles 84(1) and 84(2) of the Articles of
Association, Mr. Li Mingshan, Mr. Chng Swee Ho, Mr. Sheng Jia
and Mr. Li Gang would retire by rotation and, being eligible, offer
themselves for re-election at the 2017 AGM.
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BOARD OF DIRECTORS AND SENIOR
MANAGEMENT

The biographical information of the Directors and senior management
of the Group are set out on pages 38 to 53 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service contract
with the Company for an initial term of three years, which is
renewable automatically for successive terms for one year unless
and until () terminated by either party thereto giving not less than
three months’ prior written notice, with the last day of the notice
falling on the last day of the initial term or any time thereafter; or (ii)
the executive Director not being re-elected as a Director or being
removed by the Shareholders at general meeting of the Company in
accordance with the Articles of Association.

Each of the NEDs and INEDs has been appointed for a fixed term
of three years and shall be subject to retirement, re-election and
removal in accordance with the Articles of Association.

None of the Directors proposed for re-election at the 2017 AGM has
a service contract which is not determinable by the Company within
one year without payment of compensation (other than statutory
compensation).
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Report of the Directors

DIRECTORS’ INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS OF SIGNIFICANCE

Save as disclosed herein, no Director had a material interest, either
directly or indirectly, in any transaction, arrangement or contract of
significance to the business of the Group, to which the Company or
any of its subsidiaries was a party during the Year.

EMOLUMENT POLICY

A remuneration committee is set up for reviewing the Group’s
emolument policy and structure of all remuneration of the Directors
and senior management of the Group, having regard to the Group’s
operating results, individual performance and comparable market
practices.

REMUNERATION OF DIRECTORS AND
FIVE INDIVIDUALS WITH HIGHEST
EMOLUMENTS

The Directors’ fees are subject to Shareholders’ approval at general
meeting every year. Other emoluments are determined by the
Board by reference to the Directors’ duties, responsibilities and
performance and the results of the Group.

Details of the emoluments of the Directors and five individuals with
the highest emoluments are set out in notes 14 and 15 to the
consolidated financial statements, respectively.

RETIREMENT BENEFITS SCHEMES

Particulars of the retirement benefits schemes of the Group are set
out in note 44 to the consolidated financial statements.
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COMPETING INTEREST OF DIRECTORS

For the Year, the Directors were not aware of any business or interest
of the Directors, the controlling shareholder of the Company (as
defined under the GEM Listing Rules) and their respective close
associates (as defined under the GEM Listing Rules) that competed
or might compete with the business of the Group and any other
conflict of interest which any such person or entity has or may
have with the Group, save that Mr. Zhang Zhenxin (“Mr. Zhang”),
a NED and a substantial shareholder (as defined under the GEM
Listing Rules) of the Company, has an interest in the continuing
connected transactions relating to a sub-tenancy and master
agreement for a business centre, and a sub-tenancy agreement
and tenancy agreements for the premises in Beijing, the PRC as
announced by the Company on 23 October 2014 and 25 January
2017, respectively. Mr. Zhang is also interested in NCF Wealth
Holdings Limited (formerly known as First P2P Limited) (“NCF”),
as the sole owner of Great Reap Ventures Limited which is NCF’s
majority shareholder, and as the 99% registered shareholder of 1t
RHABAKEE®E AR A (Beiing Dongfang Lianhe Investment
Management Limited) which is the operating company of NCF’s
business in the PRC. Please refer to the Company’s announcement
dated 12 January 2015 for further details. In addition, Mr. Zhang
has a 36% shareholding in BlELE EEIE AR A A (Phoenix Asset
Management Limited) which held 51% of the equity interest in /&
S/ NEERAR QA (Hainan Pioneer Internet Microfinance
Limited) and was diluted to 24.99% in February 2016. Please refer
to the Company’s announcement dated 11 August 2014 for further
details. Mr. Zhang also beneficially owns 36.50% of _ /& F 5 5 3£ 1%
32 B R 2 B (Shanghai Zhongfeng Business Factoring Ltd.).
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Report of the Directors

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITION IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 31 December 2016, the interests of the Directors and chief
executive of the Company in the shares, underlying shares and
debentures of the Company and its associated corporations (within
the meaning of Part XV of the SFO), which were required: (a) to
be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which they were taken or deemed to have under such
provisions of the SFO); or (b) pursuant to section 352 of the SFO, to
be entered in the register referred to therein; or (c) pursuant to Rules
5.46 to 5.67 of the GEM Listing Rules, to be notified to the Company
and the Stock Exchange were as follows:

Interests in the Shares and the underlying
Shares of the Company

EEEHE

BEERFTETHAERAAGARE
M EEZRY  HEARNERES
ZHEERRE

RZFBE—ARF+ZA=+—H EFERARQ
TITRABRAR T&ﬁﬁ%il(m%ﬁﬁﬁ
REREGBIEXVED) 2 & Hh - FBEER D RESH
B: @BRIBEFESMHAERIEXVEBETRESDF
ﬂ@$AT&%x%Z% (@%@%M%&%
RO BB ESHEFIR AR 2R
ﬁ%) Hﬁﬁm%&HfMW%%Mﬁ%ua
SRTEZ IR FT a2 Ao M 2 RS sk (o) IR IR A AR
TR BIES.46E F5.67IF NS ANRQ A K HE AP
ZHETIN

ﬁ

)

\H]][Y
g; m

AN BB "B 2 &

Number of
Shares/ Approximate
underlying percentage of
Name of Directors/ Capacity/Nature Shares Total the Company’s
Chief executive of interests interested Note(s) interests issued Shares*
BEESZ EEAFE
2 E B#/ BTG
THABKE L1Y8 §:1:3-1 HREHEE (k3 BEs BLE DL
Mr. Phang Yew Kiat Beneficial owner 175,000,000 1,8 175,000,000 0.81%
TRETE EREEA
Mr. Chng Swee Ho Beneficial owner 63,700,000 1,8 63,700,000 0.30%
HhRiE ExEBA
Mr. Sheng Jia Beneficial owner 40,000,000 1,8 40,400,000 0.19%
BELE EaBEEA
Family interest 400,000 2,8
ey I
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Report of the Directors
EFEHRE

DIRECTORS’ AND CHIEF EXECUTIVE’S EERIETHAEBREAQARA
INTERESTS AND SHORT POSITION IN BEZBE Zip  BRRN RES
THE SHARES, UNDERLYING SHARES AND ZH#HZR®E (@)

DEBENTURES OF THE COMPANY AND ITS

ASSOCIATED CORPORATIONS (continued)

Interests in the Shares and the underlying RARXFRM ERHEBRRGM ZES &

Shares of the Company (Continued)

Number of
Shares/ Approximate
underlying percentage of
Name of Directors/ Capacity/Nature Shares Total the Company’s
Chief executive of interests interested Note(s) interests issued Shares*
BEREZ EALAE
Bz 1% B/ BTRHZ
THAEBRA 18 3131 HRRHEE L D ROEE A
Mr. Li Gang Beneficial owner 28,000,000 1,8 28,000,000 0.13%
FMlxE ERBEAA
Mr. Wong Sai Hung Beneficial owner 28,000,000 1,8 28,000,000 0.13%
B LA ERBAA
Mr. Zhang Beneficial owner 593,148,000 8 3,933,308,000 18.27%
REH ERBEAA
Interest in a controlled 3,250,160,000 3,8
corporation
REEHER 2 5
Family interest 90,000,000 4,8
KGR
Ms. Zhou Youmeng Beneficial owner 8,000,000 58 9,140,000 0.04%
BARBEZL ERBEAA
Beneficial owner 1,140,000 8
ERBAA
Mr. Ge Ming Beneficial owner 18,400,000 6,8 18,400,000 0.09%
BRxE ERBEAA
Mr. Wang Wei Beneficial owner 18,400,000 6,8 22,900,000 0.11%
THREE ERBEAA
Beneficial owner 4,500,000 8
ERBEAA
Dr. Ou Minggang Beneficial owner 13,400,000 7,8 13,400,000 0.06%
BRI+ ERBEAA
Dr. Yin Zhongl Beneficial owner 13,400,000 7,8 13,400,000 0.06%
FHyE+ ERBEAA
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Report of the Directors

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITION IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS (continued)

Interests in the Shares and the underlying
Shares of the Company (Continued)
Notes:

1. These interests represent the total underlying Shares comprised in the
share options granted by the Company on 11 December 2014, 11
December 2015 and 8 November 2016.

2. These interests represent the Shares held by Ms. Hu Haichen, the
wife of Mr. Sheng Jia. Therefore, Mr. Sheng Jia was deemed to be
interested in these Shares under the SFO.

3. These Shares were held by First Pay Limited* (“First Pay”), the entire
issued share capital of which was owned by Mr. Zhang. Therefore, Mr.
Zhang was deemed to be interested in these Shares under the SFO.

4. These Shares were held by Ms. Zhang Xiaomin (“Ms. Zhang”) who
is the wife of Mr. Zhang. Therefore, Mr. Zhang was deemed to be
interested in these Shares under the SFO.

(5% These interests represent the underlying Shares comprised in the share
option granted by the Company on 8 November 2016.

6. These interests represent the total underlying Shares comprised in the
share options granted by the Company on 11 December 2014, 11
December 2015 and 12 December 2016.

7. These interests represent the total underlying Shares comprised in the
share options granted by the Company on 11 December 2015 and 12
December 2016.

8. On 19 August 2016, the Board announced its proposal of the Share
Subdivision (as defined in section headed “Share Option Scheme”
below). An ordinary resolution to approve the Share Subdivision was
duly passed by the Shareholders by way of poll at the extraordinary
general meeting held on 15 September 2016. The Share Subdivision
took effect on 19 September 2016.

9. All interests stated above are long positions.
* The percentage represents the total number of the Shares and the
underlying Shares interested divided by the number of issued Shares

as at 31 December 2016 (i.e. 21,523,677 1,893 Shares).

E First Pay Limited has changed its name to “Asia FinTech Company
Limited” with effect from 3 March 2017.
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Report of the Directors
EFEHRE

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITION IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS (continued)

Interests in the Shares and the underlying
Shares of the Company (Continued)

Details of the above share options granted by the Company are set
out under the section headed “Share Option Scheme” below.

Save as disclosed above, as at 31 December 2016, none of the
Directors or chief executive of the Company had any interests or
short positions in the shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning
of Part XV of the SFO), which were required: (a) 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
he/she was taken or deemed to have under such provisions of the
SFO), or (b) pursuant to section 352 of the SFO, to be entered in the
register referred to therein, or (c) pursuant to Rule 5.46 to 5.67 of
the GEM Listing Rules, to be notified to the Company and the Stock
Exchange.
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Report of the Directors

SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2016, so far as is known to the Directors, the
following persons and entities, other than a Director and the chief
executive of the Company, had interests or short positions in the
Shares and underlying Shares as recorded in the register required to
be kept by the Company under section 336 of the SFO:

Interests in the Shares - Long Position

EEEHE

H?Li&:ﬂ:@.kiﬁ"ﬂﬂﬁ&*ﬁ%ﬁ
Hﬂﬁ‘zl:'ﬁ(]’lgﬁ_ﬁ 1

RoT—

= RNETZA=+—RB -BES=HMA-T
A
Pz

TRER (EZRARAERITERAERIN)
I RABRER D P RAREREF M E GRS
RELBRARRATFEZECMOERN

gl
i
3361
/WE g

Wi ZEZ-FA

Name of substantial

Capacity/Nature

Number of

Approximate
percentage of
Total the Company’s

shareholders of interests Shares interested Note(s) interests issued Shares*
EALT
T EL bd BBITRBZ
TERRER HA S/ BEHE RHEE lik3 BEx BABE S
First Pay Beneficial owner 3,250,160,000 5 3,250,160,000 15.10%
—Xft BREBA
Ms. Zhang Beneficial owner 90,000,000 5 3,933,308,000 18.27%
Rt ERBEAA
Family interest 3,843,308,000 1,5
FikHER
Jiefang Media (UK) Co. Limited Beneficial owner 1,848,012,000 5 1,848,012,000 8.59%
(“Jiefang Media”)
mER (HEE) FRAR ERBEAA
(THRREE])
Shanghai Xinhua Publishing Group Interest in a controlled 1,848,012,000 2,5 1,848,012,000 8.59%
Limited (“Xinhua Publishing”) corporation
TRNERTEEERA RREHEE 2 R
((#EET])
Shanghai United Media Group Interest in controlled 1,848,012,000 2,5 1,848,012,000 8.59%

(‘United Media’)
PRREEE ([ LEHRE])

corporations
REEHERE 2

32016 mEERHERRERA 94



Report of the Directors

EETHRE

SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND

FEREREMATRERN RIEE
BB EZERE (@)

SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES (continued)

Interests in the Shares - Long Position (Continued)

RiRBZEZ-FE @

Approximate
percentage of

Name of substantial Capacity/Nature Number of Total the Company’s
shareholders of interests Shares interested Note(s) interests issued Shares*
EARH
FEEERZZ EETRHZ
TERRER HE L8 131 RHEE it ax Bex iR 1A
Shanghai Greenland Group Company Interest in controlled 1,848,012,000 2,5 1,848,012,000 8.59%
Limited (“Greenland Group”) corporations
g (RE) AR AR RREHEE 2 5
([#H5E])
Aisidi (HK) Ltd. (“Aisidi HK”) Beneficial owner 576,923,075 3,5 1,326,923,075 6.16%
B (E8)BERRA ERBAA
([ZEEEE]) Beneficial owner 750,000,000
ERBAA
Shenzhen Aisidi Co., Ltd. ("SZ Aisidi’") Interest in a controlled 1,326,923,075 4,5 1,326,923,075 6.16%
corporation
RITERERHERA REEHNERE 2 s
(DRI E HefE])
Sinomaster Group (“Sinomaster”) Interest in controlled 1,326,923,075 4,5 1,326,923,075 6.16%
corporations
WMBEE (TeME]) RREHEE 2 5
Shenzhen Huaxiafeng Ltd. Interest in controlled 1,326,923,075 4,5 1,326,923,075 6.16%
("SZ Huaxiafeng”) corporations
AITEERREERAA RREHEE 2 #5
(DRYEER])
Huang Shao Wu (“Mr. Huang”) Interest in controlled 1,326,923,075 4,5 1,326,928,075 6.16%

AR ([RERAE])

corporations
REEHEE 2 Ew
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Report of the Directors

SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES (continued)

Interests in the Shares - Long Position (Continued)

Notes:

Q)

Out of the total 3,843,308,000 Shares, 3,250,160,000 Shares were
held by First Pay, the entire issued share capital of which was owned
by Mr. Zhang who is the husband of Ms. Zhang, and the remaining
598,148,000 Shares were held by Mr. Zhang. Therefore, Mr. Zhang
was deemed to be interested in these Shares under the SFO.

These Shares were held by Jiefang Media. Jiefang Media was wholly-
owned by Xinhua Publishing which was in turn owned by United Media
and its associates as to approximately 50.8% and Greenland Group
as to approximately 39%. Therefore, under the SFO, Xinhua Publishing
was deemed to be interested in all the Shares held by Jiefang Media,
and each of United Media and Greenland Group was deemed to be
interested in all the Shares which Xinhua Publishing was deemed to be
interested in.

These underlying Shares represented 576,923,075 Shares to be issued
upon full conversion of the convertible bonds (the “Convertible Bonds”)
in the principal amount of HK$300,000,000 (subject to adjustments as
set out in the conditions for issue of the Convertible Bonds).

These 750,000,000 Shares and 576,923,075 underlying Shares
were held by Aisidi HK, which was wholly-owned by SZ Aisidi. SZ
Aisidi was owned as to 56% by Sinomaster which in turn is owned
by SZ Huaxiafeng. SZ Huaxiafeng was owned by Mr. Huang as to
90%. Therefore, under the SFO, each of SZ Aisidi, Sinomaster, SZ
Huaxiafeng and Mr. Huang was deemed to be interested in the Shares
and the underlying Shares held by Aisidi HK.

On 19 August 2016, the Board announced its proposal of the Share
Subdivision (as defined in the section headed “Share Option Scheme”
below). An ordinary resolution to approve the Share Subdivision was
duly passed by the Shareholders by way of poll at the extraordinary
general meeting held on 15 September 2016. The Share Subdivision
took effect on 19 September 2016.

The percentage represents the total number of the Shares and the
underlying Shares interested divided by the number of issued Shares
as at 31 December 2016 (i.e. 21,623,671,893 Shares).

Save as disclosed above, as at 31 December 2016, according to the
register required to be kept by the Company under section 336 of
the SFO, there was no person who or entity which had any interest
or short position in the Shares or underlying Shares, which would fall
to be disclosed to the Company under the SFO.

EEEHE

FTEREREMA LRGN REH
RPN EZERE @

R ZEZ -IFE (@)

B o

(1) M4 #£3,843,308,0008% i 15 71 + 3,250,160,000
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Report of the Directors
EFEHRE

SHARE OPTION SCHEME

The Company has adopted a share option scheme (the “Share
Option Scheme”) pursuant to the written resolution of the
Shareholders on 4 November 2010, which was amended on 26
January 2016, for the purpose of providing incentives or rewards
to the eligible participants for their contribution to the Group and/
or enabling the Group to recruit and retain high-calibre employees
and attract human resources that are valuable to the Group. Eligible
participants of the Share Option Scheme include the Directors,
INEDs, employees of the Group, customers of the Group, and
consultants, advisers, managers, officers or entities that provide
research, development or other technological support to the Group.

The Company underwent a share subdivision of each issued and
unissued ordinary share of HK$0.1 each in the share capital of the
Company into five shares of HK$0.02 each (the “Share Subdivision”).

Upon the Share Subdivision becoming effective on 19 September
2016, the exercise prices of the outstanding options granted under
the Share Option Scheme were adjusted from HK$1.814 per share,
HK$2.13 per share, HK$3.37 per share and HK$3.49 per share to
HK$0.3628 per Share, HK$0.426 per Share, HK$0.674 per Share
and HK$0.698 per Share, respectively and the numbers of Shares
to be issued upon the exercise of the options were adjusted from
182,125,000 shares, 30,629,000 shares, 91,920,000 shares and
137,600,000 shares to 910,625,000 Shares, 153,145,000 Shares,
459,600,000 Shares and 688,000,000 Shares, respectively. The
above adjustments became effective on 19 September 2016.

Share options comprising a total of 1,099,500,000 underlying Shares
were granted during the Year if taking into consideration the effect
of the Share Subdivision (2015: 129,470,000 underlying shares,
equivalent to 647,350,000 Shares if taking into consideration the
effect of the Share Subdivision). Thus, there were 860,980,000
Shares available for issue under the Share Option Scheme,
representing approximately 3.96% of issued Shares as at the date
of this report. Options comprising a total of 46,312,500 underlying
Shares had lapsed, and options comprising a total of 55,565,000
underlying Shares had been exercised as at 31 December 2016.
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Report of the Directors
EEEWRE

SHARE OPTION SCHEME (continued) i E
Details of movements of the share options granted under the Share  RIZIEREA B FTIR LERERARNEE R 2 &
Option Scheme for the Year were as follows: BT

Number of underlying Shares comprised in the share options

BRESRERRHEE
Exercise Weighted As at Granted Exercised Cancelled Lapsed As at
price average 1 January during during during during 31 December
Category Date of grant Exercise period per Share  closing price 2016 the Year the Year the Year the Year 2016
R i 23
Bl MEFY ZF-RE rEE KEE KEE KEE +Z8
£l RHAH s TR KfE -R-8 sk miTiE B nER =t+-H
HKS HK$
B BT
Directors
iz
Mr. Phang Yew Kiat 11 December 2014 11 December 2015 to 0.3628 - 50,000,000% - - - - 50,000,000
10 December 2024
ZRERE —2-pmE “F-a§t-A+-R%
TZA+-H “Z-mETZATH
11 December 2015 11 December 2016 to 0.674 - 25,000,000 - - - - 25,000,000
10 December 2025
—2-E1f “2-"¥t-At-B%
TZA+-H “E-REtZATH
8 November 2016 8 November 2017 to 0.98 - - 100,000,000 - - - 100,000,000
7 November 2026
2% —Z-t5+-AN\RE
+-ANA Z2ZRE+-AtH
Mr. Chng Swee Ho 11 December 2014 11 December 2015 to 0.3628 - 15,000,0002 - - - - 15,000,000
10 December 2024
ERREE it St} 3 ZE-RET-AT-HE
TZA+-H —E-ME+-A+A
11 December 2015 11 December 2016 to 0.674 - 15,000,000 - - - - 15,000,000
10 December 2025
—2-%F “2-"¥t-At-B%
TZA+-H ZZZRFTZATA
8 November 2016 8 November 2017 to 0.98 - - 10,000,0000 - - - 10,000,000
7 November 2026
E-RE —Z-t5+-AN\RE
+-ANA ZTZE+-AtA
Mr. Sheng Jia 11 December 2014 11 December 2015 to 0.3628 - 15,000,0002 - - - - 15,000,000
10 December 2024
BELE —2-pmE “E-RETCAT-HE
TZA+-8H “Z-mETZATH
11 December 2015 11 December 2016 to 0.674 - 15,000,000 - - - - 15,000,000
10 December 2025
—2-Ef “2-"¥t-At-B%
TZA+-H “E-RETZATH
8 November 2016 8 November 2017 to 0.98 - - 10,000,0000 - - - 10,000,000
7 November 2026
2% —Z-t5+-AN\RE
+-ANA ZEZREt-AER
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EFEHRE

. L =
SHARE OPTION SCHEME (continued) B EE (@)
Number of underlying Shares comprised in the share options
BRESRZERRHEE
Exercise Weighted As at Granted Exercised Cancelled Lapsed As at
price average 1 January during during during during 31 December
Category Date of grant Exercise period per Share  closing price 2016 the Year the Year the Year the Year 2016
S ZE3-RE
. SR WETY $-xE k&R KEE AR KEE 1A
£l RHAH T | KifE -A-H abh n{TiE B E3:¢ =t+-H
HKS HK$
BT BT
Mr. Li Gang 11 December 2014 11 December 2015 to 0.3628 - 10,000,000@ - - = - 10,000,000
10 December 2024
ZRI%E e SN2 —E-A5+t-At+-AZ
TZAt-H —Z-ME+-ATH
11 December 2015 11 December 2016 to 0.674 - 10,000,000 - - - - 10,000,000
10 December 2025
—T-nf “3-"¥t-At-B%
+=ZA+-8 —E-REt-AtA
8 November 2016 8 November 2017 to 0.98 - - 8,000,000© - - - 8,000,000
7 November 2026
ZE-1% “2-t§+-ANRE
+-ANA ZE2ZRE+-AtH
Mr. Wong Sai Hung 11 December 2014 11 December 2015 to 0.3628 - 10,000,000@ - - = - 10,000,000
10 December 2024
etk e Sl 3 —E-A5+t-At+-HZ
TZA+t-H —Z-ME+-ATH
11 December 2015 11 December 2016 to 0.674 - 10,000,000 - - - - 10,000,000
10 December 2025
—T-nf “3-~¥t-At-B%
+=ZA+-8 ZZZRFtZATH
8 November 2016 8 November 2017 to 0.98 - - 8,000,000© - - - 8,000,000
7 November 2026
5% “2—t§+-ANRE
+-ANA 2R E+-AtH
Ms. Zhou Youmeng 8 November 2016 8 November 2017 to 0.98 - - 8,000,000@ - - o 8,000,000
7 November 2026
BRERLT —E-1% ZI-t5+-AN\RE
+-ANA 2R F+-AtA
Mr. Ge Ming 11 December 2014 11 December 2015 to 0.3628 - 5,000,000% - - - - 5,000,000
10 December 2024
ERLL I Slif:3 “Z-nFt-A+-B%
+ZA+-H ZZ-mE+=A+A
11 December 2015 11 December 2016 to 0.674 - 7,400,000 - - - - 7,400,000
10 December 2025
I Siki3 2 ¥t-At-B%
TZA+-H “Z-R5tZA1H
12 December 2016 12 December 2017 to 0.786 - - 6,000,000" - - - 6,000,000
11 December 2026
ZZE ZEtEF-ATZHE
+-At+=R it Sy sl il
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Report of the Directors
EEEWRE

. LT
SHARE OPTION SCHEME (continued) B EE ()
Number of underlying Shares comprised in the share options
RS 52 AHRHNE
Exercise Weighted As at Granted Exercised Cancelled Lapsed As at
price average 1 January during during during during 31 December
Category Date of grant Exercise period per Share  closing price 2016 the Year the Year the Year the Year 2016
S ZB-RE
. SR WETY $-xE k&R KEE AR KEE 1A
£l RHAH s TR KifE -A-H sk m{TiE B E3:¢ =t-H
HKS HK$
B BT
Mr. Wang Wei 11 December 2014 11 December 2015 to 0.3628 - 5,000,000® - - = = 5,000,000
10 December 2024
THiEE e Sl 3 —E-A5+t-At+-HZ
TZA+t-H “R-mETZATA
11 December 2015 11 December 2016 to 0.674 - 7,400,000 - - - - 7,400,000
10 December 2025
—T-nf “Z-R¥t-At-B%
+ZR+-8 —E-REt-AtA
12 December 2016 12 December 2017 to 0.786 - - 6,000,000 - - - 6,000,000
11 December 2026
It SN2 “2-t#t-AtZB%
+zB+=H ZEZRFTZAT-R
Dr. Ou Minggang 11 December 2015 11 December 2016 to 0.674 - 7,400,000 - - - - 7,400,000
10 December 2025
BEHRIEL —T-nf —E- 5+t-At+-HZ
TZA+t-H “R-REtZATH
12 December 2016 12 December 2017 to 0.786 - - 6,000,000" - - - 6,000,000
11 December 2026
I Sy:3 “E-t#t-A+t-R%
+-Bt=RH ZEZRFtTZA+-R
Dr. Yin Zhongli 11 December 2015 11 December 2016 to 0.674 - 7,400,000 - - - - 7,400,000
; 10 December 2025
FouEt —E-1F —F-AF+-A+-AZ
TZA+-H “Z-R§tZA1H
12 December 2016 12 December 2017 to 0.786 - - 6,000,000" - - - 6,000,000
11 December 2026
ZZE ZEt+EF-ATZHE
+-A+=8 “R-RETZAT-R
214,600,000 168,000,000 - - - 382,600,000
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Report of the Directors
EFEHRE

. L)
SHARE OPTION SCHEME (continued) B EE (a)
Number of underlying Shares comprised in the share options
BB 52 AHRHNE
Exercise Weighted As at Granted Exercised Cancelled Lapsed As at
price average 1 January during during during during 31 December
Category Date of grant Exercise period per Share  closing price 2016 the Year the Year the Year the Year 2016
S Z53-RE
. SR WETY $-xE k&R K6E AR KEE 1A
£l RHAH s TR KifE -A-H sk m{TiE B E3:¢ =t-H
HKS HK$
A 7
Employees 11 December 2014 11 December 2015 to 0.3628 0.8961  163,500,000% - (18,170,000) - (27,500,0000 117,830,000
(in aggregate) 10 December 2024
&S (85) ke S} 3 “F-A§+t-A+-AZ
TZA+-H “R-METZATA
8 June 2015 8 June 2016 to 0.426 0.9081 175,250,000 - (26,995,000 - (128125000 135,442,500
7 June 2025
“Z-RF “2-"ExAN\BE
~ANA /AR
11 December 2015 11 December 2016 to 0.674 - 90,000,000 - - - (5,000,0000 85,000,000
10 December 2025
“E2-Rf “2-"¥t-At-B%
TZA+-H ZZ-R%tZA1H
5 July 2016 5 July 2017 to 0.698 - - 113,000,000 - - (1,000,0000 112,000,000
4 July 2026
IERE Z-+5+tREAZE
tALR S EtAMA
12 December 2016 12 December 2017 to 0.786 - - 43,500,000M - - - 43,500,000
11 December 2026
I Sy:3 “3-t#t-A+t-R%
+-A+=8 ZEZRFTZA+-R
428,750,000 156,500,000  (45,165,000) - (46,312,500) 493,772,500
Consultants 11 December 2014 11 December 2015 to 0.3628 0.9019 657,500,000 - (10,400,000) - - 647,100,000
BB 10 December 2024
“Z-mF “E-RE+ZA+-HE
TZA+-H “R-mEtZA+A
11 December 2015 11 December 2016 to 0.674 - 270,000,000 - - - - 270,000,000
10 December 2025
—T-Rf ZE-AETZA+-HE
TZA+-H —E-RE+-A+A
5 July 2016 5 July 2017 to 0.698 - - 575,000,0009 - - - 575,000,000
4 July 2026
Z2RE “Z-t5tARAZE
tARA ZRoRECARA
12 December 2016 12 December 2017 to 0.786 - - 200,000,0007 - - - 200,000,000
11 December 2026
ITRE “T—tEt-ATZB%
+=B+=H 2= FtZAT-H
927,500,000 775,000,000  (10,400,000) - - 1,692,100,000
Total 1,5670,850,000 1,099,500,000  (55,565,000) - (46,312,500) 2,568,472,500
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Report of the Directors

SHARE OPTION SCHEME (continued)

Notes:

Q)

@

The vesting period of the share options is from the date of grant until
the commencement of the exercise period.

The share options are exercisable according to the following vesting
schedule:

(i) one-fourth of the share options shall vest on 10 December

2015;

(i one-fourth of the share options shall vest on 10 December
2016;

(i) one-fourth of the share options shall vest on 10 December
2017; and

(iv)  one-fourth of the share options shall vest on 10 December
2018.

The closing price of the ordinary shares of HK$0.1 each immediately
before the date on which the share options were granted was HK$1.79
per share (equivalent to HK$0.358 per Share).

The share options are exercisable according to the following vesting
schedule:

(i) one-fourth of the share options shall vest on 7 June 2016;
(i) one-fourth of the share options shall vest on 7 June 2017;
(i) one-fourth of the share options shall vest on 7 June 2018; and

(iv)  one-fourth of the share options shall vest on 7 June 2019.

The closing price of the ordinary shares of HK$0.1 each immediately
before the date on which the share options were granted was HK$2.13
per share (equivalent to HK$0.426 per Share).

The share options are exercisable according to the following vesting
schedule:

(i) 40% of the share options shall vest on 10 December 2016;

(i) 30% of the share options shall vest on 10 December 2017; and

(i) 30% of the share options shall vest on 10 December 2018.

The closing price of the ordinary shares of HK$0.1 each immediately
before the date on which the share options were granted was HK$3.43
per share (equivalent to HK$0.686 per Share).

EEEHE

i E
Wi :

(1) BREZEEHHRLAMETESTEAFG
1Ee

@  HEBRETRE TR BRI
) BBREZMNHZ —BR-FT-EFT_A
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() WREZMHZ —ER-B-AETA
TRRS:

(i) WREZEHZ BR=F—+F+=A
TRRB K&

) BBREZNSZ—BR-Z—NFE+=A
+ERE-

SRAECAB T2 EERREEERERTA
HRT 2 W E A ER1.79% T (EEREIRRG
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BEREEIBS T2 ETBERANEZEERERTA
R 2 W B AER213B T (BERERKN
0.42687T) °
@) ZEBREARETISEBRERITE:
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(i) EBREZI0%HN_ZE—tF+-A+AH
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Report of the Directors
EFEHRE

SHARE OPTION SCHEME (continued)

Notes: (Continued)

®)

The share options are exercisable according to the following vesting
schedule:

(i) 40% of the share options shall vest on 4 July 2017;

(i) 30% of the share options shall vest on 4 July 2018; and

(i)~ 30% of the share options shall vest on 4 July 2019.

The closing price of the ordinary shares of HK$0.1 each immediately
before the date on which the share options were granted was HK$3.04
per share (equivalent to HK$0.61 per Share).

The share options are exercisable according to the following vesting
schedule:

(i) 40% of the share options shall vest on 7 November 2017;

(i) 30% of the share options shall vest on 7 November 2018; and

(i)~ 30% of the share options shall vest on 7 November 2019.

The closing price of the Shares immediately before the date on which

the share options were granted was HK$0.97 per Share.

The share options are exercisable according to the following vesting
schedule:

(i) 40% of the share options shall vest on 11 December 2017;
(i) 30% of the share options shall vest on 11 December 2018; and
(i)~ 30% of the share options shall vest on 11 December 2019.

The closing price of the Shares immediately before the date on which
the share options were granted was HK$0.76 per Share.
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Report of the Directors

SHARE OPTION SCHEME (continued)

Please refer to note 49 to the consolidated financial statements for
details of the fair value of share options granted in 2016.

The fair value of share options granted to the Directors and
employees were calculated using the Black-Scholes option pricing
model. The inputs into the model were as follows:

EEEHE

i EE (@

BER T A"FERLBREATFEZHE
F2RHEE M RRMEE49 o

BTESRREEZBEREZATFEDNERESN
R-ATRAHEEERAFE - AZRAZH
B

11 December 8 June 11 December 5 July 8 November 12 December
2014 2015 2015 2016 2016 2016
—E-mE Z5-1% ZE-1f —E-Rf ZE-R%E ZE-R%E
+ZA+-H ~ANA +ZA+-H tREA +-ANR +ZA+ZH

Inputs into the model BAZEAZHE
Exercise price * hd HK$0.362875 ¢ HK$0.42678 7T HK$0.67475 7T HK$0.69875 7 HK$0.9878 7¢ HK$0.78678 7T
Expected volatility FHR R 41.71%-42.35% 44.56%-49.47% 48.48%-50.96% 36.00% 38.6%-52.79% 44.32%-53.52%
Expected life T H 2-5 years 2-5 years 2-4 years® 2.5-10 years 10 years 10 yearsF
Expected dividend yield BHRE KR 0.676% 0.219% 0.287% 0.264% 0.164% 0.215%
Risk-free rate ERERF X 0.43%-1.237% 0.48%-1.31%  0.404%-0.895% 0.42%-0.93% 1.12% 1.57%

The expected volatility of the share options granted under the Share
Option Scheme was determined by using the historical volatility
of the share price of comparable companies and the Company
respectively. The expected life used in the model has been adjusted,
based on management’s best estimate, for the effects of non-
transferability, exercise restrictions and behavioral considerations.

The fair values of share options granted to consultants were
measured at the fair value of the services received. With regard to the
subjectivity and uncertainty of the values of the share options, such
values are subject to a number of assumptions and the limitation of
the model.

The Group recognised total expenses of approximately
RMB109,986,000 for the Year (2015: RMB43,999,000) in relation to
share options granted by the Company.

Further particulars of the Share Option Scheme are set out in Note
49 to the consolidated financial statements.

L restated as a result of share subdivision effective on 19 September
2016.

RIBERE IR 2 BRI Z TR IE T2 5
RAAELRARRARE ZREZBEREMN
BE ZBRAMKACERFHOREEEREL
REBFRATERE TERHRTAREZLZ
FEELRAE-

RYBERBRE A FEDREBBRE 2 2
FEFE-RBREEEZ TBERTREELEM
5 ABEEAXETRRMELRFIAFZE -

AEBRAFERARRE N 2 BRERRMAX
EEREH AR H100,086,0000 (ZE—FF: AR
#43,9099,0007T ) °

BREE 2 E—PHBEANGEE VBRI T
49 -

# AR ZZ—RFENA+IBERZ B4R A
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Report of the Directors
EFEHRE

DIRECTORS’ RIGHT TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed above, at no time during the Year did the Directors
and the chief executive of the Company (including their respective
spouses and children under 18 years of age) have any interest in,
or were granted, any rights to subscribe for shares (or warrants or
debentures, if applicable) of the Company and/or its associated
corporations (within the meaning of the SFO). In addition, none of
them exercised any such rights during the Year.

Save as disclosed above, at no time during the Year was the
Company or any of its subsidiaries, associated companies, fellow
subsidiaries or holding companies a party to any arrangements to
enable the Directors or the chief executive of the Company to hold
any interests or short positions in the shares or underlying shares in,
or debentures of, the Company and/or its associated corporations
(within the meaning of the SFO).
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Report of the Directors

STRUCTURE CONTRACTS

Shanghai Yintong Dian Dang Company
Limited* ( LiGREBEHLEFRLF)
(“Shanghai Yintong”)

Shanghai Yintong recorded revenue and a net profit of
RMB2,097,000 and RMB118,800, respectively, for the Year
(for the year ended 31 December 2015: revenue and a net
loss of RMB129,000 and RMB1,753,000, respectively). As
at 31 December 2016, the total assets and net assets of
Shanghai Yintong were RMB44,534,000 and RMB44,390,000,
respectively (as at 31 December 2015: RMB43,455,000 and
RMB44,272,000, respectively).

On 11 June 2003, Shanghai Yintong, a limited liability company
established in the PRC, entered into the structure contracts
(the “Structure Contracts”) with Lucky Target Property
Consultants (Shanghai) Company Limited (& U4 ) 3 &8 5
(E/8)ABR2A8) (“Lucky Consultants”), a limited liability
company established in the PRC and an indirectly wholly-
owned subsidiary of the Company and its equity holders,
namely, Shanghai Jinhan Investment Development Limited ( -
BRBREZEREABRAAE) (“‘Jnhan Investment”), a limited
liability company established in the PRC and Xinrong Asset
Management Limited (¥t E EE B B R 2 A) (Xinrong
Asset”), a limited liability company established in the PRC,
pursuant to which all the business activities of Shanghai
Yintong are managed by Lucky Consultants and all economic
benefits and risks arising from the business of Shanghai
Yintong are transferred to Lucky Consultants.

EEEHE
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Report of the Directors
EFEHRE

STRUCTURE CONTRACTS (continued)

1.

Shanghai Yintong Dian Dang Company
Limited* ( LiGSRBEALEFRLA)
(“Shanghai Yintong”) (Continued)

The following is a summary of the principal terms of the
Structure Contracts:

(1)

2

Management Agreement

On 25 February 2010, Jinhan Investment, Xinrong
Asset, Shanghai Yintong and Lucky Consultants entered
into a management agreement (the “Management
Agreement”), pursuant to which Lucky Consultants
agreed to manage and operate the business, including
pawn loan and entrusted loans, of Shanghai Yintong.
Under the Management Agreement, Lucky Consultants
is responsible for the management and operation of
Shanghai Yintong.

Under the Management Agreement, Lucky Consultants
shall assume all economic benefits and risks arising
from the business of Shanghai Yintong. The revenue
of Shanghai Yintong, after deducting all relevant costs
and expenses (including taxes) shall be paid to Lucky
Consultants after the financial statements of Shanghai
Yintong have been audited.

The term of the Management Agreement is 10 years
commencing on 25 February 2010, and renewable at the
request of Lucky Consultants.

Pledge Agreement

On 25 February 2010, Jinhan Investment, Xinrong Asset,
Shanghai Yintong and Lucky Consultants entered into a
pledge agreement (the “Pledge Agreement”), pursuant
to which Jinhan Investment and Xinrong Asset granted
to Lucky Consultants a continuing first priority security
interest over their respective equity interests in the
registered capital of Shanghai Yintong (the “Pledged
Securities”). The Pledged Securities represent the entire
equity interests in the registered capital of Shanghai
Yintong, and the entering into of the Pledge Agreement
secures due performance of the contractual obligations
by Jinhan Investment, Xinrong Asset and Shanghai
Yintong under the Structure Contracts.
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STRUCTURE CONTRACTS (continued)

1.

Report of the Directors
EEEWRE

BEEL @

Shanghai Yintong Dian Dang Company 1. LBRBAEFRLA ([ LiBR
Limited* ( LiGSREBEALEFRLA) Al o

(“Shanghai Yintong”) (Continued)

(2) Pledge Agreement (Continued) 2) E#HlG# &

The Pledge Agreement is for a term commencing on 25
February 2010 and ending on the date of termination of
the Management Agreement.

The pawn loan business currently engaged by Shanghai
Yintong is regulated by, amongst others, the Pawning
Measures. In accordance with applicable PRC law and
regulations, an application for the establishment of a
new pawnshop must be submitted to local commerce
authorities and thereafter must undergo examination and
approval by provincial level commerce authorities and
finally the Ministry of Commerce (the “MOFCOM”) before
the MOFCOM can issue the requisite Pawn Operations
Business Licence. Further, a transfer (or accumulated
transfers) to a third party of more than 50% of the equity
interests in a pawnshop must receive approval from the
provincial level commerce authorities and thereafter must
undergo examination and approval by the MOFCOM.
However, as at 31 December 2015, no relevant rules
and regulations had been announced by the PRC
governmental authorities regulating this sector. Approval
for investment in pawn business by foreign invested
companies in the PRC falls under an administrative
act, which means that if there are no established laws
governing the investment by foreign invested companies
in pawn business, no approval can be granted and no
licence can be issued to a foreign invested company.

In addition to the above regulatory issue, the reasons for
adopting the Structure Contracts together with the risks
associated with them are disclosed in the prospectus
of the Company dated 15 November 2010. There were
no material changes to the Structure Contracts and/or
the circumstances under which they were adopted, nor
was there any unwinding of them or of a failure to do the
same due to the restrictions that led to their adoption
being removed.
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Report of the Directors
EFEHRE

STRUCTURE CONTRACTS (continued)

2.

Beijing Phoenix Credit Management
Corporation* (It ZEEEHEEFRLE)
(“Beijing Phoenix”)

For the Year, Beijing Phoenix recorded revenue of
RMB74,665,000 and a net profit of RMB23,595,000,
respectively (for the year ended 31 December 2015:
RMB33,245,000 and RMB5,889,000, respectively). As
at 31 December 2016, the total assets and net assets of
Beijing Phoenix were RMB87,238,000 and RMB78,162,000,
respectively (as at 31 December 2015: RMB59,520,000 and
RMB54,567,000, respectively).

On 11 August 2014, Wanjun Hangzhou Venture Capital
Management Company Limited (“Wanjun Hangzhou”), a
wholly-owned subsidiary of the Company, entered into an
acquisition agreement to acquire all the equity interests in
Beijing Phoenix through structured contracts at a consideration
of RMB50.0 million. The transaction was completed on 28
January 2015.

On 3 March 2016, the structured contracts signed between
Beijing Phoenix and Wanjun Hangzhou were desolved. On the
same date, new structured contracts were signed between
Beijing Phoenix and 3t RIZBIS KA ABR AR ([HERES])
with the same terms and conditions.

The principal business of Beijing Phoenix is engaged in
operating an online P2P lending business, which concentrates
on financial assets, via a website (www.9888.cn & & T %)
under the brand name of Financial Workshop/< &t T35 .

The existing shareholder of Beijing Phoenix is a nominee which
holds 100% of its registered capital.

(1) Exclusive Option Agreement

The nominee has irrevocably agreed, to the extent
permitted under the laws of the PRC, to transfer to it
{2 &l or any persons(s) designated by 1t R{EA| at
any time and from time to time, all or part of its equity
interests in Beijing Phoenix, or all or part of the assets of
Beijing Phoenix.
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Report of the Directors

STRUCTURE CONTRACTS (continued)

2. Beijing Phoenix Credit Management
Corporation* (It ZEEEHEEFRLE)
(“Beijing Phoenix”) (Continued)

(1)

2

Exclusive Option Agreement (Continued)

1t R1EAI may exercise its rights under the Exclusive
Option Agreement at any time and in any manner at
its sole discretion as permitted under the laws of the
PRC. The exercise price of each of the rights under
the paragraph above shall be RMB1 or the lowest
price permitted under the laws of the PRC, subject to
any other price as required by the PRC governmental
authorities.

The nominee undertook that, among other things, it
will not () amend the articles of association of Beijing
Phoenix; (i) increase or decrease the registered capital
of Beijing Phoenix; (iii) transfer, mortgage, create any
security interest or third party rights in its equity interests
in Beijing Phoenix (save for the pledge under the Equity
Pledge Agreement set out in paragraph (3) below); or (iv)
appoint or remove any directors of Beijing Phoenix.

Exclusive Consultancy and Services
Agreement

Beijing Phoenix has engaged it ={Z &l on an exclusive
basis to provide consultancy services in connection with
the business of Beijing Phoenix, including technology
research and development, technology support,
technology consultation, technology training and other
related management and corporate consultation services.

In consideration of the provision of consultancy services,
Beijing Phoenix will pay 1t ®{& &l a monthly service fee
equivalent to 100% of the monthly net income of Beijing
Phoenix. During the term of the Exclusive Consultancy
and Services Agreement, 1t R{Z &l shall have the right
to adjust the service fees at its sole discretion without the
consent of Beijing Phoenix.
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Report of the Directors

EETHRE

STRUCTURE CONTRACTS (continued)

2. Beijing Phoenix Credit Management
Corporation* (It ZEEEHEEFRLE)
(“Beijing Phoenix”) (Continued)

111

3

4

Equity Pledge Agreement

The nominee(s) has/have agreed to pledge all equity
interests in Beijing Phoenix held by the nominee(s)
(including present registered capital and its rights
and benefits and any future registered capital and its
rights and benefits acquired or held by the nominee(s)
subsequent to the date of the Equity Pledge Agreement)
to 4L = 1E All, as continuing first priority collateral security
for the performance of all payment obligations of the
nominee(s) (including but not limited to those under the
Exclusive Consultancy and Services Agreement as set
out in paragraph (2) above and relevant interests, costs
and expenses).

Business Cooperation Agreement

it =12 &l and Beijing Phoenix have established a
cooperation committee (the “Cooperation Committee”),
and its composition and the appointment procedure
of the committee chairman and members shall be
the same as those of the Board. The functions of the
Cooperation Committee include (1) supervision of daily
business operation of Beijing Phoenix; (2) confirming and
adjusting the service fees payable by Beijing Phoenix to
1t = 1Z & under the Exclusive Consultancy and Services
Agreement; (3) supervision of the execution of the
Business Cooperation Agreement and the Exclusive
Consultancy and Services Agreement as set out in
paragraph (2) above; and (4) formulating and making
recommendations on principal and strategic operation
issues of the business of Beijing Phoenix and 1t (& &l
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Report of the Directors

STRUCTURE CONTRACTS (continued)

2. Beijing Phoenix Credit Management
Corporation* (It ZEEEHEEFRLE)
(“Beijing Phoenix”) (Continued)

(5) Power of Attorney

The nominee(s) has/have, among other things,
irrevocably authorised 3t R{Z &l or any members of
the board of directors of 1t Z{Z&I and its respective
successors or liquidators to act on its behalf all matters in
relation to its equity interests in Beijing Phoenix, including
attending shareholders’ meeting, signing minutes of
shareholders’ meeting and shareholders’ resolutions,
exercising its full shareholder’s rights under the articles of
association of Beijing Phoenix and applicable PRC laws
and regulations, including but not limited to shareholders’
voting right, the right to sell, transfer, pledge or otherwise
dispose of all or part of rights relating to its equity interest
in Beijing Phoenix, appointing the legal representative,
chairman, director, supervisor, managing director and
other senior management of Beijing Phoenix, filing
documents with the relevant companies registry and
exercising the right to appropriate, use or otherwise
dispose of the dividends declared by Beijing Phoenix.

There were no material changes to the structured contracts
and/or the circumstances under which they were adopted, nor
was there any unwinding of them or of a failure to do the same
due to the restrictions that led to their adoption being removed.
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Report of the Directors
EFEHRE

STRUCTURE CONTRACTS (continued)

2.

Beijing Phoenix Credit Management
Corporation* (It ZEEEHEEFRLE)
(“Beijing Phoenix”) (Continued)

Apart from foreign ownership restrictions, the structured
contracts also relate to internet content provision (ICP)
licences. The Company understands that it will be subject
to more stringent requirements or additional requirements
imposed by the Ministry of Industry and Information Technology
of the PRC or its local counterparts (the “Relevant Authority”)
as compared to domestic enterprises in the PRC. As
compared to domestic enterprises in the PRC, the Relevant
Authority will require more information, documents and other
proof from an applicant which is a foreign-owned enterprise
in various aspects, such as the identity and nationality of
its ultimate individual shareholders, its prior experience in
operating value-added telecommunications businesses and
a proven track record of its overseas business operations
(collectively, the “Additional Information”). No criteria, standard,
guidance or interpretation documents have been published
by the Relevant Authority on how the Additional Information
will be assessed, whether in qualitative or quantitative aspect,
and on the extent or form of requirements of the Additional
Information.

Due to the lack of clarity on how the requirements in respect
of the Additional Information can be satisfied, an applicant
like the Company will be unable to follow such requirements
when applying for an ICP licence to the Relevant Authority,
and hence, there will be a prolonged process of application
with unknown results. Hence, there exists great difficulty and
uncertainty for the foreign-owned enterprises to apply for an
ICP licence from the Relevant Authority in the PRC. Taking into
account the above points, in order not to interrupt the daily
operations of Beijing Phoenix, the Group had to adopt the
structured contracts to own all the equity interests of Beijing
Phoenix.

In addition to the above regulatory point, the reasons for using
the structured contracts together with the risks associated with
them as well as the actions taken by the Group to mitigate
such risks were disclosed in the Company’s announcements
dated 11 August and 20 October 2014.

For detailed information relating to the reasons for using
structured contracts, risk associated and action taken
by the Company to mitigate the risks, please refer to the
announcement issued by the Company on 12 August 2014.

1 1 3 CREDIT CHINA FINTECH HOLDINGS LIMITED ¢ ANNUAL REPORT 2016

BEESE @)

2.

LtFZBERGEHEEGRAR ([1k
mEER]) (@

BRONERBRERSIN SEBIES QIR R
BARRERFAIERH - ARRHBEAR
B TS SACE S E 7 0 S (148
BAE ) ez BP BB R EEBRRRE
HEIMREPTARR - AP BEE AR ELE
HERERN S TEREINECEZHE

BXRELZER XHEREMER fINE K
REABRRZ S0 EERE LREERZEE
EBERGERREBINERLE 2R
ErERCER (8 [RINER]) - HEE KRS
B ARHERINER (TR EEHH
ETH) RREBEINERRE 2 RE LA
BATM R 1R IR DI R o

HRERZ A A TS BREBINEMZRELZ
BWE - BB A (ART) BEERFER
HARFLREAT R IERERZS
RE Rt AFEBESATRAGZRRRE
HEE Bt SNERER P B AR B
FHMEATRUAITEFEEARE RS
BEM Ktk Ll &E ST EILRE
BzRF2E AEEARREBESDON
BEILRBERZ 20 MRE-

BrLmEENEIN EREREEHNZIER
i [m] B 1R 75 B 2 JR g A B 7N 5= [ P R ERURL
ERBERARZITHNHRENRARARBRS -
T-MOFENA+T—HEtAZ+RBZASE
o

BERERERMEAHNZER HERREAN
REFTRBURERR 2 TT8 2 HAER - 5
SHRRFTR_T-HFNAZTEREZ

INE



Report of the Directors

STRUCTURE CONTRACTS (continued)

3.

UCF Pay Limited* (& {FHRAA)
(“UCF Pay”) (Formerly named as Dalian
UCF Business Services Co., Limited* X &
SEMBRBERLA)

For the Year, UCF Pay recorded revenue and a net profit of
RMB203,185,500 and RMB122,001,000, respectively (for
the year ended 31 December 2015: RMB140,070,000 and
RMB83,638,000, respectively). As at 31 December 2016, the
total assets and net assets of UCF pay were RMB591,146,000
and RMB340,296,000 respectively (as at 31 December 2015:
RMB1,091,163,000 and RMB218,295,000 respectively).

In October 2013, the Group entered into structured contracts
with Bt & 812 &£ E AR A 7 (United Venture Guarantee Group
Co. Ltd.*), a company established in the PRC with limited
liability and 98.17% indirectly owned by Mr. Zhang (“UVG
Group”), and BBt Ea R NEEREBRE (LR)ERA
7] (Guorong United SME Investment Consultancy (Beijing)
Co. Ltd.*), a company established in the PRC with limited
liability and owned by an independent third party (“Guorong
Investment”). The structured contracts relate to the effective
control over and the rights to enjoy the economic benefits in
and/or assets of UCF Pay which is principally engaged in the
provision of online third party payment services and prepaid
card issuance business in the PRC and which has a third party
payment licence issued by the People’s Bank of China. Online
payment profit is primarily obtained from transaction fee and
interest income from reserve fund accounts.

%o
3.

EEEHE

BEE )

FEIHARRAE ([FKEXT])
(IBXELEERAHRBFERA
)

RAFE  ERIAEERA RGNS B A
AR #203,185,5007T & A R #122,001,000
T(BHEZZ—RAF+ZA=+—HLHF
E:5 5B AR140,070,000t X AR
#83,638,0007T) M —_E—RFE+ A
=t+—H ABINZEELBEREETF
BBl A ARE591,146,0007T & A R
340,296,000t (R=Z—RAF+-_A=+—
B : 9 3lA ARE1,091,163,0007T K& A R #E
218,295,0007T ) °

R-ZE—=F+7 ~EEDHIEKS A%
SEERQA (—HRFEKIZZERRA
WHREERMBERBIBATRER) ([BE
AIEEE]RERBEAT/ NEEREBR
(AR ERAT (—ERHPBEKRIZIZERA
RYHR—2BILE=%F) ([ERRE])
RINRBEH ZERBAOTIAT L
SN (REERTEREREPLE=TX
HR%REN RETREAERFETEARR
TTRBEZF =T XMNER) 2ERIEHER
FHREEENRR AEEEZEMN B L
XNFBEEERERSHERFERBESKROF
BUHA -

£m2016. pEESREERERAa 114



Report of the Directors
EFEHRE

STRUCTURE CONTRACTS (continued)

3.

UCF Pay Limited* (& {FHRAA)
(“UCF Pay”) (Formerly named as Dalian
UCF Business Services Co., Limited* X &
AEEMBRBERL EJ) (Continued)

The Group is not able to acquire the equity interests in UCF
Pay because foreign invested enterprises in the PRC are not
granted approval and licences to engage in online payment
services. The structured contracts include an exclusive
management and operation contract, an exclusive call option
contract, a shareholders’ entrustment contract and an equity
pledge contract, together with powers of attorney ancillary to
such agreements (collectively, the “Control Contracts”). Taken
as a whole, the Control Contracts allow the Group to effectively
control UCF Pay and, therefore, recognise and receive
substantially all of the economic benefits of the business and
operations of UCF Pay. The following is a summary of the
principal terms of the Control Contracts:

(@ UCF Pay has agreed to (i) engage the Group to
provide exclusive and comprehensive management
and operation services to UCF Pay; and (i) pay an
annual management service fee to the Group equal to
the revenue generated by UCF Pay after deducting all
relevant costs and expenses (including taxes), losses and
related reserve funds;
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Report of the Directors

STRUCTURE CONTRACTS (continued)

3. UCF Pay Limited* (X #Z{FHRAA)
(“UCF Pay”) (Formerly named as Dalian
UCF Business Services Co., Limited* X &
ﬁ%ﬁﬁﬁﬂﬁﬁﬁ BEQ EJ) (Continued)

(b)

UVG Group and Guorong Investment () have granted
the Group the exclusive right to acquire any or all the
equity interests in UCF Pay at the lowest price as and
when permitted under the relevant PRC laws and
regulations on the condition that such acquisition shall
be in compliance with relevant PRC laws and regulations;
(i) have pledged all their equity interests in UCF Pay to
the Group for the purpose of securing the performance
of their and UCF Pay’s respective contractual obligations
under the Control Contracts; and (ii) have entrusted
the Group or its designated party to exercise all their
respective rights as shareholders of UCF Pay, including
but not limited to the rights to vote in a shareholders’
meeting, sign shareholders’ resolutions and file
documents with the relevant registration authority and
the rights to receive the remaining assets of UCF Pay
upon the winding-up of UCF Pay. The Control Contracts
shall be legally binding on the successors of UVG Group
and Guorong Investment in the event of any change in
their holding of the “equity interest of UCF Pay due to
bankruptcy, winding-up, termination of operation or any
other reason”; and

in case of a dispute in relation to the Control Contracts,
the parties to the Control Contracts shall negotiate in
good faith to resolve the dispute. If the dispute cannot be
settled through negotiation within 45 days, any party may
refer the dispute to the Dalian Arbitration Commission in
the PRC for an arbitration award which shall be final and
binding on the parties concerned. In addition, pursuant to
the terms of the Control Contracts, the Dalian Arbitration
Commission has the power to effect actions or arbitral
awards on any shares, assets or business of UCF Pay,
including the grant of compensation orders, restraining
orders or winding up order. Such arbitration awards will
be enforced by the People’s Courts of the PRC with
jurisdiction.
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Report of the Directors
EFEHRE

STRUCTURE CONTRACTS (continued)

3.

UCF Pay Limited* (& {FHRAA)
(“UCF Pay”) (Formerly named as Dalian
UCF Business Services Co., Limited* X &
AEEMBRBERL EJ) (Continued)

The Control Contracts are valid for a term of ten years
commencing on 21 November 2013 and may be extended
for such further ten-year period as may be requested by the
Group. The Group is entitled to effect the early termination
of the Control Contracts at its own discretion. Neither UCF
Pay nor its shareholders may vary or terminate the Control
Contracts. There were no material changes to the Control
Contracts and/or the circumstances under which they were
adopted, nor was there any unwinding of them or of a failure
to do the same due to the restrictions that led to their adoption
being removed. The Group intends to unwind the Control
Contracts arrangement and directly hold the equity interests
of UCF Pay when the relevant restrictions no longer exist. For
further details, including the risks associated with the Control
Contracts as well as the actions taken by the Group to mitigate
such risks, please refer to the Company’s announcement
dated 9 October 2013.

For detailed information relating to the reasons for using
structured contracts, risk associated and action taken
by the Company to mitigate the risks, please refer to the
announcement issued by the Company on 10 October 2013.

* For identification purpose only

1 1 7 CREDIT CHINA FINTECH HOLDINGS LIMITED ¢ ANNUAL REPORT 2016

%o
3.

BEE )

SELZFERAAE ([FEEZFT])
(A KRELEEFRFERLS
al) (@)

ZHEARNERAE T —=F1+—A
- REFAHTF YARAKENE
RANMNERTF - AEEARPBRIRL
EHIEA R - BRI NREBRRG T EER
SR IEEFIEER RIS R R HRE
RAZBRALBERES)  ZFEHEAR
TR B R IR S R 8 BUR IR A R 51 B Z BR 51
MABEHRZSIEH RS - AREERNE
FARR B N TR - SRR EHIES R 8
VERRFB BN ZBE - BRE— P
15 (BREESEE RMERZ AR L ANEE
PRERBAREZ ERR 2 1) F2HAR
ARBAR-_ZE—=FtANBZRE-

ERERABEEHN 2Eh  HERREAR
REIFTRBURERR 2178 2 HAER 5
SEARRARZE—=ZF+A+EAEZA

o

Y EHRES



Report of the Directors

STRUCTURE CONTRACTS (continued)

4.

Shenzhen Qiyuan Tianxia Technology
Company Limited* (iRIJIFEIE X TR FIR
~8l) (“Qiyuan”)

For the Year, Qiyuan recorded revenue and a net profit of
RMB89,189,000 and RMB62,891,000, respectively (for
the year ended 31 December 2015: Nil for both). As at 31
December 2016, the total assets and the net assets of Qiyuan
were RMB146,207,000 and RMB68,106,000 respectively (as
at 31 December 2015: Nil for both).

On 21 April 2016, Amazing Express Development Limited
(the “Investor”), a wholly-owned subsidiary of the Company,
entered into an acquisition agreement with Mr. Wong Zheng
(the “Seller”) to acquire a 51% equity interest in Qiyuan which
includes Y& & R —EHEBBR A (Shenzhen Wanhezhongyi
Technology Company Limited*) (the “WFOE”) through
structured contracts at a consideration of RMB55.0 million,
which was satisfied by cash and a contingent consideration
by the issue of shares of HK$0.1 each (HK$0.02 each after
the effect of the Share Subdivision on 19 September 2016).
The transaction was completed on 21 April 2016. Qiyuan is
engaged in the provision of mobile gaming service.

The existing shareholders of Qiyuan includes one nominee
shareholder (the “Nominee Shareholder”), who is nominated by
the Investor and holds 51% of Qiyuan’s registered capital. The
Nominee Shareholder is a member of the senior management
of the Company and is a third party independent of the
Company, the Investor and their respective connected persons
(as defined in the GEM Listing Rules).
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Report of the Directors
EFEHRE

STRUCTURE CONTRACTS (continued)

4. Shenzhen Qiyuan Tianxia Technology
Company Limited* (iRIJIFEIE X TR FIR
~a) (“Qiyuan”) (Continued)

(1)

2

Exclusive Option Agreement

The Seller and the Nominee Shareholder irrevocably
agree, to the extent permitted under the laws of the PRC,
to transfer to the WFOE or any persons(s) designated by
the WFOE at any time all or part of their equity interests in
Qiyuan.

The WFOE may exercise its rights as stated in the
paragraph above at any time at its sole discretion as
permitted under the laws of the PRC. The exercise price
of each of the rights under the paragraph above shall be
the nominal price, subject to other price requirements
(if any) as may be imposed or required by relevant PRC
governmental authorities or law, in any case being the
lowest possible price permissible.

The Seller and the Nominee Shareholder undertake that,
among other things, they will not (i) amend the articles
of association of Qiyuan; (i) increase or decrease the
registered capital of Qiyuan; (i) sell, transfer, mortgage
or create any security interest or third party rights in their
equity interests in Qiyuan; or (iv) approve any merger
or acquisition activities of Qiyuan without prior written
permission of the WFOE.

Exclusive Business Cooperation
Agreement

Qiyuan has agreed to engage the WFOE on an exclusive
basis to provide services in connection with the business
of Qiyuan, such as business assistance, technical
services, consulting services etc. Qiyuan has further
agreed not to, and agreed to procure that its subsidiaries
will not, without the WFOE’s prior written consent,
participate, be interested, engage, acquire or hold any
business which competes directly or indirectly with the
WFOE in the PRC. In exchange, Qiyuan will pay the
WFOE service fee, on a yearly basis, equivalent to all of
its income and economic interests following deduction of
any necessary costs, expenses, taxation and mandatory
social insurance and housing funds etc., which are
determined by the WFOE.
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STRUCTURE CONTRACTS (continued)

4. Shenzhen Qiyuan Tianxia Technology
Company Limited* CGRIIFEFE X TR FZFIR

~A) (“Qiyuan”) (Continued)
(3) Equity Pledge Agreements

Report of the Directors
EEEWRE

BEEL @

4. FYNLBBEXTREFRAA
(M#EE])

(3) REZHIG#

The Seller has agreed to pledge all equity interests in
Qiyuan held by him, being 49% of all the equity interests
in Qiyuan (including all present and future rights and
benefits derived from such equity interests and any
additional interests in Qiyuan acquired by him subsequent
to the date of the Seller's Equity Pledge Agreement) to
the WFOE, as continuing first priority collateral security
for the performance of all payment obligations of Qiyuan
(including but not limited to those under the Exclusive
Business Cooperation Agreement as stated in paragraph
(2) above and relevant interests, costs and expenses).

The Nominee Shareholder, as another registered
shareholder of Qiyuan holding 51% of all the equity
interests in Qiyuan, together with the WFOE and Qiyuan,
entered into the Nominee Shareholder’s Equity Pledge
Agreement, the terms of which are substantially the same
as those set out in the Seller’s Equity Pledge Agreement.

(4) Entrustment Agreement for Shareholders’

Voting Rights

The Seller and the Nominee Shareholder, among other
things, irrevocably and unconditionally undertake to
authorise any person designated by the WFOE (including
but not limited to the members of the board of directors
of the WFOE and their respective successors or
liquidators) to exercise on their behalf all shareholders’
rights under the articles of association of Qiyuan and
applicable PRC laws and regulations, including but not
limited to (i) propose, call together, attend, be counted
for quorum and vote at shareholders meetings, (i) act
as, appoint and/or replace Qiyuan’s legal representative,
chairman, executive directors, supervisors, managing
director and/or other senior management, (iii) sign
minutes of shareholders meetings and resolutions and
other documents to be filed with relevant companies
registrars, (iv) represent and exercise any voting powers
and receive any distributions on their behalf in the event
of Qiyuan’s insolvency or winding up or similar events,
and (v) file documents with the relevant companies
registrar.
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STRUCTURE CONTRACTS (continued)

4.

121

Shenzhen Qiyuan Tianxia Technology
Company Limited* (iRIJIFEIE X TR FIR
~a) (“Qiyuan”) (Continued)

(4) Entrustment Agreement for Shareholders’
Voting Rights (Continued)

For detailed information relating to the reasons for using
structured contracts, risk associated and action taken
by the Company to mitigate the risks, please refer to the
announcement issued by the Company on 21 April 2016.

Shanghai Jifu

For the Year, Shanghai Jifu recorded revenue and a
net profit of RMB707,159,000 and RMB115,380,000,
respectively (for the year ended 31 December 2015: Nil for
both). As at 31 December 2016, the total assets and the
net liabilities of Shanghai Jifu were RMB489,125,000 and
RMB18,161,000respectively (as at 31 December 2015: Nil
for both). Share of results of associates for the Year was
approximately RMB40.4 million (as at 31 December 2015: Nil).

On 30 October 2015, the Group entered into a sale and
purchase agreement with Bonus Partners Worldwide Limited
and Essential Perfection Enterprise Limited, pursuant to which
the Company conditionally agreed to acquire a 100% equity
interest in Genesis Business Holdings Limited and indirectly
a 35% equity interest in Shanghai Jifu through structured
contracts for a total consideration of approximately RMB560
million, of which RMB160 million was satisfied in cash and
RMB400 million was satisfied by the issuance of 258,318,335
new Shares at HK$1.89 each (equivalent to RMB1.55 per
share). The acquisition was completed on 30 April 2016.

The principal business of Shanghai Jifu is providing mobile
payment service.

The existing shareholders of Shanghai Jifu include one
nominee shareholder which holds 35% of its registered capital.
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STRUCTURE CONTRACTS (Continued) RESL (@)
5. FwEIE @

BREEE G

5. Shanghai Jifu (Continued)
(1) Exclusive Option Agreement (1)

Shenzhen Laimeiju Trade Co., Ltd* GRYITH K E=FEE
28R AF]) (“Shenzhen Laimeiju”) irrevocably agrees,
to the extent permitted under the laws of the PRC, to
transfer to Shanghai Jirui or any persons(s) designated
by Shanghai Jirui at any time all or part of its equity
interests in Shenzhen Laimeiju. Shanghai Jirui Information
Technology Co., Ltd (“Shanghai Jirui”) may exercise its
rights as stated in the paragraph above at any time at
its sole discretion as permitted under the laws of the
PRC. The exercise price of each of the rights under the
paragraph above shall be the nominal price, subject to
other price requirements (if any) as may be imposed
or required by relevant PRC governmental authorities
or law, in any case being the lowest possible price
permissible. Ms. Huang Juan and ZIIH XEBERE
flr BB 2 &) (Shenzhen Wenxin Xianshi Technology Co.,
Ltd.*) (“Shenzhen Wenxin”) undertake that, among other
things, they will not () amend the articles of association
of Shenzhen Laimeiju; (ii) increase or decrease the
registered capital of Shenzhen Laimeiju; (iii) transfer,
mortgage or create any security interest or third party
rights in their equity interests in Shenzhen Laimeiju; or (iv)
approve any merger or acquisition activities of Shenzhen
Laimeiju without prior written permission of Shanghai
Jirui.

RITMEEXEEZERAE ([FRIIE
EXEDAAHEEE R BEER
HERFZ BER - B[R LB R EiE
EImtE € 2 BRI A TEEE R RIIR
KR Z 2P ER 0 AR - FE R BDAR AT
AZERT  EBARESHRERA
A ([ L8] ) Al 2 EBBER 1T (£
HR EBRAE R - EBRIAT 28R
BN ZITRESRBEER HAXA
[88 7 B I 44 B RO A2 R BE B N 2l AR
EZEMERBE (WA)  EEMIE
M RAIRERFAI 2 KEERE &5
T FRYIT X ERRERMARAR
(FRYIXE]) Al (AR BYE) @ RF
HAEMERTRYIREE 2 S EIZ A
A5 (i3 pnstomt AR YIIR SRR 2 s AR
A (i) ERRINKEE 2 RS E
AR RECAEARRERIE =TT
M VARG EBEIRE LS HE
AF T HUERYIREE 2 E A f 3K
Bag-

£ 2016 PEEEREBRERAT 122



Report of the Directors
EFEHRE

STRUCTURE CONTRACTS (continued)

5. Shanghai Jifu (Continued)

(2) Exclusive Business Cooperation

Agreement

Shenzhen Laimeiju has agreed to engage Shanghai Jirui
on an exclusive basis to provide services in connection
with the business of Shenzhen Laimeiju, such as
business assistance, technical services, consulting
services etc. Shenzhen Laimeiju has further agreed not
to, and agreed to procure that its subsidiaries will not,
without Shanghai Jirui’s prior written consent participate,
be interested, engage, acquire or hold any business
which competes directly or indirectly with Shanghai Jirui
in the PRC (in each case whether as a shareholder,
partner, agent, employee or otherwise).

In exchange, Shenzhen Laimeiju will pay Shanghai Jirui
a service fee, on a yearly basis, equivalent to all of its
income and economic interests following deduction of
any necessary costs, expenses, taxation and mandatory
social insurance and housing funds etc., which are
determined by Shanghai Jirui.
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STRUCTURE CONTRACTS (Continued) RESL (@)
5. FwEIE @

(3) REEZHGH

5. Shanghai Jifu (Continued)
(3) Equity Pledge Agreement

Ms. Huang Juan and Shenzhen Wenxin have agreed to
pledge all equity interests in Shenzhen Laimeiju held by
them (including all present and future rights and benefits
derived from such equity interests and any additional
interests in Shenzhen Laimeiju acquired by them
subsequent to the date of the Equity Pledge Agreement)
to Shanghai Jirui, as continuing first priority collateral
security for the performance of all payment obligations
of Shenzhen Laimeiju (including but not limited to those
under the Exclusive Business Cooperation Agreement
as stated in paragraph (2) above and relevant interests,
costs and expenses).

(4) Authorisation and Entrustment Agreement

Ms. Huang Juan and Shenzhen Wenxin, among other
things, irrevocably and unconditionally undertake to
authorise any person designated by Shanghai Jirui
(including but not limited to the members of the board
of directors of Shanghai Jirui and their respective
successors or liquidators) to exercise on their behalf all
shareholders’ rights under the articles of association
of Shenzhen Laimeiju and applicable PRC laws and
regulations, including but not limited to (i) to attend,
be counted for quorum and vote at shareholders
meetings, (ii) to act as, appoint and/or replace Shenzhen
Laimeiju’'s legal representative, chairman, executive
directors, supervisors, managing director and/or other
senior management, (i) to sign minutes of shareholders
meetings and resolutions and other documents to be
filed with relevant companies registrars, (iv) to represent
and exercise any voting powers and receive any
distributions on their behalf in the event of Shenzhen
Laimeiju’s insolvency or winding up or similar events,
and (v) to file documents with the relevant companies
registrar.

For detailed information relating to the reasons for using
structured contracts, risk associated and action taken
by the Company to mitigate the risks, please refer to the
circular issued by the Company on 7 April 2016.
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STRUCTURE CONTRACTS (continued)

6.

Leyu

For the Year, Leyu recorded revenue and a net profit of
RMB121,045,000 and RMB28,772,000, respectively (for
the year ended 31 December 2015: Nil for both). As at 31
December 2016, the total assets and the net liabilities of Leyu
were RMB289,269,000 and RMB14,252,000 respectively (as
at 31 December 2015: Nil for both).

On 31 October 2016, Marvel Paradise Group Limited, a wholly-
owned subsidiary of the Company, entered into an acquisition
agreement to acquire a 48% equity interest in Leyu which
includes It REREHFEMTAREM AT (Beijing Weshare
Software Technology Limited*), (the “Beijing WFOE”) through
structured contracts (the “Leyu Structured Contracts”) at a
total consideration of RMB800 million, of which RMB320.0
million was satisfied in cash and the remaining RMB480 million
was satisfied by the issuance of 714,147,470 new Shares at
HK$0.7681 each (equivalent to RMBO0.6548 per Share). On
24 November 2016 and 14 December 2016, the Company
allotted and issued 541,251,368 Shares and 172,896,102
Shares to the sellers respectively. However, the completion
of the transaction should be subject to the terms of the
acquisition agreement signed between the sellers and the
Company. The transaction was completed on 14 December
2016. Leyu and its subsidiaries and consolidated affiliated
entities are principally online consumer finance marketplaces,
connecting investors and individual borrowers from a variety of
channels to facilitate loans through mobile applications.

The existing shareholders of Leyu include one nominee
shareholder which holds 48% of its registered capital.
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STRUCTURE CONTRACTS (continued)

6. Leyu (Continued)

(1)

2

Exclusive Business Cooperation
Agreements

The Beijing WFOE shall provide the OPCOs i.e. 1t R %
T = BIRE AR AR (Beiing Weshare Financial
Message Service Limited”) and It REBRMEEEEEHR
fR A 7] (Beijing Weshare Wealth Management Limited®),
with exclusive technical services, business advisory,
including, among others, computer software technology
development, technical consulting and business
management consulting. The Beijing WFOE shall issue
bills on a quarterly basis to the OPCOs in accordance
with an agreed price, adjusted depending on the
workload and commercial value of its services provided
to the OPCOs. The OPCOs shall pay the consulting
service fees to the Beijing WFOE accordingly.

Exclusive Option Agreements

The shareholders of the OPCOs (the “OPCO
Shareholders”) irrevocably and unconditionally grant
exclusive share options to the Beijing WFOE that
entitles the Beijing WFOE to require each of the OPCO
Shareholders to transfer, to the extent permitted by
the PRC laws, all or part of OPCO Shareholders’
equity interests in the OPCOs to the Beijing WFOE or
any person(s) designated by the Beijing WFOE at the
minimum consideration permitted by the PRC laws.
Pursuant to the Exclusive Option Agreements, the OPCO
Shareholders shall not, among other things, (i) transfer
any of their equity interests in the OPCOs nor create any
pledge or any other security unless in the ordinary and
usual course of business and with prior written consent
from the Beijing WFOE, or (i) alter the registered capital of
the OPCOs or approve the distribution of dividends to the
OPCO Shareholders without prior written consent from
the Beijing WFOE.
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STRUCTURE CONTRACTS (continued)

6. Leyu (Continued)

3

4

5)

Equity Pledge Agreements

The OPCO Shareholders agree to pledge all of their
equity interests in the OPCOs, equivalent to all the equity
interests in the OPCOs, to the Beijing WFOE to secure
the performance of all the contractual obligations and the
payment of guaranteed debts of the OPCO Shareholders
and the OPCOs under the Leyu Structured Contracts.
Pursuant to the Equity Pledge Agreements, absent
prior written consent from the Beijing WFOE, the OPCO
Shareholders shall not, among other things, (i) transfer
any of their equity interests in the OPCOs nor create any
new pledge or any other security thereon, or (i) transfer
any of their rights or obligations under the Exclusive
Business Cooperation Agreements and the Equity Pledge
Agreements to any third parties.

Powers of Attorney

Each OPCO Shareholder irrevocably authorises the
Beijing WFOE, or any person(s) designated by the Beijing
WFOE, to exercise on its or his behalf all of its or his
rights and powers as a OPCO Shareholder, including,
among other things, () acting as the agent of the OPCO
Shareholder to attend the shareholders’ meetings of
the OPCOs, (i) representing the OPCO Shareholder
and exercising the voting rights on matters requiring
discussion and approval at shareholders’ mestings of the
OPCOs, or (iii) proposing to appoint or remove directors
and other members of senior management.

Spousal Consent Letter

The spouse of Mr. Zhang Jinghua unconditionally and
irrevocably, among other things, (i) acknowledges that all
the equity interests in the OPCOs registered under the
name of the OPCO Shareholders (as applicable) do not
form part of their matrimonial property, (i) undertakes
that she will not claim any remedy in respect of the
equity interests in the OPCOs obtained under the Leyu
Structured Contracts, and (i) undertakes that she will
not participate in the operation and management of the
OPCOs.

For detailed information relating to the reasons for using
structured contracts, risk associated and action taken
by the Company to mitigate the risks, please refer to the
announcement issued by the Company on 31 October
2016.
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Report of the Directors

NON-EXEMPT CONTINUING CONNECTED
TRANSACTIONS

During the Year, the Group had the following continuing connected
transactions which are subject to the reporting, annual review,

announcement and independent shareholders’ approval under
Chapter 20 of the GEM Listing Rules.

1. Sub-tenancy Agreement and Master
Agreement for Business Centre

U)

On 23 October 2014, the Company as sub-lessee
entered into a sub-tenancy agreement with UCF Holdings
Group Limited (formerly known as “China UCF Group
Co., Limited”) (“UCF”) as sub-lessor in respect of the
sub-tenancy of an office premises in Hong Kong at a
monthly rent of HK$471,360 for the period commencing
on 25 October 2014 and ending on 31 December 2016
(the “Sub-tenancy Agreement”).

On 23 October 2014, Ever Step Holdings Limited,
a wholly-owned subsidiary of the Company, entered
into a master agreement for business centre with
Beijing Fengchao Business Service Co., Ltd. (“Beijing
Fengchao”) in respect of the use of the business centres
of Beijing Fengchao and other associates of Mr. Zhang
(excluding the Group) from time to time (the “Connected
Group”) by any member of the Group from time to time
for the period commencing on 25 October 2014 and
ending on 31 December 2016 (the “Master Agreement
for Business Centre”).

Mr. Zhang is a NED and a substantial shareholder of the
Company. UCF, Beijing Fengchao and members of the
Connected Group are associates of Mr. Zhang and hence
connected persons of the Company. The transactions
under the Sub-tenancy Agreement and the Master
Agreement for Business Centre constitute continuing
connected transactions for the Company pursuant to the
GEM Listing Rules.
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Report of the Directors
EFEHRE

NON-EXEMPT CONTINUING CONNECTED
TRANSACTIONS (Continued)

2.

Annual Caps

The maximum aggregate annual consideration for the
aforesaid continuing connected transactions for the three years
ended 31 December 2016 and the actual amounts of such
transactions for the years are as follows:

Caps for the three years ended

TEHEFERER S (@)

2. FELR

BE - Z—R"F+_A=+—HIt=AFE
LB ERER G RS FEREBRELR
AFEEEBRG2ERBUOT

31 December Approximate
BZ+_-R=+—H actual amounts
LEEEELR for the Year
2014 2015 2016 rEEZ
—F-mE —Z-1f —E-RE BABRER
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT ARETT ARETT
.- Continuing connected transactions with UCF
. BABRKEHEFERSH
(@ Lease arrangements with UCF
as sub-lessor (HKD'000) 1,052 5,656 5,656 5,656
(B) HABEE(ERAERA)Z
HEZH (THT)
IIl. - Continuing connected transactions
with Beijing Fengchao
I BERBEHEHERSH
() Lease arrangements with Beijing
Fengchao as lessor 3,200 6,500 8,000 S
b) BEiERBE(ERLEA)Z
HERH

For detailed information relating to the above transactions,
please refer to the announcement issued by the Company on
23 October 2014.
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Report of the Directors

EEEHE

NON-EXEMPT CONTINUING CONNECTED A E#EHEREL S (@)
TRANSACTIONS (Continued)

3.

Review by INEDs and Auditors

The INEDs have reviewed the above continuing connected
transactions and confirmed that:

in respect of the Sub-tenancy Agreement and the Master
Agreement for Business Centre, the transactions carried
out during the Year have been entered into (a) in the
ordinary and usual course of business of the Group; (b)
on normal commercial terms or, if there are not sufficient
comparable transactions to judge whether they are on
normal commercial terms, on terms no less favorable to
the Group than terms available to or from (as appropriate)
independent third parties; and (c) in accordance with the
relevant agreement governing them on terms that are fair
and reasonable and in the interests of the Shareholders
as a whole.

The independent auditors of the Company have performed
procedures on the above continuing connected transactions
and issued a letter to the Board to confirm that:

i)

the continuing connected transactions have been
approved by the Board;

for transactions involving the provisions of goods
or services by the Group, they have found that the
transactions were, in all material respects, in accordance
with the pricing policies of the Group;

they have found that the transactions were entered into,
in all material respects, in accordance with the relevant
agreements governing such transactions; and

the continuing connected transactions have not
exceeded their respective caps.
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FEHRE

NON-EXEMPT CONTINUING CONNECTED A E#EHEREL S (@)
TRANSACTIONS (Continued)

3.

Review by INEDs and Auditors (Continued)

After the year end date of 31 December 2016, the Group/
Company had made the following continuing connected
transactions which are subject to the reporting, announcement
and annual review requirements but are exempt from the
independent shareholders’ approval requirements under
Chapter 20 of the GEM Listing Rules:

1. On 25 January 2017, the Company as sub-lessee
entered into a new sub-tenancy agreement with UCF
as sub-lessor in respect of the sub-tenancy of an office
premises in Hong Kong at a monthly rent of HK$471,360
for a year commencing on 1 January 2017 and ending
on 31 December 2017 (the “Hong Kong Sub-tenancy
Agreement”) after the Sub-tenancy Agreement had
expired on 31 December 2016.

2. On 25 January 2017, UCF Pay Limited* (5%c$% B R
AaER S AF]), an indirect wholly-owned subsidiary
of the Company, entered into a tenancy agreement for
office premises in Beijing with Beijing Xiaoyun Huayuan
Real Estate Co., Lid* (I REEEEEXHFRAF])
(“Beijing Xiaoyun”) in respect of the use of the office
premises at a rent of RMB11.56 per day per square
metre (inclusive of operation fees and property fees) for a
year commencing on 1 January 2017 and ending on 31
December 2017 (both days inclusive) (the “First Beijing
Tenancy Agreement”).

3. On 1 August 2016, It REREEEEBHMTRE AR
‘A A)(“Beijing Yifang Yidai”), an indirect wholly-owned
subsidiary of the Company, entered into a tenancy
agreement for office premises in Beijing with Beijing
Xiaoyun in respect of the use of the office premises at
a rent of RMB11.56 per day per square metre (inclusive
of operation fees and property fees) for 1 year and 5
months commencing on 1 August 2016 to 31 December
2017 (both days inclusive) (the “Second Beijing Tenancy
Agreement”).

*  For identification purposes only
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Report of the Directors
EEEHE
NON-EXEMPT CONTINUING CONNECTED A EHEHFEFEX S (@)

TRANSACTIONS (Continued)
3. HBIAFFITESRZBEMERM

3. Review by INEDs and Auditors (Continued)

4. On 25 January 2017, RN EFZEREERMRBEE
& A 8] (“Shenzhen Yifang Yidai”), an indirect wholly-
owned subsidiary of the Company, entered into a tenancy
agreement for an expanded area of the office premises
in Beijing as mentioned in the Second Beijing Tenancy
Agreement with Beijing Xiaoyun in respect of the use of
the office premises at a rent of RMB11.56 per day per
square metre (inclusive of operation fees and property
fees) for a year commencing on 1 January 2017 to 31
December 2017 (both days inclusive) (the “Third Beijing
Tenancy Agreement”).

Mr. Zhang is a NED and a substantial shareholder of the
Company. UCF and Beijing Xiaoyun are Mr. Zhang's close
associates and hence connected persons of the Company.
Accordingly, the Hong Kong Sub-tenancy Agreement as well
as the First Beijing Tenancy Agreement, the Second Beijing
Tenancy Agreement and the Third Beijing Tenancy Agreement
(collectively, the “Beijing Tenancy Agreements”) and the
transactions contemplated thereunder constitute continuing
connected transactions of the Company pursuant to the GEM
Listing Rules.

As the total rental payable under the Second Beijing Tenancy
Agreement for the Year was approximately RMB179,256
(equivalent to approximately HK$200,767) and will amount
to approximately RMB427,636 (equivalent to approximately
HK$478,953) for the year ending 31 December 2017 (the
“Year 2017”), respectively, the applicable percentage ratios set
out in Rule 19.07 of the GEM Listing Rules (the “Percentage
Ratios”) in respect of the transactions contemplated under the
Second Beijing Tenancy Agreement was less than 0.1%. As
such, these transactions constituted de minimis continuing
connected transactions pursuant to Rule 20.74(1) of the
GEM Listing Rules and were fully exempt from shareholders’
approval, annual review and all disclosure requirements under
Chapter 20 of the GEM Listing Rules.

(%)
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EFEHRE

NON-EXEMPT CONTINUING CONNECTED A E#EHEREL S (@)
TRANSACTIONS (Continued)

3.

Review by INEDs and Auditors (Continued)

The maximum aggregate amount of rent during the term of the
Third Beijing Tenancy Agreement for the Year 2017 will amount
to approximately RMB2,725,690 (equivalent to approximately
HK$3,052,773). The rental under each of the Second Beijing
Tenancy Agreement and the Third Beijing Tenancy Agreement
was determined after arm’s length negotiations by reference to
the rental of other comparable premises in the vicinity. Pursuant
to Rule 20.79 of the GEM Listing Rules, the transactions
contemplated under the Beijing Tenancy Agreements are
required to be aggregated for the purpose of calculating the
applicable Percentage Ratios.

As the highest applicable Percentage Ratio thereof exceeds
0.1% but is less than 5%, the Beijing Tenancy Agreements
are subject to the reporting, announcement and annual
review requirements but are exempt from the independent
shareholders’ approval under the GEM Listing Rules.

CONNECTED TRANSACTIONS

There was no connected transactions between the Group and its
associates during the Year.

RELATED PARTY TRANSACTIONS

Save for the transactions disclosed under “Non-exempt Continuing
Connected Transactions” and “Connected Transactions”, details of
the related party transactions entered into by the Group are set out
in note 47 to the consolidated financial statements, which do not
constitute notifiable connected transactions under the GEM Listing
Rules. The Company has complied with the disclosure requirements
in accordance with Chapter 20 of the GEM Listing Rules.
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Report of the Directors

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

The Company did not redeem any of its Shares listed and traded on
the Stock Exchange, nor did the Company or any of its subsidiaries
purchase or sell any of such Shares during the Year, save as
disclosed in the section headed “Issue of Equity Securities” of this
report above.

MANAGEMENT CONTRACT

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Group were
entered into or in existence during the Year.

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the INEDs an annual written
confirmation of independence pursuant to Rule 5.09 of the GEM
Listing Rules and considers all the INEDs to be independent.

CORPORATE GOVERNANCE

The Board is of the view that the Company has complied with all the
code provisions set out in the CG Code and Corporate Governance
Report contained in Appendix 15 to the GEM Listing Rules and all
the requirements of the GEM Listing Rules, except for the following:

Pursuant to code provision A.6.7 of the CG Code, the INEDs
and other NEDs should attend general meetings and develop a
balanced understanding of the views of Shareholders. Due to other
engagements, an INED and certain NEDs were unable to attend
some of the EGMs and certain NEDs were unable to attend the AGM
held on 9 May 2016. To mitigate the above, future general meetings
would be scheduled earlier to avoid timetable clashes.
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EFEHRE

CORPORATE GOVERNANCE (continued)

Code provision E.1.2 of the CG Code requires the Chairman to
attend the AGMs. Due to other business commitments which must
be attended by Mr. Li Mingshan, he was not able to attend the AGM
held on 9 May 2016. Mr. Phang Yew Kiat, the Vice-Chairman and
Chief Executive Officer, acted as the chairman thereof to ensure
an effective communication with the Shareholders. To mitigate the
above, the 2017 AGM has been scheduled earlier to avoid the
timetable clashes.

A report on the principal corporate governance practices adopted by
the Company is set out on pages 54 to 78 of this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors as at the date of this
report, at least 25% of the Company'’s total issued Shares was held
by the public throughout the Year and thereafter up to the date of this
report.

EQUITY-LINKED AGREEMENTS

Other than the Share Option Scheme as disclosed above as well as
the 7% Convertible Bonds A, the 7% Convertible Bonds B, the US$
Convertible Bonds and the 6% Convertible Bonds, the particulars of
which are set out in note 39 to the consolidated financial statements,
no equity-linked agreements that (i) will or may result in the
Company issuing Shares or (i) require the Company to enter into any
agreements that will or may result in the Company issuing Shares
were entered into by the Company during the Year or subsisted at
the end of the Year.

TAX RELIEF

The Company is not aware of any relief on taxation available to
the Shareholders by reason of their holdings of the Shares. If
the Shareholders are unsure about the taxation implications of
purchasing, holding, disposing of, dealing in, or exercising of any
rights in relation to the Shares, they are advised to consult their
professional advisers.
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Report of the Directors

REVIEW OF THE FINAL RESULTS BY
AUDIT COMMITTEE

The Audit Committee comprises four members, namely Mr. Ge Ming
(Chairman), Dr. Ou Minggang, Mr. Wang Wei and Dr. Yin Zhongli, all
of them being INEDs.

The Group’s audited consolidated financial statements for the Year
and this annual report have been reviewed by the Audit Committee.
The Board is of the opinion that such financial information has been
prepared in compliance with the applicable accounting standards,
the requirements under the GEM Listing Rules and any other
applicable legal requirements, and that adequate disclosures have
been made.

FURTHER INFORMATION

Reference is made to the Company’s clarification announcement
dated 21 December 2016 (the “Clarification Announcement”),
Anonymous Analytic’s report dated 13 December 2016 (the “AA
Report”) and further report of 21 December 2016 (the “Further
Report”). Unless the context otherwise requires, terms defined in
the Clarification Announcement shall have the same meanings when
used herein.

The Company’s auditor, SHINEWING (HK) CPA Limited
(“SHINEWING”), and Roma Appraisals Limited (“Roma”), have
confirmed to the Company that they have reviewed the AA Report,
the Clarification Announcement and the Further Report. SHINEWING
has confirmed to the Company that it has not withdrawn or indicated
to withdraw its audit opinion in the Company’s financial statements
for each of the years ended 2013 to 2015; and Roma has confirmed
to the Company that it has not withdrawn or indicated to withdraw
their opinion in the valuation report of the Shanghai Property or
Worthy Trade. Each of SHINEWING and Roma agrees with the
Company’s disclosure in the Clarification Announcement in relation
to the Company’s financial statements and the valuation reports on
the Shanghai Property and Worthy Trade, respectively.
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EETHRE

FURTHER INFORMATION (Continued)

The Company had convened a full Board meeting on 20 December
2016 (the “Board Meeting”) prior to the publication of the Clarification
Announcement. At the Board Meeting, the AA Report and the
Clarification Announcement were circulated to each executive, non-
executive and independent non-executive Director, including all the
members of the Audit Committee, for their review and consideration.
The Audit Committee had considered the contents of both the
AA Report and the Clarification Announcement and had agreed
with the response of the Company as set out in the Clarification
Announcement to the allegations of the AA Report.

The marketing team of Shanghai Jifu mistakenly thought that () the
Company was a member of the group of companies which were the
subsidiaries of UCF Group, and (i) the Company had already entered
into definite agreement to invest Shanghai Jifu in August 2015. As
the name “UCF Group” carries higher branding effect and is more
widely recognized in the PRC than the name “Credit China”, the
marketing team of Shanghai Jifu described that UCF Group was the
controlling shareholder of Shanghai Jifu.

According to the relevant regulations of the People’s Bank of China,
there are various types of third party payment licence, including bank
card acceptance (#R17-RUE) | internet payment (4848 1<) |, pre-
paid card issuance and acceptance (TBff <E#{TFSIE) , etc. The
scope of UCF Pay’s third party payment licence is limited to “internet
payment, pre-paid card issuance and acceptance”. Shanghai Jifu
had never operated an internet payment business, and as such, did
not need to use UCF Pay’s third party payment licence. As disclosed
in the Company’s circular dated 7 April 2016, Shanghai Jifu operates
various virtual e-commerce platforms so that business owners can
open virtual shops and display and sell products online. The licence
required for the operation of such virtual e-commerce platforms is a
telecommunication value-added business licence.
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Report of the Directors

FURTHER INFORMATION (Continued)

As disclosed in the Jifu Circular, Shanghai Jifu also sells personal
self-initiated payment processing terminals to provide bank card
acceptance services which is to facilitate small and micro business
owners to complete a transaction originated via the above-
mentioned virtual e-commerce platforms but the payment of which
is done offline (i.e. via payment processing terminals which provides
bank card acceptance services). The licence required for the
provision of bank card acceptance services is a third party payment
license (bank card acceptance). The virtual e-commerce platforms
operated by Shanghai Jifu only offers a “payment upon delivery”
option for buyers whereby buyers will be able to utilise a personal
self-initiated payment processing terminal to process their payment
upon delivery. The said platforms do not offer an online payment
option and as such, Shanghai Jifu’s operation of such virtual
e-commerce platforms do not require a third party payment license
for internet payment.

The Shanghai BDGH Report was commissioned by Shanghai Huaji
Investment Group Limited* (LB EEKRE (EE)ER QA A])
(“Shanghai Huaji”), a company which entered into an entrusted loan
agreement with an indirect wholly-owned subsidiary of the Company
on 8 July 2013 in relation to the advance of RMB150 million in favour
of Shanghai Huaji secured by the mortgage on a property owned by
Shanghai Huaji. The said property was subsequently transferred to
Shanghai Shenlong Business Consultancy Limited* ( -/ % B 7 %
AR AR (“Shanghai Shenlong”), which is an indirect wholly-
owned subsidiary of the Company, and as such, the Shanghai BDGH
Report was contained in Shanghai Shenlong’s SAIC filings. Based
on the records of the Company that are available to the Directors,
the Directors are not able to ascertain whether or not the Company/
previous directors of the Company (the “Previous Directors”) had
been aware of and considered the Shanghai BDGH Report before
determining the RMB396 million consideration. Moreover, the
Shanghai BDGH Report was commissioned by Shanghai Huaji, a
company independent of and not connected with the Company, and
the Company/Previous Directors would not have relied on a valuation
report commissioned by such third party.

The Company noted that the inconsistent incorporation date of
Shanghai Huali stated in the Company’s 2013 annual report and
the SAIC record was a clerical mistake, which was rectified in 2016
annual report and noted by the Company auditor.
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EFEHRE

EVENT AFTER THE REPORTING PERIOD

Details of the significant events after the year end date of 31
December 2016 are set out in note 51 to the consolidated financial
statements.

INDEPENDENT AUDITOR

The consolidated financial statements of the Group for the Year have
been audited by SHINEWING (HK) CPA Limited (“SHINEWING”),
which will retire at the 2017 AGM. The Board has taken the Audit
Committee’s recommendation that a resolution to re-appoint
SHINEWING as the Independent Auditor will be proposed at the
2017 AGM.

ON BEHALF OF THE BOARD

Phang Yew Kiat
Vice-Chairman and Chief Executive Officer

Hong Kong, 21 March 2017
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Environmental, Social and Governance Report

ABOUT THIS REPORT

This is the first year for Credit China Fintech Holdings Limited and
its subsidiaries (collectively referred to as the “Group”) to prepare
the Environmental, Social, and Governance (the “ESG”) report to
highlight its ESG performance. This ESG report is to oblige to the
recommendation (“ESG Reporting Guide”) of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) for the performance
reporting on ESG issues.

THE SCOPE, MATERIALITY, AND
REPORTING PERIOD OF THIS REPORT

Unless otherwise stated, this ESG report covers the Group’s overall
performance in three subject areas, namely, environment, social and
governance for the business operations in Hong Kong and China
during the reporting period for the year ended 31 December 2016;
which are in compliance with the “Comply or Explain” provisions set
out in the ESG Reporting Guide.

During the reporting period, the Group principally engage in two main
areas: (i) fintech business (e.g. online investment and technology-
enabling lending service and third party payment service); and (i)
traditional loan financing business (e.g. entrusted loan, pawn loan
and other loan secured with assets or guarantees). The operations
are principally taken place in Mainland China. The Hong Kong office
is mainly responsible for the relevant compliance issues in relation to
listing on the Growth Enterprise Market board (“GEM”) of the Stock
Exchange. Therefore, after conducting the materiality testing, the
Group has decided to include all levels of subsidiaries which engage
in the above two main businesses in Mainland China and the office in
Hong Kong. All information are from the official documents or statistic
reports of the Group.
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Environmental, Social and Governance Report

RIE-HERERME

MISSION AND VISION OF THE GROUP

The Group was listed on the GEM board in November 2010 and now
has become a leading Fintech group with a focus on providing 24 x 7
online financial services to SMEs, merchants and individuals in China
and Asia through internet and mobile solutions.

As a responsible fintech service company, the Group understands
the rationale of keeping business, environment and society grow
together. In order to realize sustainable development of the
Company, at the same time of promoting business growth, the
Group has to strike a fine balance among the interests of investors
and shareholders, clients, employees, business partners, and other
stakeholders in society.

ENVIRONMENTAL PROTECTION

The Group is principally engaged in fintech services and traditional
loan financing services whereas its nature does not involve any direct
production procedure and therefore there is no direct emission of
exhaust gas and greenhouse gas, discharge of wastewater and
discharges into land, production of hazardous and non hazardous
waste, etc. However, we still strive to minimise the adverse impact
of our businesses on the environment through enhancing operational
efficiency and implementing eco friendly measures.

All our subsidiaries are committed to ensuring compliance with
the relevant laws in their jurisdictions. We require our Hong Kong
office and all subsidiaries to review their business practices regularly
to deploy improvement measures for enhancing sustainability by
making more efficient use of water, electricity, paper and other
resources.

As a fintech service company, we promote “paperless” operations
in our fintech services which is different from the traditional
banking practices. Our documents are mostly inelectronic form
and conducted through online system in order to reduce the
consumption of paper.
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Environmental, Social and Governance Report

ENVIRONMENTAL PROTECTION (continued)

In addition, operating online financial service platform allows the
Group to only set up main offices in Hong Kong, Shanghai and
Beijing and the Group would not need to maintain an extensive
branch network to handle customer service, which has achieved
significant savings in cost, energy and resource consumption.

During the Reporting Period, the Group has implemented the
following measures on energy saving and environmental protection in
our daily operations:

1. Promotion of the use of telephone and video conference
system across a number of offices to reduce the need of
airplane travel by management and the corresponding carbon
emissions;

2. Reusing papers, encouraging use of computer and tablets,
reducing printing;

3. Install LED lighting system to reduce power consumption due
to lighting;

4, Promotion of registration system of office supplies; regular
check on office supplies consumption is conducted to reduce
unnecessary waste;

5} Limited use of air conditioning and lighting in some subsidiary
offices in accordance to the provision of the commercial
buildings where the offices are located in order to reduce
power consumption;

6.  Procuring electronic products meeting relevant environmental
requirements, and repairing damaged or old electronic
products in a timely manner to extend the shelf life and reduce
electronic solid waste.

Our administration department or staff of various offices oversees
the implementation of the above initiatives, as well as general
sustainability and environmental policies for employees. Under
the monitoring and guidance from the administration department,
our business units maintain environmental best practices across
the Group to ensure all working procedures in the Group shall be
performed with law and rule being abided by. We continuously review
our policies and practices to integrate environmental considerations
into working procedures. We will report to our management
upon review of internal environmental policies and practices, with
recommended actions being adopted when necessary.
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Environmental, Social and Governance Report

B HERERRE

HUMAN RESOURCES

Overview of Employment

Our management undertakes to ensure that all human resources
practices within the Group are in compliance with applicable laws
and regulations as reports on malpractices are duly submitted to
senior management with recommendations on how to handle such
cases when necessary.

The business nature of the Group has no specific requirements or
conventions on gender. The Group also have no specific requires
on age and thus the overall age distribution is in line with the
industry convention. During the Reporting Period, the Group has no
significant changes in employment composition (including ratio of
male to female, age, etc.).

We have a comprehensive human resource management system
which is strictly implemented. The system is based on “Employment
Ordinance” in Hong Kong, “Labour Law of the People’s Republic
of China”, “Law of the People’s Republic of China on Employment
Contracts” and other existing laws and regulations. At the same time,
the Group has given the employees the documents and materials
on the related entry guidelines and clearly conveyed the messages
about employment policies, mission and vision of the Group, work
ethics, occupational safety and health guidelines. We strive to make
sure our staff know their rights and welfare while work in compliance
with the relevant laws and regulations according to the system so as
to protect the rights of both sides.

The Group adjusts remuneration and welfare with reference to the job
nature, experience, job performance, market conditions as well as
performance appraisal. The Group is in favour of internal promotion,
and therefore we provide adequate on job and professional training
to create promotion opportunities.
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Environmental, Social and Governance Report
RE - HERERRE

EMPLOYMENT

Apart from the above remuneration and employment system,
the Group also ensure equal opportunities to and no rights
deprived from all staff without discrimination of gender, race,
religion, age, marital and family status, disability or any other
reasons.

Moreover, to attract and retain staff, the Group has formulated
a competitive package of remuneration and welfare system,
including basic salary and overtime compensation, staff
welfare and rights such as Mandatory Provident Fund,
insurance, statutory and extra annual leaves, sick leaves,
various allowances and severance payment. The Group would
consider offering extra commission and welfare to the staff
such as assessment bonus according to their job performance,
financial results, market conditions and other factors.

Also, the Group would provide social insurance, housing
allowance, directors and office liability insurance and
supplementary medical welfare and mandatory provident fund
to the staff in accordance to laws in area situated and industry
convention.

When an employee is dismissed (due to violation of the
Group’s regulations, or that whose performance is consistently
below an acceptable level or other reasons), our human
resources department will follow a range of procedures
pursuant to our human resources management system
to terminate his or her employment contract. Terms and
conditions for dismissal are outlined in employment contract
and related policy manual. In all cases, supervisors consult
our human resources department, legal department and/or
management to ensure that applicable legal requirements are
observed.

1.

i3

B Lt B R R R E - ARE I ERESR
EG¥EHE TeRAMs BESR R
B Fie - BN FEAR BRI E M
REAMEZ R LE KN EEMFE-

o RS RBBE T AKED HIF —
EABFNNFHRENGFEHE  BEE
REMEMITE BTRAMEER 18
HHEATES R EERBEINFER BR
BRI NERBS AEETTEEREET
ERE UBEE mHEENERR K TE
TEZRRSFRINFTHRER -

REE e F EPTE R ED RITEEN
RETIHMteRR EEAES RHEE
ELEABEEERE BMREBEREN LA

HERTEESE-

BEEBIR (ThREARERAEEMMAA -
RERBEATESIKEREMERER) - A
HERFERBEEEFHANERERTE
THRFHERZE L2 EEE L - RIEGRK
EEME TR EREE L RABBABRSTA -
RIFBBAT ETEGEAANERE A
BEE/ KERE UERERERTANAE
FEBIE K-

£@2016. pEESREERERAT 144



Environmental, Social and Governance Report
RE - HERERRE

2.

HEALTH AND SAFETY OF EMPLOYEES

The Group put health and safety of employees at the first
priority. Our administration department and supervisors of
all departments are instructed by management to maintain
strengthened safety management and comply with all relevant
laws and regulations by identifying potential risks, coordinating
health and safety training and providing related information
to employees, equipping adequate first aid supplies and fire
service equipment. Assessments on significant job risk and
accident are reported to management and necessary actions
shall be taken.

We formulated, implemented and monitored a series of
code of practice for health and safety at work. The code
takes references to the industry conventions and supervision
regulations. As improving and amending, the code ensures the
protection of health and safety of the staff.

To enhance employees’ awareness of occupational health and
safety, the Group provides internal and external training and
safety meetings for employees. We also participate in fire drills
held by different departments or organisations regularly. Welfare
of our permanent staff includes annual medical examination,
medical insurance and pension.

In addition, we believe that physical and mental development
of employees is also an important part of occupational safety
and health. Apart from daily work, the Group regularly arranges
various activities for employees to strengthen exchange and
understanding among employees. For instance, “Run for Fun”
and other outdoor activities which are good to health. We also
organise basketball teams and badminton teams and other
team building activities to promote work life balance.
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Environmental, Social and Governance Report
RE - HERERRE

DEVELOPMENT AND TRAINING OF
EMPLOYEES

The Group believes that human resource is the key of our
success and is a valuable asset to us. The Group places high
importance on enticing and nurturing talents. Based on our
business nature, corporate development and needs, we bring
suitable people to improve our human resources structure. We
provide employees with business related training and industry
knowledge through a series of training programs to enhance
the quality, qualifications and skills of our staff, with a view to
fostering their development.

In addition, we offer opportunities for advancement within the
organisation to promote employees with excellent performance
and potential. We encourage our employees to discuss with
their managers about their career development, promotion
opportunities and career objectives, as we seek to help our
employees unleash their potential and grow together with the
Company.

Supervisors or departments responsible for coordinating
training and development programs evaluate the effectiveness
and make suggestions to management for relevant staff
policies.

LABOUR STANDARDS

The Group believes that providing safe, efficient and
appropriate working environment and labour policies to our
most valuable assets, employees is essential. The Group
strictly comply with the “Employment Ordinance”, Chapter
57 of Hong Kong Laws, “Regulation on Labour Security
Supervision” promulgated by the State Council of the People’s
Republic of China(PRC). We also formulated internal codes
and guidelines as well as labour system with reference to
international labour standards. All recruitment procedure and
promotion are supervised under the Group’s human resource
management system to ensure no child labour or forced labour,
nor any form of discrimination in employment in relation to race,
religion, age or disability within the Group.
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RIE-HERERME

4. LABOUR STANDARDS (continued)

The Group clearly sets out the code of conduct for employees
in all employment contracts and staff codes. We also strictly
monitor the conduct of all employees, including directors
and employees at all levels, to prevent any harassment or
bullying in workplace. Employees are encouraged to report
any malpractice to their supervisors. Investigations will be
conducted subsequently and results will be submitted to our
human resources and senior management. Necessary actions
including punishment and dismissal of and legal actions against
the employees involved, and corrective measures will be made.

SUPPLY CHAIN MANAGEMENT

The Group is principally engaged in providing integrated fintech
services to borrowers and investors. Therefore, we have no major
suppliers of products, raw materials or services; nor does the
Group directly participate in any negotiation between corporate and
institutional clients and their respective suppliers. The Group does
not make bulk purchase or enter into any procurement agreement
for stationery, paper or any other office materials or equipment.
The Group closely communicates with its subsidiaries and carries
out necessary monitoring and risk control measures in case of its
subsidiaries or associates hiring major suppliers.

PRODUCT RESPONSIBILITY

Most of our clients are borrowers and investors of P2P online
financing platform, borrowers of traditional loan financing businesses,
etc.

Our products and services include:

1. Online investment and technology-enabled lending services;

2. Traditional loan financing services (including entrusted loans,
pawn loan and other loan secured with assets or guarantees)
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Environmental, Social and Governance Report

PRODUCT RESPONSIBILITY (Continued)

We are committed to providing excellent customer experience
as we undertake that our services are safe and in compliance
with applicable laws. We adhere to applicable laws and industry
standards regulating health and safety, personal privacy and product
advertising. It is our objective that our customers have confidence
in our services with sufficient information provided to make informed
choices.

Financial industry involves dealing with large amount of personal
data of clients. Protecting our customers’ interest and privacy is
one of our top concerns to present outstanding customer service.
The Group undertakes to comply with Personal Data (Privacy)
Ordinance and other applicable laws in safeguarding clients’ personal
information, and has formulated relevant guidelines to require
employees to carefully handle personal information and business
records of clients. During the Reporting Period, there is no violation
of the relevant privacy laws.

The Group’s major subsidiaries keep communicating with clients
and review on various communication channels in order to
receive feedback from customers and handle complaints in time.
Investigation on complaints and service are carried out to improve
our customer services.

We comply with the Advertisement Law of the PRC ( 12 A R £ F1
B & 2&55%) , the Interim Measures for the Administration of Internet
Advertisement (BBt 8 E S B E 1795 ) and other applicable
laws and regulations enacted by the nation, regions and industry
associations. Advertising campaign is launched upon confirmation
that we followed the requirements for the use and execution of brand
identity and advertisement of our products and services. We also
seek legal advices when necessary.
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B HERERRE

ANTI CORRUPTION

At the level of entity business and capital market operation, the
Board of Directors sets a tone of zero tolerance on corruption and
fraud. This is reflected in our business and staff policies, as well as
our operational procedures. We adhere to the values of integrity,
fairness, transparency and accountability and we prevent any
corruption. Through corporate governance and risk management, we
protect the interest of stakeholders. We encourage our staff to report
any form of misconduct, such as abuse of authority and bribery of
clients or employees. We will investigate upon reporting and report to
regulatory and law enforcement bodies.

The Group is engaged in financial businesses and complies with all
applicable anti money laundering laws and regulations in Hong Kong
and the PRC. The Group implements measures for various business
to prevent money laundering and financing for improper purposes
through our Group by clients. Prior to offering credit and infomediary
products and services, we verify the identity of our clients; require
real name authentication for clients of third party payment platform
to avoid fraudulent card payment. We keep an eye on work process
to ward off any participation of money laundering activities by our
employees.

The Group has also established a strict corporate governance
mechanism in compliance with Listing Rules and Securities and
Futures Ordinance to forbid any fraudulent behaviour in the capital
market.
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COMMUNITY

The Group put strong emphasis on corporate social responsibility.
Upholding the principle of “give back what you have taken from
society”, we promote the awareness of community care and helping
each other.

During the Reporting Period, the Group actively communicated with
different organisations in the local communities to understand the
local situation and organised various community activities, such
as basketball games held by the local organisations and running
activities. We also organised various charitable activities such as the
“Financial Workshop Charity Walkathon” ([ € 8 L% Az E8)17])
(donated materials equivalent to over RMB100,000 to China Social
Assistance Foundation), and “Happy Train” ([ &%/ | )(innovative
charitable financial products: donate 1% of investment amount by
Financial Workshop whenever a charity investment is done and
the amount is donated to China Social Assistance Foundation to
subsidise the round trip transportation costs of the rural children who
visit the cities that their parents work in).

We strive to enhance the community awareness of employees,
promote care to employee, helping those in need, participating in
charitable activities. We also encourage our employees to share
their learning and experience of participating in the activities so as to
appeal more employees to join and establish positive values.

Information about corporate governance structure of the Group
and other relevant information, please refer to page 54 to 78 of the
Annual Report.
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SHINEWING (HK) CPA Limited
43/F, Lee Garden One

33 Hysan Avenue

Causeway Bay, Hong Kong

TO THE MEMBERS OF
CREDIT CHINA FINTECH HOLDINGS LIMITED

(Formerly Known as Credit China Holdings Limiteqd)
(incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Credit
China Fintech Holdings Limited (the “Company”) and its subsidiaries
(the “Group”) set out on pages 163 to 357 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, the consolidated statement of changes in
equity and the 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 Hong Kong Financial Reporting Standards (‘HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA”)
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.
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Independent Auditor’s Report

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditors’
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 fulfiled 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.
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Independent Auditor’s Report

¥ 37 1% S ED 3 B

Impairment of loan receivables

Refer to note 26 to the consolidated financial statements and the

accounting policies on pages 199 to 205.

The key audit matter

HEEZEE

The Group’s loan receivables, amounting to
RMB3,469,688,000 as at 31 December 2016, represented
advances granted to customers under the secured and
unsecured financing business. Most of loan receivables
were secured by collaterals including real estate and equity
interests of private companies or listed companies and
guaranteed by guarantors. The loan amount was normally
below the value of the collaterals.
RZZE—RETZA=+—H EBE5ENEKRERAA
[R#3,469,688,0007T - BIF K #  EIK I F S XA TR
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N A EY 55 EE Ko AR RE A 1A B K 4 m 14 K ER PR AR AP HE
R-EREHE—RENERmONEE-

We consider the impairment assessment of loan
receivables as a key audit matter due to the significance
of amounts and the subjective nature of the calculation
because the estimates on which these provisions are
based entail a significant degree of management judgment
and may be subject to management bias.
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How the matter was addressed in our audit
EEEERPHNRERZE

Our procedures were designed to review the
management’s impairment assessment and challenge the
reasonableness of the methods and assumptions used to
estimate the allowance for doubtful debts.
EEMBZEFEERNBTEENREN G RAEMET
RERBEFT AR AR BRRNE IR -

We have discussed the indicators of possible impairment
with the management and, where such indicators were
identified, assessing the management’s impairment testing;
and

ZHEBEMNRAGLIRENTER TR EEZFT
iSRS faﬂwmma AR K

We have challenged the assumptions and critical judgment
used by the management by assessing the reliability of
the management’s past estimates and taking into account
the calculation methodologies, economic factors, the
ownership and valuation of recovery assets and collaterals,
financial position of the borrowers and guarantors and
cash received after year end, as well as the recent
creditworthiness of each debtor.
EEMEANEEIREBREEETRAI ML REGT RFLHE
A EEEREWmOGES A RBERE Ffrﬁ%&
e BERARERANTBARZAREREEE - AR
EEBRANTHEEEZASEERBMENREREXR
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Independent Auditor’s Report

Acquisition of Shenzhen Qiyuan Tianxia
Technology Company Limited
(RYNEREXTREFRAE) (“Qiyuan”),
Shanghai Jifu Xinxi Jishu Fuwu Co., Ltd
(EBAERERHNRBERLA)

(“Shanghai Jifu”) and Leyu Limited (“Leyu”)
through structured contract arrangements
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Refer to notes 23 and 45 to the consolidated financial statements 2 B4R & Bt 7 3 2% Mt 5523 %245 % £188E 190 &

and the accounting policies on pages from 188 to 190 and 191 to

194.

The key audit matter

HREEZEER

On 21 April 2016, the Group through a structured contract
arrangement, acquired 51% equity interest in Qiyuan, at
fair value consideration of RMB210,502,000 which was
satisfied by cash and a contingent consideration which
was satisfied by a fixed number of the Company’s new
shares if Qiyuan’s profit is not less than RMB50,000,000
for the year of 2016. Upon the completion, Qiyuan became
the subsidiary of the Group. This acquisition has been
accounted for using the acquisition method. The amount
of goodwill arising as a result of the acquisition was
RMB207,841,000. Qiyuan is engaged in the provision of
mobile gaming service.

RZZB-—XREMAZ+—H BXREEBREABUESNZ
PR B RETR 51 % iE - A FERE S AR 210,502,000
7T HUAR & REAKE (HERR ZZT—RFAHE M
L AR #50,000,0007T HEABE#ER BRRH
BT REkiE BIRKA EXEENMER
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B oA ARE207,841,0007T ° IR E BN ER{EZ B iE
I8k AR 75 3 75 o

On 30 April 2016, the Group through a structured contract
arrangement, acquired 35% equity interest in Shanghai
Jifu, at fair value consideration of RMB856,152,000 which
was satisfied by cash and new shares of the Company.
Upon the completion, Shanghai Jifu became the associate
of the Group.

RZZE-—R"FMNA=1TH BESEEZREBMUESH
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How the matter was addressed in our audit
EEEERPHRERZE

With respect to the acquisition of 51%, 35% and 36%
equity interests in Qiyuan, Shanghai Jufi and Leyu,
respectively, we inspected the sale and purchase
agreements and other relevant documents and considered
the management’s PRC legal advice to determine whether
the structured contract arrangements gave rise to control
of Qiyuan and Leyu under HKFRS 10 Consolidated
Financial Statements and significant influence of Shanghai
Jufi under Hong Kong Accounting Standards (“HKAS”) 28
(2011) Investments in Associates and Joint Venture.
oM EEEIR - LB ENE MLeyurI50% - 35% M 36%hX
M S5REEEHREREAMBEEXGITEBERRE
WPBEZEBERER UNEERBEEBVBEREELE
1058 MK BBEANTHRS < BUEHIRIR &
Leyur RIRIEFEGTER| ([FESHERI]) FE285% (=
T——F)RBERAREELEZRE EBLEEOL
FRALHE LEAETRERTE -

Regarding the estimation of fair value at acquisition date
of the assets (including intangible assets) and liabilities of
the acquired entities, we had assessed management’s
identification and determination of the fair value of assets
and liabilities acquired, including the valuation methodology
applied and the assumptions underlying the acquisition
date valuation and input data.

REFFIEBERNEE (BREVEE) RBEERKE
BN AFENS EEETHEEBHMKBEEKA
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Independent Auditor’s Report

¥ 37 1% S ED 3 B

The key audit matter (Continued)

FREZSER (F)

Shanghai Jifu is engaged in the provision of online third
party payment service in the People’s Republic of China
(the “PRC”), specialising in bank card acceptance services
in the PRC through its own payment services license
granted by the People’s Bank of China.
FEMERPEARKEME (PR REREB EE=
7 XA RFSER - A B Z R A B A R ERAT A H
2 XA R ET Al R R 1T R U EE AR 7% -

On 24 November 2016, the Group through a structured
contract arrangement, acquired 36% equity interest in
Leyu, at fair value consideration of RMB661,509,000 which
was satisfied by cash and new shares of the Company.
This acquisition has been accounted for using the
acquisition method. Upon the completion, Leyu became
the subsidiary of the Group. Leyu is engaged in the
provision of online microfinance service in the PRC.

RZEBE-—RE+—-—AZ+HBE BESEFEBAEBNL
SR LHWELeyuI36% - R FERERARE
661,5609,0007T ' HIAR & & BERBIEFRN X ZIR
WHEERE AL ARIEEAR - RTKE Leyuik m BESE
B BB R R o LeyurA P Bl SRR ENEIEERES

The Group accounted for Qiyuan, Shanghai Jufi and
Leyu’s financial performance and position since the
acquisition date through a series of structured contract,
rather than directly acquiring its equity shares, which
involves significant degree of management judgement over
its controlling stake on Qiyuan and Leyu and significant
influence on Shanghai Jifu. We therefore consider the
acquisition of equity interest in Qiyuan, Leyu and Shanghai
Jufi as a key audit matter.
EEERRBHBEAREB - RIEBLEESORER - &
BEIE RLeyut) I R IR KRR ARR - M IEE KB Z S
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How the matter was addressed in our audit (Continued)
ESEERYHRERE (F)

Regarding the contingent consideration classified as equity
by issuing fixed number of the Company’s new shares, we
obtained the agreement for such arrangement. In addition,
we challenged the appropriateness of the assumptions
on the fair value of the contingent consideration at the
acquisition date as well as the accounting treatment on
identification of the contingent consideration and no re-
measurement on the contingent consideration as at the
end of the reporting period under HKFRS 3 Business
Combination.

ROBABBETEEHEN BERRFRMHOERAK
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In particular, we reviewed the future cash flow forecast
prepared by management on whether it is agreed to the
budget approved by the board of directors of the Company
and compared the budget with actual results available up
to the report date. We also challenged the appropriateness
of the assumptions, including the sales growth rates and
gross margin, against latest market expectations. We also
challenged the discount rate employed in the calculation
of value-in-use by reviewing its basis of calculation and
comparing its input data to market sources.

LHER E5ARCRAEESFS R EACREY K ABE
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Independent Auditor’s Report
8 3% S B R &

The key audit matter (Continued) How the matter was addressed in our audit (Continued)
HREZSER (F) ESEERPHRERE (B)
In addition, the accounting for the completed transactions
of Shanghai Jifu, Qiyuan and Leyu involved determining
whether the transactions should be classified as
equity accounting under HKAS 28 (2011) Investments
in Associates and Joint Venture for Shanghai Jifu
and business combination under HKFRS 3 Business
Combination for Qiyuan and Leyu and estimating the
fair value of the assets and liabilities of the acquired
business at acquisition date, including the identification
and valuation, where appropriate, of intangible assets and
contingent consideration at acquisition date. Significant
judgment is involved in relation to the assumptions used
in this valuation process. We therefore consider the
acquisition of equity interest in Shanghai Jifu, Qiyuan and
Leyu as a key audit matter.
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Independent Auditor’s Report

¥ 37 1% S ED 3 B

Impairment of goodwill and intangible assets

Refer to notes 20, 21 and 23 to the consolidated financial
statements and the accounting policies on pages 191 to 194 and

196.

The key audit matter

HAREEZEER

The Group has goodwill of RMB932,711,000
and intangible assets with indefinite useful lives of
RMB172,141,000 as at the end of the reporting period.
In addition, goodwill of RMB902,891,000 was recognised
in the investment cost of Shanghai Jifu, an associate of
the Company acquired during the year. An assessment is
required annually to establish whether any impairment is
required.

RBEHR BEEEZHERARKI32,711,0007T &
BEE (AFEREAFR) RARKE172,141,0007T °
gEoh  RER - BB AR 902,891,0007T T PR ETULEE 2 A
NABERR LBANEZREXAATAER - REFEE
FRERRIELEMRMEEITT -

The Group’s assessment of impairment of goodwill and
intangible assets is a judgemental process which requires
estimates concerning the forecast future cash flows
associated with the goodwill and intangible assets held, the
discount rates and the growth rate of revenue and costs to
be applied in determining the value-in-use. The selection
of valuation model, adoption of key assumptions and input
data may be subject to management basis and changes in
these assumptions and input to valuation model may result
in significant financial impact.
EXAEHREREREERENT G AT ERAERS
BN EZEERBNRARKRERE MIRERK
AERE R EFEREEMBRAREHERE R EAE
B RMARER LA BB ARBERELALE
7 MERERRLEEEANBARBENESHNGELS
AR E -

The extent of judgment and the size of the goodwill and
intangible assets resulted in this matter being identified as a
key audit matter.
WEEAMSROHBREAREERETLEENA/N
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How the matter was addressed in our audit
EEEERPHRERZE

In order to address this matter in our audit, we obtained
management’s assessment and the one prepared by their
valuation specialist and challenged the reasonableness
of the selection of valuation model, adoption of key
assumptions and input data. In particular, we reviewed
the future cash flow forecast prepared by management on
whether it is agreed to the budget approved by the board
of directors of the Company and compared the budget
with actual results available up to the report date. We
also challenged the appropriateness of the assumptions,
including the sales growth rates and gross margin, against
latest market expectations.

REBZPREBLHER FECREEEEBNGEZERM
BT WS E R AERR  RAERRE REA
HENGEL - LER EEMERERAE BERAES
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We also challenged the discount rate employed in the
calculation of value-in-use by reviewing its basis of
calculation and comparing its input data to market sources.
EENEBEMNEATREER K H i A SR E TS KR
HB A B H AT AR 2 R -

As any changes in these assumptions and input to
valuation model may result in significant financial impact,
we tested management’s sensitivity analysis in relation
to the key inputs to the impairment assessment which
included changes in the sales growth rate, gross margin
and discount rate employed.
ZEREBERAEREANBARBNE DI EEF TN
& BEAFAEEBAMAEMNENREREAZE (B
BAHEANHERERE EMNXREFEXNED) N BUX
Eatre

1 57 CREDIT CHINA FINTECH HOLDINGS LIMITED ¢ ANNUAL REPORT 2016



Independent Auditor’s Report

Information Other than the
Consolidated Financial Statements and
Auditor's Report Thereon

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the management discussion and analysis (but does
not include the consolidated financial statements and our auditor’s
report thereon), which we obtained prior to the date of this auditor’s
report, and (the chairman’s statement, environmental, social and
governance (ESG) report, corporate governance report and report
of the directors) which are expected to be made available to us after
that date.

Our opinion on the consolidated financial statements does not cover
the other information and we do 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 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 on the other information
that we have obtained prior to the date of this auditor’s report,
we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to
report in this regard.

When we read the chairman’s statement, ESG report, corporate
governance report and report of the directors,
that there is a material misstatement herein, we are required to
communicate the matter to those charged with governance and take
appropriate action considering our legal rights and obligations.

if we conclude
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Independent Auditor’s Report

¥ 37 1% S ED 3 B

Responsibilities of Directors and
the Audit Committee for the Consolidated
Financial Statements

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA 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
of the Company 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 is responsible for overseeing the Group's
financial reporting process.
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Independent Auditor’s Report

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, solely to you, as a body, in
accordance with our agreed terms of engagement, 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.
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Independent Auditor’s Report

%

37 1% S A

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.

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 al

so 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.
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Independent Auditor’s Report

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 Wong Hon Kei, Anthony.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Wong Hon Kei, Anthony

Practising Certificate Number: P05591

Hong Kong
21 March 2017
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
eEakHEMEEWER

For the Year ended 31 December 2016 HZE=—_Z—A<AFE+_-_A=+—HItFE

2016 2015
—E—RE —E—RF
NOTES RMB’000 RMB’000
B 5 AR¥ET T ARET T
Turnover HEH 7 1,075,677 429,590
Interest income B A 7 376,935 146,468
Interest expenses FERAXZ 11 (238,184) (101,530)
Net interest income FEBNZFRE 138,751 44,938
Financial consultancy service Bt %5 55 =8 BR 5 UL\
income 7 53,053 37,650
Third party payment service income % = 7 Z 1 R I UL AN 7 189,983 128,148
Online investment and technology- 7 4% % & % %l # 5E &)
enabled lending service income BB R 7 366,517 112,546
Mobile gaming service income FHEMRBWN 7 89,189 =
Gain on transfer of rights on HEEWERTRENZ
interests on loan receivables I &= 7 - 4,778
837,493 328,060
Other income H A A 9 26,949 24,427
Other gains and losses H Yz & B8 10 4,414 7,586
Handling charges for third party BE=AXNRBFEE
payment service (24,885) (28,911)
Administrative and other operating ITER R B Ath 48 & F 2
expenses (350,050) (200,887)
Gain on disposal of subsidiaries HEMB AR 2 K 46 37 42,091
Loss on deemed disposal of an BIELE M2 a2
associate B8 23 (2,029) =
Loss on disposal of an associate s — g E AR 2B 23 (797) -
Change in fair value of investment WEYHEZ AN EEE
property 19 - (1,000)
Change in fair value of derivative and 74 T A K AJ#&E 5 2
embedded derivative components of SEOTETAESHD 2
convertible bond NTEEZE 22 (208) (7,877)
Share-based payment expenses ARG D 27t 2 A2 49 (109,986) (43,999)
Share of results of associates JE{L B N R ELE 45,747 6,024
Share of results of joint ventures JElhEEREER - (6,230)
Profit before tax F& %% A1 it F1 12 426,685 119,284
Income tax FriS %t 13 (84,438) (39,243)
Profit for the year FEE@H 342,247 80,041

1 63 CREDIT CHINA FINTECH HOLDINGS LIMITED ¢ ANNUAL REPORT 2016



Consolidated Statement of Profit or Loss and Other Comprehensive Income
e EmkEMEEWER

For the Year ended 31 December 2016 HZE—_Z—A"F+_-_A=+—HItFE

2016 2015
ZE-RE —T—AF
NOTE RMB’000 RMB’000
Bt 5 AR®F T ARBTT
Other comprehensive income HitzmBAN (FAX)
(expense)
Items that may be reclassified HEAHEEFHDEZ
subsequently to profit or loss: R ZzEH -
Exchange differences on translating 2 &E &5 & E N 7
foreign operations PE 3 =& 61,146 19,546
Change in fair value of available-for- A it HE&E&RE 2
sale investments NEEED) (2,892) 2,824
Other comprehensive income for FEHEMEEEA
the year 58,254 22,370
Total comprehensive income FEZEBNEERE
for the year 400,501 102,411
Profit for the year attributable to: [E{EZFEi&F :
Owners of the Company ZIN/NEIEZ ZSN 301,122 85,606
Non-controlling interests FEZ AR HE 2 41,125 (5,565)
342,247 80,041
Total comprehensive income for EEZEESEINNEE:
the year attributable to:
Owners of the Company ZIN/NEIEZZS N 359,322 107,974
Non-controlling interests FE AR #E 2 41,179 (5,563)
400,501 102,411
RMB RMB
AR #E AR
(Restated)
(r&E7)
Earnings per share SEBEAERN 17
Basic HAR 1.48 cents%y 0.51 cents?
Diluted s 1.43 cents% 0.51 cents%
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Consolidated Statement of Financial Position

“r & BN 3R

As at 31 December 2016 R-—ZE—~FE+-A=+—H

2016 2015
—E—RE —T—hF
NOTES RMB’000 RMB’000
= AR¥ET T ARET T
Non-current assets EREBEE
Plant and equipment % = B 2% A 18 45,076 10,373
Investment property LEYE 19 574,000 574,000
Intangible assets M AE 20 246,652 172,141
Deposit paid for acquisition of BBREEFEESF2
intangible assets Ze 12,866 -
Pledged bank deposits BEHEIRIRITER 33 252,805 =
Goodwill BES 21 932,711 47,871
Available-for-sale investments A HEIRE 22 273,455 53,066
Interests in associates )‘Hf‘ﬁﬁﬁ SRR 23 955,431 60,357
Interests in joint ventures REERFE R 24 - =
Loan receivables TE WE R 26 150,000 =
3,442,996 917,808
Current assets MEEE
Available-for-sale investments AHHERE 22 24,588 37,142
Trade receivables B 5 WK 25 160,147 35,769
Loan receivables FEYE K 26 3,319,688 2,247,993
Prepayments and other receivables ~ FEfIBRE R & & 11ﬂJ7§ WzmE 27 212,038 268,483
Amounts due from joint ventures UG &R 24 14,483 13,251
Amounts due from associates R L Bt e /A AlFX Iﬁ 23 1,131 911
Amounts due from related FE U B8 R R FIE
companies 28 189,542 197,532
Derivative financial instruments MESBT A 30 - 227
Held for trading investments RIEEEKRE 31 23,502 9,018
Income tax recoverable A] U (B ffr 15 Bt 1,016 1,362
Bank balance — trust account RIT4ES—E5ERP 32 239,991 527,190
Bank balances and cash RITAER KRR 33 1,233,391 615,015
5,419,517 3,953,893
Current liabilities =it
Accruals and other payables EErBRAMEME[KIE 34 265,931 91,909
Funds payables and amounts due to &5 8 & FE - VA &
customers BN Z FE I8 32 239,991 527,190
Amounts due to non-controlling N3 Hxﬂxﬁm
shareholders 29 1,597 1,109
Amounts due to related companies AN NETE ] 28 189,983 199,758
Borrowings Efs 35 1,015,297 693,616
Obligations under finance leases L& T B ARIE 36 - 2,203
Corporate bonds UNGIEEES 38 - 173,719
Preference share of a subsidiary — B A R 2B LK 40 71,990 =
Provision for financial guarantee BRI 41 42,837 =
Income tax payables FER S 73,650 16,260
1,901,276 1,705,764
Net current assets MBEEFHE 3,518,241 2,248,129
Total assets less current liabilities ZEEAERGHERE 6,961,237 3,165,937
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Consolidated Statement of Financial Position

an (= Ej%%ﬂk;ﬂ%

As at 31 December 2016 R-_Z—RFE+_-_A=+—H

2016 2015
—E—NE —E—hF
NOTES RMB’000 RMB’000
P RE AR#BET T AERETIT
Non-current liabilities ERBEE
Corporate bonds NEfESH 38 154,450 60,044
Convertible bonds Al MR E 39 1,393,172 234,098
Borrowings B 35 804,909 150,000
Other financial liabilities EtemasE 45 276,075 =
Deferred tax liabilities FEIEFIE B (& 37 91,051 89,209
2,719,657 533,351
Net assets EEFE 4,241,580 2,632,586
Capital and reserves BEAREF#E
Share capital &% A 42 358,259 321,642
Reserves e 3,837,584 2,286,568
Equity attributable to owners of the ~— ZANA G A AFEIERERS
Company 4,195,843 2,608,210
Non-controlling interests FE1E IR fE 2 45,737 24,376
Total equity WA 4,241,580 2,632,586

The consolidated financial statements on pages 163 to 357 were $163BE £ F357TH xR M B RRCEESTE N

approved and authorised for issue by the board of directors on 21 Z—ZF—t&F ==+ —HHAERFETIZE W H
March 2017 and are signed on its behalf by: INTEEREREE
Mr. Phang Yew Kiat Mr. Sheng Jia
E e BEEE
Director Director
o EFE
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Consolidated Statement of Changes in Equity
l“m 1:& m '“nm @] %

For the year ended 31 December 2016 & ZE % —

Attributable to owners of the Company

NET-_A=T—HILFE

RARES ARG
Equity
Share-  component
Investment based of Non-
Share Share  Statutory  Retained revaluation  Exchange  payment convertible Capital Special controling Total
capital  premium reserve profits reserve reserve reserve bonds reserve reserve Total interests equity
AR
RABMH IAFE TRRES
Bx  ROEE EERE el fE  EiRE R BadH BARE  KRE @ FERER  BERAE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000  RMB'000
ARBTT ARETR ARBTR ARBTT ARETR ARETI ARBTT ARETR ARETT ARETT ARETR ARETT AR%TR
(Note (a))  (Note (b)) (Note (c)) (Note () (Note (g))
(MaFa)  (HzHb) (W3E()) (MzF)  (KizHe)
t 1 January 2015 RZE-1F
—-A-A 267,736 688,395 25,067 510,758 68 (7,995) 6,804 - (125,038 40,000 1,405,795 13,633 1,419,428
Profit for the year FEEF - - - 85,606 - - - - - - 85,606 (5565 80,041
Other comprehensive expense  FEH {1 2ERX
for the year
Exchange differences on BERINEERA
translating foreign operations B X EH - - - - - 19,544 - - - - 19,544 2 19,546
Change in fair value of RN EREL
avallable-for-sale investments A TEZE) - - - - 2,824 - - - - - 2,824 - 2,824
Total comprehensive income R ZAMA
(expense) for the year (Ax%)28 - - - 85,606 2,824 19,544 - - - - 107974 (5563 102,411
Issue of shares upon exercise of 177 (RS MR I 217
share options (Note 42()) Rt (MiEF42(0)) 1,141 10,604 - - - - (3,304) - = - 8,441 - 8,441
Issue of shares under placing %E?EEE R
(Note 42(a)) (GEZYEN 52,765 992,525 - - - - - - - - 1,045290 - 1,045290
Share issue expenses BRI ETRX - (14,774 - - - - - - - - (14774 - (14778
Lapse of share options BRRER - - - 199 - - (199) - - - - - -
Acquisition of a subsidiary - AR
(Note 45) (HiFH45) - - - - - - - - - - - 10,623 10,623
Dilution of interests in ENNELAER
subsidiaries - - - - - - - - 3 - 3 9 =
Disposal of subsidiaries HEHBAR
(Note 46) (e 146 - - - - - - - - - - - 38 38
Dividends recognised as BkZRE
distrioution (Note 16) (Fi316) = (11,724) - - - - - - - - (11,724) - (11,724)
Appropriation to statutory EEREEZAR
reserve funds - - 8,039 (8,039 = = = = = = = = =
Capital contribution by FERBRELE
non-controlling shareholders - - - - - - - - - - - 5,300 5,300
Recognition of equity-settled ~ BRiZEHEE
share-based payments DY G ERPARE S - - - - - - 43,999 - - - 43,999 - 43,999
Recognition of equity component #2 AT &4
of convertiole bond (Note 39) #2553 ( Fii3£39) - - - - - - - 23,206 - - 23,206 - 23,206
At 31 December 2015 RZE-1F
+=A=+-AR 321,642 1,665,026 33,106 588,524 2,892 11,549 47,300 23206  (125,035) 40,000 2,608,210 24376 2,632,586
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Consolidated Statement of Changes in Equity

& A HE =S 454
e EEEEIE
For the year ended 31 December 2016 #HZEZEZ—ZT—"E+_A=+—HILFE

Attributable to owners of the Company

AAAREAER
Equity
Share-  component
Investment based of Consideration Non-
Share Share Statutory Retained revaluation Exchange payment convertible Capital Special payables controlling Total
capital premium reserve profits reserve reserve reserve bonds reserve reserve reserve Total interests equity
HRf  THRES
[z RiER EEdE REEH  REBHEE ERel XHRRRE RE3H fed 1] HURE EAREEE i FERER BaeE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AE®Tn  AREFR  ARETRZ  ARETR AR®FR  ARETR  ARETZ  ARETz  ARETR  ARETR  ARETR  AREIR ARETR ARETR
(Note (a)) (Note (b)) (Note (c)) (Note (d)) (Note (¢)) (Note (f))
(Hat(a)) (GED) (W) (&) (Hatle) (&)
At1 January 2016 RZ% -A 321,642 1,665,026 33,106 588,524 2892 11,549 471,300 23,206 (125,035) 40,000 - 2608210 24316 2,632,586
Profit for the year FEEH - - - 301,122 - - - - - - - 301,122 4,125 342,047
Other comprehensive income~ FFEfH2ERA
(expense) for the year (A%)
Exchange differences on SEENR
ranslating foreign EXZE
operations - - - - - 61,092 - - - - - 61,092 54 61,146
Change in fair value of
avallable-for-sale
investments (Note 22(b)) - - - - (2.892) - - - - - - (2,892 - (2892
Total comprehensive income
(expense) for the year - - - 301,122 (2892 61,02 - - - - - 359,322 H,179 400,501
Issue of shares upon
exercise of share options
(Note 42(c) 967 22,69 - - - - (4,530) - - - - 19,133 - 19,133
Lapse of share options - - - 14717 - - (1,417) - - - - - - -
Acquisttion of an assoclate
(Note 421f) (Rizk42) 21,557 666,101 - - - - - - - - - 687,658 - 687,658
Acquiston of a subsidiay  WENEBLF
(Note 421g) and 45) (Fizk42(e)eds) 9,522 409,459 - - - - - - - - - 418,081 (27,5%) 391,445
Acquisiion of a subsidiary ~ BASHRAKELRE
by contingent share —f |
consideration (Note 45) - - - - - - - - - - 155,502 155,502 2,555 158,057
Acquisttion of additional interest
in a subsiciary (Note 42(¢))
3,042 104941 - - - - - - (190,619) - - (62,636) 5,163 (17413
Fair value of put option of non-
controling interests (Note 45) 18 (HzE45) - - - - - - - - (276,075) - - (276,075) - (276,075)
Appropriation fostetutory A EESZ AR
resenve funds - - 3,463 (3,463) - - - - - - - - - -
Recognition of equity-setted B2 EEREE MG
share-based payments FGPAG - - - - - - 109,986 - - - - 109,086 - 109,986
Recogniton of ARfES
equity component of (Mizkag)
convertible bond (Note 39) - - - - - - - 147,634 - - - 147,634 - 147,634
Conversion of convertble ~ EHR AR EH
bonds (Note 42(g) (Mit42) 1529 51,856 - - - - - (5,257) - - - 48128 - 48128
At 81 December 2016 7
tZA=+-R 358,259 2,020,079 36,569 887,660 - 72641 161,219 165,583 (591,729) 40,000 155,502 4,195,843 45,737 4,241,580
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Consolidated Statement of Changes in Equity

=
o

SHE@mEEE

For the year ended 31 December 2016 #HZEZE—ZT—NFE+_A=+—HILFE

Notes:

(a)

(b)

(c)

(d)

Share premium

Under the Companies Law of the Cayman Islands (2009 Revision),
the share premium of the Company may be applied for payment of
distributions or dividends to shareholders provided that immediately
following the date on which the distribution or dividend is proposed
to be paid and the Company is able to pay debts as they fall due in
the ordinary course of business. During the year ended 31 December
2015, dividends were funded out of its share premium.

Statutory reserve

In accordance with the relevant regulations applicable in the People’s
Republic of China (the “PRC”), companies established in the PRC are
required to transfer at least 10% of their statutory annual profits after
tax in accordance with the relevant statutory rules and regulations
applicable to enterprises in the PRC to the statutory reserve until the
balance of the reserve reaches 50% of their respective registered
capital. Subject to certain restrictions as set out in the relevant PRC
regulations, the statutory reserve may be used to offset against
accumulated losses of the respective PRC companies. The amount of
the transfer is subject to the approval of the board of directors of the
respective PRC companies.

Investment revaluation reserve

The investment revaluation reserve represents accumulated gains and
losses arising on the revaluation of available-for-sale investments that
have been recognised in other comprehensive income/(expense), net
of amounts reclassified to profit or loss when those investments have
been disposed of or are determined to be impaired.

Capital reserve

The capital reserve of the Group represents the difference between the
amount by which the non-controlling interests are adjusted and the fair
value of the consideration paid or received arising from changes in the
Group’s ownership interests in existing subsidiaries that do not result
in the loss of control and are accounted for as equity transactions.
In addition, a fair value of put option amounting to RMB276,075,000
exercisable by non-controlling shareholders was recorded for the year
ended 31 December 2016, as detailed in note 45 to the consolidated
financial statements.
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(e)
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2016 & Z_—Z

Special reserve

The special reserve represented the difference between the aggregate
amount of paid-in capital of Ever Step Holdings Limited (“Ever Step”),
a wholly owned subsidiary, and E/&EBHEEZEHR A A (‘LEE
;8") and the amount of share capital of the Company |ssued to Kaiser
Capital Holdings Limited (‘Kaiser Capital”) and Jiefang Media (UK) Co.
Limited (“Jiefang Media”), which are 100% owned by the controlling
shareholders, in 2010 in exchange for the entire equity interests in
the above companies as part of the reorganisation completed on 25
February 2010 to rationalise the Group’s structure in preparation for
the listing of the Company’s shares on the Growth Enterprises Market
(“GEM”) of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

Consideration payables reserve

Consideration payable reserve represented the fair value of share
consideration payable amounting to RMB155,502,000 for the
acquisition of 51% equity interest over Shenzhen Qiyuan Tianxia
Technology Company Limited (“Qiyuan”) at the acquisition date, as
detailed in note 45 to the consolidated financial statements. The
amount represented the fair value of 51,150,640 (before the effect of
share subdivision) shares to be issued in case the Qiyuan’s audited
consolidated net profit exceeds RMB50,000,000 in the year of 2016.
In the opinion of directors, the Company determined to issue the said
fixed number of share as abovementioned and would request for the
monetary compensation as defined in details of the transaction which
are set out in the Company’s announcement dated 1 February 2016 if
Quyuan cannot achieve the abovementioned net profit.

(e)

CAREEDE

—RNETZA=t—HLEHFE

5 B % £

FRlfE I E2ENEBERARKEERERA
(kD R EERBHEEERATE ( U:xiﬁLJ )
MR EAEBEREARRR T M EHE
BRERAR ([248]) RERER (RE)AERA
T(Fﬁmﬂzfﬁﬁ%) (HRZERRREERR)ETIA
B ERAREMRAERIERRN T —FF =
H +£Elnﬁ)627%#ﬁﬁﬁzl§‘§l2 ABAEHEA
RABMNEBBERZMERRA ([BRAT])
RIZER ([BIFR ) EREAN —BOHRAE
BB ERR -

FEfH R E RS

JERT R B R FE A U B8 B HA mt U BE R YIl R
BRRTREHEAER AR ([RIR]) Z251%% #
&t 2 B (0 R AB A B A R #155,502,000
TG sF AR B B TS 3Rk B 745  sZ 3K IR 4R
Eﬁﬁ%:§*ﬁ¢2@%VﬁAmﬂ@ﬁ
BiE A K ¥50,000,0007T 2 155 T 45 F 21T
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218 D - R IR AR iWLLW“ﬁﬁ
FR A ERFENARRBEHRS-T—X
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Consolidated Statement of Cash Flows

— Ay~ — 1
gméfﬁ./i\lﬁi%c

For the year ended 31 December 2016 #HZEZE—ZT—"FE+_A=+—HILFE

2016 2015
ZE-RE —T—hF
RMB’000 RMB’000
AR¥ET T ARET T
OPERATING ACTIVITIES K Aa?}\ /jlf_ @j
Profit before tax BRA%Am Al 426,685 119,284
Adjustments for: S NI R IR
Depreciation e 8,693 5,678
Amortisation B 5 9,982 -
Interest expenses B 238,184 101,530
Interest income 7B WA (15,937) (17,157
Government grants BT 2 B W A (2,581) (4,277)
Net (gain) loss on disposal of & B N’

plant and equipment (W) E518 F58 4 (1086)

Net gain on disposal of intangible assets  H & B & &E 2

Yo &5 % 2R 9 (5,216) -
Gain on disposal of subsidiaries HE A A2 K (37) (42,091)
Loss on deemed disposal of BIELE — =LA

an associate L 518 2,029 -

Loss on disposal of an associate HE—HBERRZ

18 L 797 -
Gain on settlement of convertible bond & {3 7] #2 i% {& 55 U 25 - (7,595)
Share-based payment expenses PARRAD S 5 2 2 i 109,986 43,999
Fair value change of provision for BMEEREHEZ

financial guarantee N¥EES . 10,893 =
Change in fair value of investment KEMEZ N EE

property - 1,000
Fair value change of preference share e ENSIEET s NS |

of a subsidiary B ‘ 461 -
Change in fair value of derivative and PTAET AR A AR

embedded derivative components of ZAETET B

convertible bond LR EE S 208 7,877
Loss on disposal of held EREEE

for trading investment wE ke - 94
Fair value change of held for RIEEEKREZ

trading investment R EES 3,018 (52)
Fair value change of derivative MEEBMTHEY

financial instruments DY EEY - (33)
Inputed interest on corporate bonds NAEH 2 HERE (7,431) =
Share of results of associates ) dNGIE 3 (45,747) (6,024)
Share of results of joint ventures BEeEtEXS - 6,230
Impairment loss recognised on trade BhE 2 WK [ E At

receivables and other receivables JE W FRIAHERR 2 BB

R i 4,744 2,084
(Reversal of impairment) impairment loss (% [5]) /7t & T 5%

recognised on loan receivables R ZBEER (641) 15,562
Impairment loss recognised on BT EERRLZ

intangible assets BERE 999 3,821
Impairment loss recognised on goodwill Bt B 2R 2 R EE 18 - 8,919
Operating cash inflows before ZEESEYHIN

movements in working capital LERE A 739,093 239,643
Increase in trade receivables B 5 e Wk IE i (117,218) (21,361)
Increase in loan receivables FE WS ZRIE N (1,115,248) (1,390,967)
Decrease (increase) in prepayments and 815 B 70 &% H {th &

other receivables RIER, A (32 0) 53,437 (39,665)
(Decrease) increase in funds payables A E RN RE R

and amounts due to customers AN S5

R ) 12N (287,199) 221,462
Decrease in accruals and other T -8 Y]

payables RERD (17,055) (110,165)
Increase in held for trading investments ~ #1EE &% & & N (17,502) (9,060)
Decrease (increase) in bank balance RITAE RS (3EA0)

— trust account —{55EER 287,199 (221,462)
Cash used in operations KEFAEE (474,493) (1,331,575)
Income tax paid BIFEH (52,841) (29,263)

NET CASH USED IN KEEBMAR TR
OPERATING ACTIVITIES (527,334) (1,360,838)
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Consolidated Statement of Cash Flows

|
n|7]_ | Iﬁ: G Uil’l-: == %
For the year ended 31 December 2016 HE_-_Z—"FE+_A=+—HIFE
2016 2015
—E-—RE —T-hF
NOTES RMB’000 RMB’000
B 5 AR®F T AREF T
INVESTING ACTIVITIES KREEE
Purchase of plant and equipment BERE LE&E (38,367) (2,372)
Purchase of intangible assets HBERTEE (71,114) a
Advance to joint ventures A& & ERK (1,670) (8,055)
Repayment from (advance to) Eﬁ [e/NGIE iam
related companies (RIEAE R R EF) 7,990 (7,778)
Advance to associates Bk E=WNCIE-! iﬂ K (220) 911)
Repayment from non-controlling FEE AR AR BRI 5K
shareholders - 4,001
Repayment from amount due from FEU AT B A Rl FRIE 2
former subsidiaries B - 24,849
Repayment from amount due from a JE U5 AT 4 H
disposed available-for-sale investee TENBIFHIBZER - 59,017
Proceeds from deferred cash HENBARZ
consideration of disposal of EERSNRE
subsidiaries F1S5I8 - 73,445
Acquisition/establishment of associates U BE B 37 B & A 7] (8,494) (53,980)
Acquisition of an available-for-sale WAl i H SR E
investment (247,169) (50,000)
Settlement of consideration payable for &5t £ —&F 2 %5
previous year's business combination GHEN ZRE = 2,741)
Deposit paid for acquisition of an Wig—fEE N Rl2
associate BEfZEE - (160,000)
Proceeds from disposal of intangible HEETEEZ
assets P18 k38 6,981 779
Proceeds from disposal of plant and HEME kEHE 2
equipment FrS I8 - 984
Proceeds from disposal of an HEAHEEERE
available-for-sale investment P13 k38 34,460 1,058
Proceeds from disposal of HE—HEE AR Z
an associate P13 k38 4,000 -
Net cash (outflow) inflow on LERBRARRE
disposal of subsidiaries O ) mAF 58 46 7) 34,702
Net cash outflow on acquisition W B A RIRE
of subsidiary it R B 45 (232,292) (58,929)
(Placement) withdrawal in pledge bank A ER1T1E K
deposits ($n),m A (252,805) 30,008
Interest income received 2 U A B U A 19,396 13,698
NET CASH USED IN INVESTING RERSAAEECFR
ACTIVITIES (779,311) (102,225)
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For the year ended 31 December 2016 HZE_-_Z—"NFE+_A=1+—HIFE

2016 2015
—E-—RE —T—hF
NOTE RMB’000 RMB’000
B 5 AR®F T ARBTT
FINANCING ACTIVITIES Al ﬁ;ﬁ o)
Proceeds from issue of shares BTG 2 FTS RIE - 1,045,290
Proceeds from exercise of option 1T1E BiRE 2 TS 50 19,133 8,441
Share issue expenses paid BEBITRMAX - (14,774)
Advance from non-controlling BB
shareholders FE 12 PR AR R 488 395
(Repayment to) advance from ([EEERARER)
related companies R BEBER A (9,775) 10,802
New loans raised MEBER 1,726,274 918,088
Proceeds from issue of corporate BIRRESHFEEZ
bonds raised FR1S3RI8 90,000 14,651
Proceeds from issue of convertible BOOBERES
bonds FR1S3RI8 1,245,631 236,419
Expenses paid on issue of convertible BEZETIBRES
bonds = (16,475) (1,066)
Repayment of borrowings BEEBNK (790,217) (338,851)
Repayment of corporate bonds EEARES (171,160) -
Repayment of obligations EEREHEETI2E
under finance lease £ (2,203) (14)
Government grants received B U B AT =B, 2,581 4,277
Dividends paid BAIRE - (11,724)
Consideration paid for acquisition of E—HREARZ
additional interests in a subsidiary HIMERSITZRE 45 (77,473) -
Capital injection from non-controlling REFERER ZTE
interests - 5,300
Interests paid on corporate bonds BENARESFFE (9,418) (19,089)
Interests paid on convertible bonds BT AR E S B (46,002) (7,885)
Interests paid on bank and BATIRTT R
other loans HE M ERFE (55,907) (42,947)
NET CASH FROM BMEEEFRF
FINANCING ACTIVITIES H&FE 1,905,477 1,807,313
NET INCREASE IN CASH AND CASH B2 kReFEIER
EQUIVALENTS 12 03 R 598,832 344,250
Effect of foreign exchange SNPEDE R BB v 5o 2
rate changes 19,544 5,250
CASH AND CASH EQUIVALENTS AT R—A—BHR& R
1 JANUARY ReFHEHEAR 615,015 265,515
CASH AND CASH EQUIVALENTS AT~ R+=A=+—H#
31 DECEMBER, represented by bank  H & kIR E&EEEH
balances and cash AIRTT R IR 2 5 7R 1,233,391 615,015
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 & ZE % —

GENERAL INFORMATION AND BASIS
OF PRESENTATION

The Company was incorporated in the Cayman Islands
on 4 January 2010 as an exempted company with limited
liability under the Companies Law, Cap 22 (Law 3 of 1961,
as consolidated and revised) of the Cayman Islands and its
shares are listed on the Growth Enterprise Market of The
Stock Exchange of Hong Kong Limited. Mr. Zhang Zhenxin
is the substantial shareholder of the Company. The address
of the registered office and principal place of business of the
Company are disclosed in the corporate information section of
the annual report.

The financial statements are presented in Renminbi (“RMB”).
Other than those subsidiaries established in the People’s
Republic of China (the “PRC”) and certain subsidiaries of which
primary sources of revenues are dividends which are derived
from the operation of its major subsidiary operating in Mainland
China, whose functional currency is RMB, the functional
currency of the Company and its subsidiaries is Hong Kong
dollars (“HK$”). The functional currency of the Company is
HK$, which is different from the presentation currency, RMB.
As the Company and its subsidiaries (hereinafter collectively
referred to as the Group”) mainly operate in the PRC, the
directors of the Company consider that it is appropriate to
present the consolidated financial statements in RMB.

The Company'’s principal activities during the year are provision
of consultancy service and investment holding. The principal
activities of the subsidiaries are set out in note 50(a).
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Notes to the Consolidated Financial Statements

r & B 15 R 3R Bl &

For the year ended 31 December 2016 #HZEZE—ZT—"FE+_A=+—HILFE

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (Continued)

Amendments to HKFRSs Annual Improvements to
HKFRSs 2012 — 2014 Cycle

Amendments to HKAS 1 Disclosure Initiative

Amendments to HKAS 16 Clarification of Acceptable
and HKAS 38 Methods of Depreciation and
Amortisation
Amendments to HKAS 27  Equity Method in Separate
Financial Statements
Amendments to HKFRS 10, Investment Entities: Applying the
HKFRS 12 and HKAS 28 Consolidation Exception

Amendments to HKFRS 11 Accounting for Acquisitions of
Interests in Joint Operations

The application of the amendments to HKFRSs in the current
year has had no material impact on the Group’s financial
performance and positions for the current and prior years and/
or on the disclosures set out in these consolidated financial
statements.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016 #HZEZEZ—ZT—"E+_A=+—HILFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (Continued)

New and revised HKFRSs issued but not
yet effective

The Group has not early applied the following new and revised
HKFRSs that have been issued but are not yet effective:

HKFRS 9 (2014) Financial Instruments?

HKFRS 15 Revenue from Contracts with
Customers?

HKFRS 16 Leases®

Amendments to HKAS 7 Disclosure Initiative'

Amendments to HKAS 12  Recognition of Deferred Tax
Assets for Unrealised Losses'

Amendments to HKFRS 10 Sale or Contribution of

and HKAS 28 Assets between an Investor

and its Associate or Joint
Venture*

Amendments to HKFRS 2 Classification and Measurement
of Share-based Payment
Transactions?

Amendments to HKFRS 4 Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts

L Effective for annual periods beginning on or after 1 January

2017.

2 Effective for annual periods beginning on or after 1 January
2018.

9 Effective for annual periods beginning on or after 1 January
2019.

4 Effective date not yet been determined.

The directors of the Company anticipate that, except as
described below, the application of other new and revised
HKFRSs will have no material impact on the results and the
financial position of the Group.
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For the year ended 31 December 2016 &&= —=

2.

SRR EA KR

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (Continued)

HKFRS 9 (2014) Financial Instruments

HKFRS 9 issued in 2009 introduces new requirements for the
classification and measurement of financial assets. HKFRS
9 was amended in 2010 and includes the requirements for
the classification and measurement of financial liabilities
and for derecognition. In 2013, HKFRS 9 was further
amended to bring into effect a substantial overhaul of hedge
accounting that will allow entities to better reflect their risk
management activities in the financial statements. A finalised
version of HKFRS 9 was issued in 2014 to incorporate all
the requirements of HKFRS 9 that were issued in previous
years with limited amendments to the classification and
measurement by introducing a “fair value through other
comprehensive income” (“FVTOCI”) measurement category
for certain financial assets. The finalised version of HKFRS 9
also introduces an “expected credit loss” model for impairment
assessments.

Key requirements of HKFRS 9 (2014) are described as follows:

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

For the year ended 31 December 2016 & &

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSSs”) (Continued)

HKFRS 9 (2014) Financial Instruments

.-vT |=|7 7]'%%#&% Bﬁ

A= S = — EIJtiE

ERAMFTRZRIESTEEBME
ﬁj&;ﬁﬁﬂ ([FEMBHREE
Al ) )

EEMBRELENESR (ZF

(Continued)

With regard to the measurement of financial liabilities
designated as at fair value through profit or loss, HKFRS
9 (2014) requires that the amount of change in the
fair value of the financial liability that is attributable to
changes in the credit risk of that liability is presented
in other comprehensive income, unless the recognition
of the effects of changes in the liability’s credit risk in
other comprehensive income would create or enlarge
an accounting mismatch in profit or loss. Changes in
fair value of financial liabilities attributable to changes in
the financial liabilities’ credit risk are not subsequently
reclassified to profit or loss. Under HKAS 39, the entire
amount of the change in the fair value of the financial
liability designated as fair value through profit or loss was
presented in profit or loss.

In the aspect of impairment assessments, the impairment
requirements relating to the accounting for an entity’s
expected credit losses on its financial assets and
commitments to extend credit were added. Those
requirements eliminate the threshold that was in HKAS
39 for the recognition of credit losses. Under the
impairment approach in HKFRS 9 (2014) it is no longer
necessary for a credit event to have occurred before
credit losses are recognised. Instead, expected credit
losses and changes in those expected credit losses
should always be accounted for. The amount of expected
credit losses is updated at each reporting date to reflect
changes in credit risk since initial recognition and,
consequently, more timely information is provided about
expected credit losses.
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For the year ended 31 December 2016 #HZEZE—ZT—NFE+_A=+—HILFE

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (Continued)

HKFRS 9 (2014) Financial Instruments
(Continued)

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

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

The directors of the Company anticipate that the adoption of
HKFRS 9 (2014) in the future may have significant impact on

amounts reported in respect of the Group’s financial assets
and financial liabilities.

Regarding the Group’s financial assets, it is not practicable

to provide a reasonable estimate of that effect until a detailed
review has been completed.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 & ZE % —

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (Continued)

HKFRS 15 Revenue from Contracts with
Customers

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

i) Identify the contract with the customer;
ii) |dentify the performance obligations in the contract;
i) Determine the transaction price;

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

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

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

HKFRS 15 will supersede the current revenue recognition
guidance including HKAS 18 Revenue, HKAS 11 Construction
Contracts and the related Interpretations when it becomes
effective.
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For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE

2.

181

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (Continued)

HKFRS 15 Revenue from Contracts with
Customers (Continued)

HKFRS 15 will become effective for annual periods beginning
on or after 1 January 2018 with early application permitted.
The directors of the Company anticipate that the application
of HKFRS 15 in the future may have a material impact on
the amounts reported and disclosures made in the Group’s
consolidated financial statements. However, it is not practicable
to provide a reasonable estimate of the effect of HKFRS 15
until the Group performs a detailed review.

HKFRS 16 Leases

HKFRS 16 provides a comprehensive model for the
identification of lease arrangements and their treatment in the
financial statements of both lessors and lessees.

In respect of the lessee accounting, the standard introduces a
single lessee accounting model, requiring lessees to recognise
assets and liabilities for all leases with the lease term of more
than 12 months, unless the underlying asset has a low value.

At the commencement date of the lease, the lessee is required
to recognise a right-of-use asset at cost, which consists of
the amount of the initial measurement of the lease liability,
plus any lease payments made to the lessor at or before the
commencement date less any lease incentives received, the
initial estimate of restoration costs and any initial direct costs
incurred by the lessee. A lease liability is initially recognised at
the present value of the lease payments that are not paid at
that date.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 & ZE_—Z —

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

HKFRS 16 Leases (Continued)

Subsequently, the right-of-use asset is measured at cost
less any accumulated depreciation and any accumulated
impairment losses, and adjusted for any remeasurement of
the lease liability. Lease liability is subsequently measured
by increasing the carrying amount to reflect interest on the
lease liability, reducing the carrying amount to reflect the lease
payment made, and remeasuring the carrying amount to reflect
any reassessment or lease modifications or to reflect revised in-
substance fixed lease payments. Depreciation and impairment
expenses, if any, on the right-of-use asset will be charged to
profit or loss following the requirements of HKAS 16 Property,
Plant and Equipment, while interest accrual on lease liability will
be charged to profit or loss.

In respect of the lessor accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in HKAS
17. Accordingly, a lessor continues to classify its leases as
operating leases or finance leases, and to account for those
two types of leases differently.

HKFRS 16 will supersede the current lease standards including
HKAS 17 Leases and the related Interpretations when it
becomes effective.

HKFRS 16 will be effective for annual periods beginning on or
after 1 January 2019 with early application permitted provided
that the entity has applied HKFRS 15 Revenue from Contracts
with Customers at or before the date of initial application of
HKFRS 16. The directors of the Company are in the process of
assessing their impact on the consolidated financial statements
of these requirements. However, it is not practicable to provide
a reasonable estimate of the effect until the Group performs a
detailed review.
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For the year ended 31 December 2016 #HZEZE—ZT—NFE+_A=+—HILFE

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

Amendment to HKAS 7 Disclosure
Initiative

The amendments require entities to provide disclosures that
enable users of financial statements to evaluate changes
in liabilities arising from financing activities, including both
changes arising from cash flows and non-cash changes. The
amendments do not prescribe a specific method to fulfil the
new disclosure requirements. However, the amendments
indicate that one way is to provide a reconciliation between
the opening and closing balances for liabilities arising from
financing activities.

Amendments to HKAS 7 will become effective for annual
periods beginning on or after 1 January 2017 with early
application permitted.

The directors of the Company anticipate that the application
of Amendments to HKAS 7 will result in additional disclosures
on the Group’s financing activities, especially reconciliation
between the opening and closing balances in the consolidated
statement of financial position for liabilities arising from
financing activities will be provided on application.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
issued by the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by the Rules
Governing the Listing of Securities on the GEM of the Stock
Exchange (the “GEM Listing Rules”) and by the Hong Kong
Companies Ordinance.

The consolidated financial statements have been prepared on
the historical cost basis except for certain financial instruments
and investment property that are measured at fair values, as
explained in the accounting policies below. Historical cost is
generally based on the fair value of the consideration given in
exchange for goods and services.
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Notes to the Consolidated Financial Statements

or 5 M B R R M A

For the year ended 31 December 2016 #HZEZE—ZT— R "E+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

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

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

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

° Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the asset

or liability, either directly or indirectly; and

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

The principal accounting policies are set out below.

EREFTHEER (@)

RFEENFTERRTIZ2RERRERF
RHPHEEEMBBBERABASINZ
B MAwmZER S BERBERGHKA
EREMEEAG REFEEXARE
ZRFER AREEERZEMS2EE
R EEHRHEENRBTERMEBRZE
ELBBEZRH -NZFEEMBRRPIE
AEBRRBERSR Z AFET R EE
EE HEATEERIN BREEVBRSE
R FE25R SR A 2 PARD BT RERE 2 R
5 BREAGENFITREENZEE
RS UREFEBRAFEZFAEFERL
B ZBEXIFATFE flInEE 2R
FoSR 2 A B EFEXF B G ERIFI65R
ZfEREE-

SN B HREmMS - A FEFENBF
— B oRF = MFER BN IRE
HYEn A BREE RZBBEH QA EFE
MERSRM  EftdmT:

s FARBEBEZERBNGEAHAE
BmE LHREERREESHNRE
(REHE)

s F_ARBEBEEE-AMEEZERE
PN A EER BRI REEXAR
ZEHMESHOEIE: &

s FZRBEBEIATKBEREEXRE
FY B R T JE 1S B B

ETREFTHRINT X

£#@2016. pEESREERERAT 184



Notes to the Consolidated Financial Statements

HV-F

For the year ended 31 December 2016 &&= —=

3.

SRR EA KR

(Continued)

Basis of consolidation

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

° has power over the investee;

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

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

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

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

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

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

o rights arising from other contractual arrangements; and

o any additional facts and circumstances that indicate that
the Group has, or does not have, the current ability to
direct the relevant activities at the time that decisions
need to be made, including voting patterns at previous
shareholders’ meetings.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 & &

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Basis of consolidation (Continued)

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

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

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in
line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses
are eliminated on consolidation.

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein.

Change in the Group’s ownership interests
in existing subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries that do not result in the Group losing control over
the subsidiaries are accounted for as equity transactions.
The carrying amounts of the Group’s interests and the non-
controlling interests are adjusted to reflect the changes in their
relative interests in the subsidiaries. Any difference between
the amount by which the non-controlling interests are adjusted
and the fair value of the consideration paid or received is
recognised directly in equity and attributed to owners of the
Company.
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For the year ended 31 December 2016 &&= —=

3.

SRR EA KR

(Continued)

Change in the Group’s ownership interests
in existing subsidiaries (Continued)

When the Group loses control of subsidiaries, it (i) derecognises
the assets and liabilities of the subsidiaries at their carrying
amounts at the date when control is lost, (i) derecognises the
carrying amount of any non-controlling interests in the former
subsidiaries at the date when control is lost (including any
components of other comprehensive income attributable to
them), and (i) recognises the aggregate of the fair value of
the consideration received and the fair value of any retained
interest, with any resulting difference being recognise as a
gain or loss in profit or loss attributable to the Group. The fair
value of any investment retained in the former subsidiaries at
the date when control is lost is regarded as the fair value on
initial recognition for subsequent accounting under HKAS 39
Financial Instruments: Recognition and Measurement or, when
applicable, the cost on initial recognition of an investment in
associates or joint ventures.

Business combinations

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

or 5 M B R R M A

For the year ended 31 December 2016 #HZEZE—ZT— R "E+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Business combinations (Continued)

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

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

° liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to
replace share-based payment arrangements of the
acquiree are measured in accordance with HKFRS 2
Share-based Payment at the acquisition date (see the
accounting policy below);

o and assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 Non-current assets
Held for Sale and Discontinued Operations are measured
in accordance with that standard.

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

EREFTHEER (@)

(B EH @

RUsHE B E - PrIRB ml BRI B E R TR HE B
B E A FERER TR

«  EEBUAAENAMNREIREEER
RHAM L AER R EDIREES
BEHERIZ 1S A SRR BB RIHE
RIS 19% | BB FIR R E

o RUBRH WUETT AR RER
R B A £ B AR ) A E TR e
R BRI B 77 AR ) S E T Y
MLz AERBET R BRIEER
7B B 75 R o5 YR R S8 258 [ DARRAn A EL
2 FTE (R TXEEBE)

o REBFEVBHREERESRIFIELE
ZHRBEEMRCRILEEXBE DR
RFEHEZEE (RHEHES) BRI

AT E -

BEEAME R Z KB IHERE RN
BrRheBEREELD NEREREES
fan 2 NFE (208 ) 248 BT RE Z 7T
BRI BERMAE Z BERKER R FE
% P ZFEEME - MEBERR K
BB EERMARARERKEENZ
FERRER ARE FFERERR IS
AHAEEERREL NERA KB #
B AVE (IE) 2 B - RIZREEIRE
m AR A E R

w2016 pEESREERERAT 188



Notes to the Consolidated Financial Statements

HV-F

For the year ended 31 December 2016 &&= —=

3.

SRR EA KR

(Continued)

Business combinations (Continued)

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

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

The subsequent accounting for changes in the fair value of the
contingent consideration that do not qualify as measurement
period adjustments depends on how the contingent
consideration is classified. Contingent consideration that is
classified as equity is not remeasured at subsequent reporting
dates and its subsequent settlement is accounted for within
equity. Contingent consideration that is classified as an asset
or a liability is remeasured at subsequent reporting dates in
accordance with HKAS 39 with the corresponding gain or loss
being recognised in profit or loss.
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Notes to the Consolidated Financial Statements

or 5 M B R R M A

For the year ended 31 December 2016 #HZEZE—ZT— R "E+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Goodwill

Goodwill arising on an acquisition of a business is carried at
cost as established at the date of acquisition of the business
(see the accounting policy above) less accumulated impairment
losses, if any.

For the purposes of impairment testing, goodwill is allocated
to each of the Group’s cash generating unit (the “CGU") (or
groups of CGU) that is expected to benefit from the synergies
of the combination.

A CGU to which goodwill has been allocated is tested for
impairment annually or more frequently when there is indication
that the unit may be impaired. For goodwill arising on an
acquisition in a reporting period, the CGU to which goodwill
has been allocated is tested for impairment before the end of
that reporting period. If the recoverable amount of the CGU is
less than its carrying amount, the impairment loss is allocated
first to reduce the carrying amount of any goodwill allocated
to the unit and then to the other assets of the unit on a pro-
rata basis based on the carrying amount of each asset in the
unit. Any impairment loss for goodwill is recognised directly in
profit or loss. An impairment loss recognised for goodwill is not
reversed in subsequent periods.

On disposal of the relevant CGU, the attributable amount of
goodwill is included in the determination of the amount of profit
or loss on disposal.

Investments in associates and joint
ventures

An associate is an entity over which the Group has significant
influence. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is
not control or joint control over those palicies.
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3.

191

SRR EA KR

(Continued)

Investments in associates and joint
ventures (Continued)

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

The results and assets and liabilities of associates and joint
ventures are incorporated in these consolidated financial
statements using the equity method of accounting. The
financial statements of associates and joint ventures used
for equity accounting purposes are prepared using uniform
accounting policies as those of the Group for like transactions
and events in similar circumstances. Under the equity method,
an investment in an associate or a joint venture is initially
recognised in the consolidated statement of financial position
at cost and adjusted thereafter to recognise the Group’s share
of the profit or loss and other comprehensive income of the
associate or joint venture. When the Group’s share of losses
of an associate or joint venture exceeds the Group’s interest
in that associate or joint venture (which includes any long-
term interests that, in substance, form part of the Group’s
net investment in the associate or joint venture), the Group
discontinues recognising its share of further losses. Additional
losses are recognised only to the extent that the Group has
incurred legal or constructive obligations or made payments on
behalf of the associate or joint venture.

An investment in an associate or a joint venture is accounted
for using the equity method from the date on which the
investee becomes an associate or a joint venture. On
acquisition of the investment in an associate or a joint venture,
any excess of the cost of the investment over the Group’s
share of the net fair value of the identifiable assets and liabilities
of the investee is recognised as goodwill, which is included
within the carrying amount of the investment. Any excess of the
Group’s share of the net fair value of the identifiable assets and
liabilities over the cost of the investment, after reassessment, is
recognised immediately in profit or loss in the period in which
the investment is acquired.
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For the year ended 31 December 2016 #HZEZE—ZT—NE+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Investments in associates and joint
ventures (Continued)

After application of the equity method, including recognising
the associate’s or joint venture’s losses (if any), the Group
determines whether it is necessary to recognise any additional
impairment loss with respect to its investment in the associate
or joint venture. Goodwill that forms part of the carrying
amount of an investment in an associate or a joint venture is
not separately recognised. The entire carrying amount of the
investment (including goodwill) is tested for impairment as
a single asset by comparing its recoverable amount (higher
of value in use and fair value less costs of disposal) with its
carrying amount. Any impairment loss recognised forms part
of the carrying amount of the investment in the associate or
joint venture. Any reversal of that impairment loss is recognised
to the extent that the recoverable amount of the investment
subsequently increases.

When the investment ceases to be an associate or a joint
venture upon the Group losing significant influence over the
associate or joint control over the joint venture, the Group
discontinues to apply equity method and any retained interest
is measured at fair value at that date which is regarded
as its fair value on initial recognition as a financial asset in
accordance with HKAS 39. Any difference between the fair
value of any retained interest and any proceeds from disposing
of a part interest in the associate or joint venture and the
carrying amount of the investment at the date the equity
method was discontinued is recognised in profit or loss. Any
amount previously recognised in other comprehensive income
in relation to that investment is reclassified to profit or loss or
retained earnings on the same basis as it would have been
required if the investee had directly disposed of the related
assets or liabilities.
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3. SIGNIFICANT ACCOUNTING POLICIES 3.

SRR EA KR

(Continued)

Investments in associates and joint
ventures (Continued)

When the Group’s ownership interest in an associate or a joint
venture is reduced, but the Group continues to apply the equity
method, the proportion of the gain or loss that had previously
been recognised in other comprehensive income relating to
that reduction in ownership interest is reclassified to profit or
loss if that gain or loss would be required to be reclassified to
profit or loss on the disposal of the related assets or liabilities.

When a group entity transacts with an associate or a joint
venture of the Group (such as a sale or contribution of assets),
profits and losses resulting from the transactions with the
associate or joint venture are recognised in the Group’s
consolidated financial statements only to the extent of interests
in the associate or joint venture that are not related to the
Group.
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SIGNIFICANT ACCOUNTING POLICIES 3. E X2 BK (@)

(Continued)

Plant and equipment

Plant and equipment are stated in the consolidated statement
of financial position at cost less subsequent accumulated
depreciation and accumulated impairment losses, if any.

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

An item of plant and equipment is derecognised upon disposal
or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising
on disposal or retirement of an item of plant and equipment is
determined as the difference between the sales proceeds and
the carrying amount of the asset and is recognised in profit or
loss.

Investment property

Investment property is property held to earn rentals and/or for
capital appreciation.

Investment property is initially measured at cost, including
any directly attributable expenditure. Subsequent to initial
recognition, investment property is measured at their fair
values. Gains or losses arising from changes in the fair value of
investment property are included in profit or loss for the period
in which they arise.

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn from
use and no future economic benefits are expected from its
disposals. Any gain or loss arising on derecognition of the
property (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included
in the profit or loss in the period in which the property is
derecognised.
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3.

SRR EA KR

(Continued)

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired
separately are carried at costs less accumulated amortisation
and any accumulated impairment losses, being their fair value
at the date of the revaluation less subsequent accumulated
amortisation and any accumulated impairment losses.

Amortisation for intangible assets with finite useful lives is
recognised on a straight-line basis over their estimated useful
lives. The estimated useful life and amortisation method are
reviewed at the end of each reporting period, with the effect of
any changes in estimate being accounted for on a prospective
basis. Intangible assets with indefinite useful lives that are
acquired separately are carried at cost less any subsequent
accumulated impairment losses (see the accounting policy in
respect of impairment losses on tangible and intangible assets
below).

Intangible assets acquired in a business
combination

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

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

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

or 5 M B R R M A

For the year ended 31 December 2016 #HZEZ—ZT—NE+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Impairment on tangible and intangible
assets other than goodwill (see the
accounting policy in respect of goodwill
above)

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets with
finite useful lives to determine whether there is any indication
that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment
loss, if any. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the CGU to which the asset belongs.
When a reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual
CGU, or otherwise they are allocated to the smallest group of
CGUs for which a reasonable and consistent allocation basis
can be identified.

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

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

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

Impairment on tangible and intangible
assets other than goodwill (see the
accounting policy in respect of goodwill
above) (Continued)

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

Cash and cash equivalents

Bank balances and cash in the consolidated statement of
financial position comprise cash at banks and on hand and
short-term deposits with a maturity of three months or less. For
the purpose of the consolidated statement of cash flows, cash
and cash equivalents consist of cash and short-term deposits
as defined above.

Bank balance - trust account and funds
payable and amounts due to customers

Bank balance — trust account and funds payable and amounts
due to customers relate primarily to the online third party
payments service segment and arise due to the time to clear
transactions through external payment networks. When
customers fund their account using their bank account, or
withdraw money to their bank account, there is a clearing
period before the cash is received or settled. Customer
balances are held under online platform as direct claims against
the online platform are reflected on the consolidated balance
sheet as an asset under “bank balance-trust account” and
“funds payable and amounts due to customers” as a liability at
the same time.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 & & —

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Financial instruments

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

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

Financial assets

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

Effective interest method

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

Interest income is recognised on an effective interest basis for
debt instruments.
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3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Financial assets at FVTPL has two subcategories, including
financial assets held for trading and those designated as at
FVTPL on initial recognition.

A financial asset is classified as held for trading if:

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

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

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

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

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

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

° it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 permits the entire
combined contract (asset or liability) to be designated as
at FVTPL.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016 #HZEZ—ZT—NE+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Financial assets at FVTPL are measured at fair value, with
changes in fair value arising on remeasurement recognised
directly in profit or loss in the period in which they arise. The net
gain or loss recognised in profit or loss excludes any dividend
or interest earned on the financial assets and is included in the
other income line item in the consolidated statement of profit or
loss and other comprehensive income. Fair value is determined
in the manner described in note 6.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. Subsequent to initial recognition, loans and
receivables (including trade receivables, loan receivables,
other receivables, amounts due from joint ventures, amounts
due from associates, amounts due from related companies,
amounts due from non-controlling shareholders, pledged bank
deposits, bank balance — trust account and bank balances and
cash) are carried at amortised cost using the effective interest
method, less any identified impairment losses.

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

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that
are either designated or not classified as financial assets at
FVTPL, loans and receivables or held-to-maturity investments.
The Group has designated the unlisted equity securities and
the debt element of an investment in convertible bond as an
available-for-sale investment on initial recognition of those
items.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. EXEFHEK (@)

(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Available-for-sale financial assets (Continued)

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

Available-for-sale equity financial assets 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 any identified
impairment losses at the end of each reporting period (see
accounting policy on impairment of financial assets below).

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for
indicators of impairment at the end of the reporting period.
Financial assets are considered to be impaired where there is
objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the
estimated future cash flows of the financial assets have been
affected.
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For the year ended 31 December 2016 #HZEZE—ZT—NE+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continuea)

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

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

o significant financial difficulty of the issuer or counterparty;
or

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

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

° the disappearance of an active market for that financial
asset because of financial difficulties.

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

For financial assets carried at amortised cost, the amount of
the impairment loss recognised is the difference between the
asset’s carrying amount and the present value of the estimated
future cash flows discounted at the financial asset’s original
effective interest rate.
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3.

SRR EA KR

(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continuea)

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

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

When an available-for-sale financial asset is considered to be
impaired, cumulative gains or losses previously recognised in
other comprehensive income are reclassified to profit or l0ss in
the period in which the impairment takes place.

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

For the year ended 31 December 2016 & &

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continuea)

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

Financial liabilities and equity instruments

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

Equity instruments

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

Financial liabilities at FVTPL

Financial liabilities, including the provision for financial
guarantee and preference shares of subsidiary are classified as
at FVTPL when the financial liabilities are either held for trading
or those designated as at FVTPL on initial recognition.
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Notes to the Cor]solidated Financial Statements
e TR T M S

For the year ended 31 December 2016 #HZE—ZT— NFE+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. EXEFHEK (@)

(Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments
(Continued)

Financial liabilities at FVTPL (Continued)
A financial liability is classified as held for trading if:

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

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

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

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

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

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

o it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 permits the entire
combined contract (asset or liability) to be designated as
at FVTPL.

Financial liabilities at FVTPL are measured at fair value, with any
gains or losses arising on remeasurement recognised directly in
profit or loss in the period in which they arise. The net gain or
loss is included in the other gains and losses line item in profit
or loss and excludes any interest paid on the financial liabilities.
Fair value is determined in a manner described in note 6.

For the put option liabilities on non-controlling interests are
measured at present value of exercise price and are recorded
in “Other financial liabilities” on acquisition date, with a
corresponding amount debited to “Capital reserve” within
equity of the Group. All subsequent changes in the carrying
amount of the “Other financial liabilities” are recorded in equity.
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Notes to the Consolidated Financial Statements

or &5 M B R R MY A

For the year ended 31 December 2016 #HZEZE—ZT—NE+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments
(Continued)

Other financial liabilities (other than the put option
liabilities as abovementioned)

Other financial liabilities, including accruals and other payables,
funds payables and amounts due to customers, amounts
due to non-controlling shareholders, amounts due to related
companies, borrowings, obligations under finance leases,
corporate bonds and liabilities component of convertible bond,
are subsequently measured at the amortised cost, using the
effective interest method.

Effective interest method

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

Interest expense is recognised on an effective interest basis.

Convertible bond

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

On initial recognition, the fair value of the liability component is
determined using the prevailing market interest of similar non-
convertible debts. The difference between the gross proceeds
of the issue of the convertible bond and the fair value assigned
to the liability component, representing the conversion option
for the holder to convert the loan notes into equity, is included
in equity (convertible bond equity reserve).
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Notes to the Consolidated Financial Statements

HV-F
For the year ended 31 December 2016 & & —=

3.

SRR EA KR

(Continued)

Financial instruments (Continued)

Convertible bond (Continued)

In subsequent periods, the liability component of the
convertible bond is carried at amortised cost using the
effective interest method. The equity component, representing
the option to convert the liability component into ordinary
shares of the Company, will remain in convertible bond equity
reserve until the embedded option is exercised (in which
case the balance stated in convertible bond equity reserve
will be transferred to share premium). Where the option
remains unexercised at the expiry date, the balance stated in
convertible bond equity reserve will be released to the retained
earnings. No gain or loss is recognised in profit or loss upon
conversion or expiration of the option.

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

Derecognition

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

or 5 M B R R M A

For the year ended 31 December 2016 #HZEZ—ZT—NE+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Financial instruments (Continued)

Convertible bond (Continued)

Derecognition (Continuead)

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the sum of
the consideration received and receivable and the cumulative
gain or loss that had been recognised in other comprehensive
income is recognised in profit or loss. The Group derecognises
financial liabilities when, and only when, the Group’s obligation
is discharged, cancelled or expired. The difference between the
carrying amount of the financial liability derecognised and the
consideration paid and payable is recognised in profit or loss.

Retirement benefit costs

Payments to the PRC local government defined contribution
retirement schemes pursuant to the relevant labour rules
and regulations in the PRC and the Mandatory Provident
Fund Scheme in Hong Kong are recognised as an expense
when employees have rendered service entitling them to the
contributions.

Short-term employee benefits

A liability is recognised for benefits accruing to employees
in respect of wages and salaries in the period the related
service is rendered at the undiscounted amount of the benefits
expected to be paid in exchange for that service. Liabilities
recognised in respect of short-term employee benefits
are measured at the undiscounted amount of the benefits
expected to be paid in exchange for the related service.
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Notes to the Consolidated Financial Statements

HV-F

For the year ended 31 December 2016 &% —=

3.

SRR EA KR

(Continued)

Taxation

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

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from “profit before tax”, as reported
in the consolidated statement of profit or loss and other
comprehensive income because it excludes items of income
or expense that are taxable or deductible in other years and it
further excludes items that are never taxable or deductible. The
Group’s liability for current tax is calculated using tax rates that
have been enacted or substantively enacted by the end of the
reporting period.

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax
base used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised for
all deductible temporary differences to the extent that it is
probable that taxable profits will be available against which
those deductible temporary differences can be utilised. Such
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. In addition, deferred tax liabilities are
not recognised if the temporary difference arises from initial
recognition of goodwill.
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Notes to the Consolidated Financial Statements

or 5 M B R R M A

For the year ended 31 December 2016 #HZEZ—ZT—NE+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Taxation (Continued)

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

The carrying amount of deferred tax assets is reviewed at the
end of the 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.

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the assets realised, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the end of
the reporting period. The measurement of deferred tax liabilities
and assets reflects the tax consequences that would follow
from the manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount of its
assets and liabilities.

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

HV-F

For the year ended 31 December 2016 &% —=

3.

211

SRR EA KR

(Continued)

Taxation (Continued)

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

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amount receivable for
services provided in the normal course of business net of sale
related taxes.

Financial consultancy service income is recognised when the
services are provided (for example, financial advisory and
service fees for non-online loan financing transactions).

Online investment and technology-enabled lending service
income is recognised when the services are provided (for
example, financial advisory and service fees for online loan
financing transactions).

Third party payment service income is recognised when the
services are provided (for example, online loan provision
services to borrowers on behalf of funds providers).

Gain on transfer of rights on interests on loan receivables is
recognised when the rights and titles have been contractually
and legally passed, at which time the Group has transferred to
the buyer the significant risks and rewards of ownership of the
rights.
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Notes to the Consolidated Financial Statements

or 5 M B R R M A

For the year ended 31 December 2016 #HZEZ—ZT—NE+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Revenue recognition (Continued)

For the licensing revenue, the Group receives royalty income
from third-party licencees in exchange for the exclusive
operation of the Group’s leased games in certain regions and
providing related technical support. The royalty fees include an
upfront fee and, in certain cases, an additional fee during the
contracted license period, which is determined based on an
agreed amount when accumulated virtual currency purchased
by the players with accounts registered with the third parties
exceeds certain amounts. The upfront fee is recognised
rateably over the contracted license period. The additional
royalty fee is recognised upon the actual purchase by the
players exceeds the agreed amount in contract.

For the online game operation, the Group operates its online
games through cooperation with various third-party game
distribution platforms including online application stores,
web-based and mobile game portals and derives its revenue
from sales of in-game currency and items, such as virtual
products or tools via mobile game portals. The revenue is
recognised when the services are provided. Sales of goods
was recognised when the Group has transferred to the buyer
the significant risks and rewards of ownership of the goods.

Interest income, including administrative fee income, from
financing service and a financial asset is recognised when
it is probable that the economic benefits will flow to the
Group and the amount of income can be measured reliably.
Interest income from financing service and a financial asset
(including the interest-bearing convertible bond designated as
an available-for-sale investment) is accrued on a time basis,
by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts
the estimated future cash receipts through the expected life of
the financial asset to that asset’s net carrying amount on initial
recognition.
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3.

SRR EA KR

—RNETZA=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3. EXEFHE K (@)

(Continued)

Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions
attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on
a systematic basis over the periods in which the Group
recognises as expenses the related costs for which the grants
are intended to compensate.

Government grants that are 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.

Leasing

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

The Group as lessee

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

Borrowing costs

All borrowing costs are recognised in profit or loss in the period
in which they are incurred.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 & &

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Foreign currencies

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

Exchange differences on the settlement of monetary items, and
on the retranslation of monetary items, are recognised in profit
or loss in the period in which they arise. Exchange differences
arising on the retranslation of non-monetary items carried at fair
value are included in profit or loss for the period.

For the purpose of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operation are translated into presentation currency of
the Group (i.e. RMB) at the rate of exchange prevailing
at the end of the reporting period, and their income and
expense are translated at the average rates for the year.
Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity under the
heading of exchange reserve (attributed to non-controlling
interests as appropriate).
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Notes to the Consolidated Financial Statements

HV-F

For the year ended 31 December 2016 &% —=

3.

SRR EA KR

(Continued)

Foreign currencies (Continued)

On the disposal of a foreign operation (i.e. a disposal of the
Group’s entire interest in a foreign operation, or a disposal
involving loss of control over subsidiaries that includes a
foreign operation, or a partial disposal of an interest in a joint
arrangement or an associate that includes a foreign operation
of which the retained interest becomes a financial asset), all of
the exchange differences accumulated in equity in respect of
that operation attributable to the owners of the Company are
reclassified to profit or loss.

In addition, in relation to a partial disposal of a subsidiary
that does not result in the Group losing control over the
subsidiary, the proportionate share of accumulated exchange
differences are reattributed to non-controlling interests and are
not recognised in profit or loss. For all other partial disposals
(i.e. partial disposals of associates or joint arrangements that
do not result in the Group losing significant influence or joint
control), the proportionate share of the accumulated exchange
differences is reclassified to profit or loss.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation on
or after 1 January 2005 are treated as assets and liabilities of
that foreign operation and retranslated at the rate of exchange
prevailing at the end of each reporting period. Exchange
differences arising are recognised in other comprehensive
income.
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Notes to the Consolidated Financial Statements

or 5 M B R R M A

For the year ended 31 December 2016 #HZEZ—ZT—NE+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Share-based payment transactions

Equity-settled share-based payment
transactions

Share options granted to directors and employees

For grants of share options that are conditional upon satisfying
specified vesting conditions, the fair value of services received
is determined by reference to the fair value of share options
granted at the date of grant and is expensed on a straight-line
basis over the vesting period, with a corresponding increase in
equity (share-based payment reserve).

At the end of the reporting period, the Group revises its
estimates of the number of options that are expected to
ultimately vest. The impact of the revision of the original
estimates during the vesting period, if any, is recognised in
profit or loss such that the cumulative expense reflects the
revised estimate, with a corresponding adjustment to share-
based payment reserve.

For share options that vest immediately at the date of grant,
the fair value of the share options granted is expensed
immediately to profit or loss.

When share options are exercised, the amount previously
recognised in share-based payment reserve will be transferred
to share premium. When the share options are forfeited after
the vesting date or are still not exercised at the expiry date, the
amount previously recognised in share-based payment reserve
will be transferred to retained profits.

Share options granted to business associates

Share options issued in exchange for services are measured
at the fair values of the services received. The fair values of
the goods or services received are recognised as expenses,
with a corresponding increase in equity (share-based payment
reserve), when the Group obtains the goods or when the
counterparties render services, unless the goods or services
qualify for recognition as assets.
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For the year ended 31 December 2016 HE_-_ZT—"NFE+_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. EXEFHEK (@)

(Continued)

Share-based payment transactions
(Continued)

Equity-settled share-based payment
transactions (Continued)

Share options granted to business associates (Continued)
When the share options are exercised, the amount previously
recognised in share-based payment reserve will be transferred
to share premium. When the share options are cancelled and
forfeited after the vesting date or are still not exercised at the
expiry date, the amount previously recognised in share-based
payment reserve will be transferred to retained profits.

CRITICAL ACCOUNTING
JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY

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

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision
and future periods if the revision affects both current and future
periods.
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Notes to the Consolidated Financial Statements

or 5 M B R R M A

For the year ended 31 December 2016 #HZEZ—ZT—NE+_A=+—HILFE

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

Critical judgements in applying accounting
policies

The following are the critical judgements, apart from those
involving estimations (see below), that the directors of the
Company have made in the process of applying the Group’s
accounting policies and that have the most significant effect
on the amounts recognised in the consolidated financial
statements.

De facto control over subsidiaries

Notwithstanding the lack of equity ownership in Shenzhen
Qiyuan Tianxia Technology Company Limited Z 3| R K T
RAR AT (“Qyuan’), Leyu Limited (‘Leyu’), 5e$&2Z AR
NA(EREXM) and IRBEEEHAEEREERAA (RE
J2l”), the Group is able to exercise control over the subsidiaries
above through the contractual arrangements.

The directors of the Company assessed whether or not the
Group has control over the subsidiaries above based on
whether the Group has the practical ability to direct the relevant
activities of the subsidiaries above unilaterally. In making their
judgement, the directors of the Company considered the
Group’s rights through the contractual arrangements. After
assessment, the directors of the Company concluded that the
Group has sufficiently dominant voting interest to direct the
relevant activities of the subsidiaries above and therefore the
Group has control over the subsidiaries above .
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For the year ended 31 December 2016 #HZE—ZT— NFE+_A=+—HILFE

4. CRITICAL ACCOUNTING

JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY (continued)

Critical judgements in applying accounting
policies (Continued)

Deferred taxation on investment property

For the purposes of measuring deferred tax liabilities or
deferred tax assets arising from investment property that
are measured using the fair value model, the directors of the
Company have reviewed the Group’s investment property
portfolios and concluded that the Group’s investment property
is not held under a business model whose objective is to
consume substantially all of the economic benefits embodied in
the investment property over time. Therefore, in measuring the
Group’s deferred taxation on investment property, the directors
of the Company have determined that the presumption that
the carrying amount of investment property measured using
the fair value model are recovered entirely through sale is not
rebutted. As a result, the Group has recognised deferred taxes
on changes in fair value of investment property as the Group
is subject to PRC Enterprise Income Tax (the “EIT”) and Land
Appreciation Tax (‘LAT”) on disposal of its investment property.

Key sources of estimation uncertainty

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

or 5 M B R R M A

For the year ended 31 December 2016 #HZEZ—ZT—NE+_A=+—HILFE

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

Key sources of estimation uncertainty
(Continued)

Impairment of trade receivables

When there is objective evidence of impairment loss of trade
receivables, the Group takes into consideration the estimation
of future cash flows. The amount of the impairment loss is
measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate
(i.e. the effective interest rate computed at initial recognition).
Where the actual future cash flows are less than expected, a
material impairment loss may arise. As at 31 December 2016,
the carrying amount of trade receivables is approximately
RMB160,147,000 (2015: RMB35,769,000), net of allowance
for doubtful debts of approximately RMB2,984,000 (2015:
RMB2,984,000).

Impairment of loan receivables

The policy for impairment of loan receivables of the Group is
based on the evaluation of collectability and ageing analysis
of the receivables and on management’s judgements. A
considerable amount of judgement is required in assessing the
ultimate realisation of loan receivables from these customers, if
applicable, including the current creditworthiness and the past
collection history of each customer. If the financial conditions
of customers of the Group were to deteriorate, resulting in
an impairment of their ability to make payments, additional
provision for impairment may be required. As at 31 December
2016, the carrying amount of loan receivables is approximately
RMB3,469,688,000 (2015: RMB2,247,993,000), net of
allowance for doubtful debts of approximately RMB18,824,000
(2015: RMB19,465,000).
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4.

221

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

Key sources of estimation uncertainty
(Continued)

Impairment of loan receivables (Continued)

Loan receivables mainly include financing advances provided
to customers which are mainly secured by real estates and
other collaterals. Apart from assessing the financial positions
of customers, the management further reviews value of the
pledged real estates and other collaterals by reference to
recent market transactions in comparable properties or fair
values determined by the directors of the Company. If the
market value of secured real estates and other collaterals
is deteriorated and is below the carrying amount of the
corresponding financing advances, provision on impairment
may be required.

Share-based payment expenses

The fair value of the share options granted to the directors,
employees and business associates determined at the date
of grant of the respective share options is expensed over
the vesting period, with a corresponding adjustment to the
Group’s share-based payment reserve. In assessing the fair
value of the share options, the generally accepted option
pricing models were used to calculate the fair value of the
share options. The option pricing models require the input
of subjective assumptions, including the volatility of its own
ordinary shares and the expected life of options. Any changes
in these assumptions can significantly affect the estimate of the
fair value of the share options. Details are set out in note 49.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 & &

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

Key sources of estimation uncertainty
(Continued)

Impairment of intangible assets

The management of the Group determines whether the
intangible assets are impaired (see the accounting policy
regarding impairment of tangible and intangible assets other
than goodwill). The impairment loss for intangible assets is
recognised for the amounts by which the carrying amounts
exceed their recoverable amounts, in accordance with the
Group’s accounting policy. The recoverable amounts of
intangible assets have been determined based on value-in-use
calculations. These calculations require the use of estimates
such as the future revenue and discount rates. As at 31
December 2016, the carrying amounts of intangible assets are
approximately RMB246,652,000 (2015: RMB172,141,000), net
of provision for impairment of approximately RMB4,820,000
(2015: RMB8,821,000). An impairment loss of approximately
RMB999,000 was recognised on the single mobile game
included in the addition amount of RMB71,114,000, during the
year ended 31 December 2016 (2015: Nil).

Impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the CGU to which goodwiil
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. Where the actual future cash flows are
less than expected, a material impairment loss may arise.
As at 31 December 2016, the carrying amount of goodwill is
approximately RMB932,711,000 (2015: RMB47,871,000) as
detailed in note 21. No impairment loss (2015: RMB8,919,000)
was recognised during the year ended 31 December 2016.
Provision for impairment losses of RMB8,919,000 (2015:
RMB8,919,000) were recognised as at 31 December 2016.
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CRITICAL ACCOUNTING
JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY (continued)

Key sources of estimation uncertainty
(Continued)

Estimated impairment loss on interests in
associates

In determining whether the Group’s interests in associates are
impaired required an estimation of the recoverable amount.
Impairment assessment had been carried out at the end of
the reporting period on the investments in their entirety with
reference to the investee companies’ financial performance,
financial position. As at 31 December 2016, the carrying
amount of goodwill is approximately 902,891,000 included
in interests in associates as detailed in note 23. As at 31
December 2016, interests in associates are approximately
RMB955,431,000 (2015: RMB60,357,000). No impairment
was recognised during both years.

Useful lives of intangible assets

The Group’s acquired licences and online P2P platform are
classified as an indefinite-lived intangible assets in accordance
with HKAS 38 “Intangible Assets”. This conclusion is supported
by the fact that there were no specific terms for the rights
and the directors of the Company expected that the business
underlying the rights can be operated perpetually. Under HKAS
38, the Group re-evaluates the useful lives of the licences
and online P2P platform at the end of each reporting period
to determine whether events and circumstances continue to
support the view of indefinite useful life for the assets. At 31
December 2016, the carrying amount of licences and online
P2P platform of the Group are approximately RMB132,014,000
(2015: RMB132,014,000), and RMB40,127,000 (2015:
RMB40,127,000) respectively.
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For the year ended 31 December 2016 & &

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

Key sources of estimation uncertainty
(Continued)

Impairment of available-for-sales investments

The management of the Group reviews the available-for-sales
investments periodically to assess whether any impairment
losses exist and any indication of impairment. The objective
evidence of impairment for available-for-sale financial assets
includes adverse changes in the financial performance of
the investments, the management of the Group will also
consider the historical fluctuation records of market condition,
financial position and performance of related industry. As at
31 December 2016, the carrying amount of available-for-
sales investments is approximately RMB298,043,000 (2015:
RMB90,208,000). No impairment losses were recognised for
both years.

Fair value of investment property

Investment property is stated at fair values based on the
valuations performed by independent professional valuers.
In determining the fair values, the valuers have based on a
method of valuation which involves certain estimates of market
condition. In relying on the valuation report, the directors of
the Company have exercised their judgement and are satisfied
that the assumptions used in the valuation are reflective of
the current market conditions. Changes to these assumptions
would result in changes in the fair values of the investment
property and the corresponding adjustments to the amount
of gain or loss reported in the consolidated statement of
profit or loss and other comprehensive income. The carrying
amount of investment property measured at fair value at 31
December 2016 was approximately RMB574,000,000 (2015:
RMB574,000,000).
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4.

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

Key sources of estimation uncertainty
(Continued)

Fair value measurements and valuation
processes

Some of the Group’s assets and liabilities are measured at
fair value for financial reporting purposes. The directors of
the Company are responsible in determining the appropriate
valuation techniques and inputs for fair value measurements.

In estimating the fair value of an asset or a liability, the Group
uses market-observable data to the extent it is available. Where
Level 1 inputs are not available, the Group engages third party
qualified valuers to perform the valuation. The directors of the
Company work closely with the qualified external valuers to
establish the appropriate valuation techniques and inputs to
the model. The directors of the Company regularly assess the
impact and the cause of fluctuations in the fair value of the
assets and liabilities.

The Group uses valuation techniques that include inputs that
are not based on observable market data to estimate the
fair value of certain types of financial instruments, including
preference shares of a subsidiary, provision for financial
guarantee, put option of non-controlling interest included in
“Other financial liabilities”. Note 6 provides detailed information
about the valuation techniques, inputs and key assumptions
used in the determination of the fair value of various assets and
liabilities.
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For the year ended 31 December 2016 & Z_—Z

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

Key sources of estimation uncertainty
(Continued)

Income taxes

The Group is subject to taxation in various jurisdictions.
Significant judgement is required in determining the amount
of the provision for taxation and the timing of payment of the
related taxation. Where the final tax outcome is different from
the amounts that were initially recorded, such differences
will impact the income tax and deferred tax provisions in the
periods in which such determination are made.

Revenue recognition for gain on transfer of
rights on interests on loan receivables

The management of the Group assesses the timing if the
rights and titles on interests on loan receivables have been
contractually and legally passed to the buyer, at which time
the Group has transferred to the buyer the significant risks and
rewards of ownership of the respective rights and revenue is
recognised by the Group accordingly.
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CAPITAL RISK MANAGEMENT 5. EXEKE]
The Group’s primary objectives when managing capital are to AEBEREEANEEBZENREAEER
safeguard the Group’s ability to continue as a going concern, WEBRBREBERLEELELE tMEBE
so that it can continue to provide returns for shareholders BB KIS R E R MRS E B U R ER
and benefits for other stakeholders, by pricing products and BEKANE HELARREIEDRKE A
services commensurately with the level of risk and by securing HAb Rz A0 A T BIER 2=
access to finance at a reasonable cost.
The Group actively and regularly reviews and manages its AEEER LR EEREERRRS &
capital structure to maintain a balance between the higher EIE NERSKRERE®RIBN T AL
shareholders returns that might be possible with higher levels B fE EKTE R A 8 & AN AR50 55 R A I R
of borrowings and the advantages and security afforded by a FMARIE 7 [ ERS 18 - 3 (R e 48 IR 3B Ay &
sound capital position, and makes adjustments to the capital L ERIEBEL AR -
structure in light of changes in economic conditions.
The Group monitors its capital structure on the basis of a net REBZRFABERN L EKERHERLEE-
debt-to-capital ratio. For this purpose, net debt is defined as all REME BEFEATEEIEE BE
borrowings, obligation under finance leases, corporate bonds MEARE RAlEFRATRRESMRITA
and convertible bond, less bank balances and cash and capital BEEES MEABREERNME IG5 -
comprises all components of equity.
As at 31 December
R+ZA=+—H
2016 2015
—~E —T—hF
RMB’000 RMB’000
AR®F T ARBTT
Borrowings BE 3,367,828 1,313,680
Less: Bank balances and cash o IRITRERR MR ® (1,233,391) (615,015)
Net debt BHER 2,134,437 698,665
Equity attributable to owners of AARHEANELES
the Company 4,195,843 2,608,210
Net debt-to-capital ratio FARBEANLILE 51% 27%

The directors of the Company review the capital structure
regularly. As part of the review, the directors of the Company
consider the cost of capital and risks associated with each
class of capital. Based on recommendations of the directors of
the Company, the Group will balance its overall capital structure
through the raising of new debts, the repayment of existing
debts, payment of dividend and issuance of new shares. The
Group’s overall strategy remains unchanged from prior year.
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6. FINANCIAL INSTRUMENTS 6. TR IR
a) TMIAMSE

a) Categories of financial instruments

As at 31 December

R+=-ZRA=+—H
2016 2015
—E—RE —E—hF
RMB’000 RMB’000
AR®F T ARET T
Financial assets EREE
Available-for-sale financial assets At H & & @& &E 298,043 90,208
Loans and receivables (including & & EWFKIE (B
bank balances and cash) RITEHRNMEE) 5,755,802 3,901,703
Financial assets at fair value BEATEGFAEBRZLZ
through profit or loss EREE
Held for trading investments FRIEEERE 23,502 9,018
Derivative financial instruments EERIEAFEFABREZ
designated at FVTPL MTESET A - 227
6,077,347 4,001,156
Financial liabilities TRl BE
Financial liabilities at fair value BAFEFABRZZEHERE
through profit or loss 390,902 -
At amortised costs R SRR AR 4,014,407 2,114,916

The Group’s major financial instruments include
available-for-sale investments, trade receivables, loan
receivables, other receivables, amounts due from joint
ventures, amounts due from associates, amounts due
from related companies, derivative financial instruments,
held for trading investments, pledged bank deposits,
bank balance - trust account, bank balances and
cash, accruals and other payables, funds payables
and amounts due to customers, amounts due to non-
controlling shareholders, amounts due to related
companies, borrowings, obligation under finance leases,
corporate bonds and convertible bonds, preference
shares of a subsidiary, provision for financial guarantee
and other financial liabilities. Details of the financial
instruments are disclosed in respective notes. The risks
associated with these financial instruments include
credit risk, liquidity risk and market risk (including
interest rate risk, other price risk and foreign currency
risk). The policies on how to mitigate these risks are set
out below. The management manages and monitors
these exposures to ensure appropriate measures are
implemented on a timely and effective manner.
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6. FINANCIAL INSTRUMENTS (Continued)

b)

Credit risk

The Group’s credit risk is primarily attributable to loan
receivables. Management has a credit policy in place
and the exposures to the credit risk are monitored on an
ongoing basis.

In the course of loan portfolio management, the Group
further minimises the credit risk regarding to interests
receivable from loan receivables by transferring the rights
on interests on loan receivables to buyers for certain
consideration, at which time substantially all the risks and
rewards of ownership of the rights have been passed to
buyers by the Group.

25% (2015: 35%) of all financing advances given out
as at 31 December 2016 are backed by real estates
situated in the PRC, as security. The Group also focuses
on identifying legal ownership and the valuation of the
real estate collaterals. An advance given out is based on
the value of collaterals and is in general approximately
2%-100% (2015: 2% — 119%) of the estimated value of
the collaterals. The Group closely monitors the ownership
and value of the collaterals throughout the loan period.
Advances to customers are due by the date as specified
in the corresponding loan agreement.

The Group’s exposure to credit risk is influenced mainly
by the individual characteristics of each customer rather
than the industry or country in which the customers
operate and therefore significant concentrations of
credit risk primarily arise when the Group has significant
exposure to individual customers. 6% (2015: 8%) of
the total loan receivables as at 31 December 2016 was
due from the Group’s largest customer and 28% (2015:
30%) of the total loan receivables as at 31 December
2016 was due from the Group’s five largest customers
for the Group’s other loan business and entrusted loan
business.
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Notes to the Consolidated Financial Statements

6. FINANCIAL INSTRUMENTS (Continued)

b)

Credit risk (Continued)

The Group’s concentration of credit risk by geographical
locations is mainly in the PRC, including Hong Kong,
which accounted for 100% (2015: 100%) of the total loan
receivables as at 31 December 2016.

With respect to credit risk arising from amounts due from
related companies, amounts due from associates, and
amounts due from joint ventures, the Group’s exposure
to credit risk arising from default of the counterparties are
limited as the counterparties have sufficient net assets
to repay its debts and a good history of repayment. The
Group does not expect to incur a significant loss for
uncollected amounts due from these related companies,
associates, and joint ventures.

With respect to credit risk arising from loan receivables,
the Group’s exposure to credit risk arising from default of
the counterparties are limited as the Group has delegated
a team responsible for determination of credit limits,
credit approvals and other monitoring procedures to
ensure that follow up action is taken to recover overdue
debts. In addition, the Group reviews the recoverability
of each individual receivables at the end of the reporting
period to ensure that adequate impairment losses are
made for irrecoverable amounts. In this regard, the
directors of the Company consider that the Group’s
credit risk is significantly reduced.

The credit risk for bank balance — trust account, bank
balances and pledged bank deposits is considered
minimal as such amounts are placed with banks with
high credit ratings assigned by international credit-rating
agencies.
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6. FINANCIAL INSTRUMENTS (Continued)

231

b)

Credit risk (Continued)

The maximum exposure to credit risk without taking
into account of the collateral held is represented by the
carrying amount of loan receivables and trade receivables
as at the end of the reporting period. As at 31 December
2016, the Group’s maximum exposure to credit risk
which will cause a financial loss to the Group due to
failure to discharge an obligation by the counterparties
and financial guarantees provided by the Group is arising
from the carrying amount of the respective recognised
financial assets as stated in the consolidated statement
of financial position and the amount of contingent
liabilities in relation to financial guarantee issued by the
Group as disclosed in note 41.

Further quantitative disclosures in respect of the Group’s
exposure to credit risk arising from loan receivables and
the provision for financial guarantee under Leyu are set
out in notes 26 and 41, respectively.

Liquidity risk

In management of liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in
cash flows. The management monitors the utilisation of
borrowings, ensures compliance with loan converts and
other source of funding and considers the risk is minimal.

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities. The table has been drawn up based on the
undiscounted cash flows of financial liabilities based on
the earliest date on which the Group can be required
to pay. Specifically, bank loans with a repayment on
demand clause are included in the earliest time band
regardless of the probability of the banks choosing to
exercise their rights. The maturity dates for other non-
derivative financial liabilities are based on the agreed
repayment dates.

The table includes both interest and principal cash flows.
To the extent that interest flows are floating rate, the
undiscounted amount is derived from interest rate curve
at the end of the reporting period.
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6. FINANCIAL INSTRUMENTS (Continued) 6. €I R @

c) Liquidity risk (Continued) c) MEEEER #
Liquidity risk tables BB £ R
More than one  More than two

Ondemand  year butnot years but not Total
or within one  exceeding two exceeding five More than  undiscounted Carrying
year years years five years cash flow amount

—FpE ZENE FRHH

HER T EFER BFER RENE
—%n (k2 if AL an RAEfE

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFT  ARETR  ARETR  AR®TR  ARMTR  ARETR

As at 31 December 2016 RZF-AE+ZA=1+-H
Non-derivative financial liabilities ~ 3fi%t &M & &
Accruals and other payables e /m 215,008 - - - 215,008 215,008
Amounts due to non-controling ERSERRRR A
shareholders 1,597 - - - 1,597 1,597
Funds payables and amounts due to ~ BE & ENFARENEF A
customers 239,991 - - - 239,991 239,991
Amounts due to related companies ENEERRAFRE 189,983 - - - 189,983 189,983
Borrowings (Note) &g (h&) 1,080,819 806,539 120,640 - 2,007,998 1,820,206
Corporate bonds AAlfEH 3,938 3,940 93,942 81,002 182,822 154,450
Convertible bond WikES 103,878 392,843 1,464,047 - 1,960,768 1,393,172
1,835,214 1,203,322 1,678,629 81,002 4,798,167 4,014,407
More than one  More than two
year but not  years but not Total
On demand or  exceeding two  exceeding five More than  undiscounted Carrying
within one year years years five years cash flow amount
—FH £ L REZR A
RERSY BTEA BTER Rene
—ER ME Gik:3 BFENRE ] EAE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARBTr ARETT ARETT ARETR
As at 31 December 2015 RZB-HEF+ZA=1+—H
Non-derivative financial liabilities 374 £ & &
Accruals and other payables BT &R R E e R 73,179 - - - 73,179 73,179
Amounts due to non-controlling [ARER A E TR
shareholders 1,109 - - - 1,109 1,109
Funds payables and amounts due to S £ BB R
customers ENEPE 527,190 - - - 527,190 527,190
Amounts due to related companies  FEf BB A AIFUE 199,758 = = = 199,758 199,758
Borrowings (Note) EAGES 809,772 140,338 30,437 - 980,547 843,616
Obligation under finance leases BEREAE 2,420 - - - 2,420 2,203
Corporate bonds RAEEH 187,155 3,683 11,066 72,530 274,434 233,763
Convertible bond RRES 15,077 15,077 288,290 - 318,444 234,098

1,815,660 169,008 329,793 72,530 2,377,081 2,114,916
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6. FINANCIAL INSTRUMENTS (Continued)

c)

d)

Liquidity risk (Continued)
Note:

Borrowings with a repayment on demand clause are included in
the ‘on demand or less than 1 month’ time band in the above
maturity analysis. As at 31 December 2016, the aggregate
undiscounted principal amounts of these bank loans amounted
to RMB112,000,000 (2015: RMB126,000,000).
account the Group’s financial position, the directors of the
Company do not believe that it is probable that the banks

Taking into

will exercise their discretionary rights to demand immediate
repayment. The directors of the Company believe that such
borrowings will be repaid in accordance with the scheduled
repayment dates set out in the loan agreements. At that time,
the aggregate principal and interest cash outflows will amount to
RMB205,387,000 (2015: RMB228,234,000).

The amounts included above for financial guarantee contracts
are the maximum amounts the Group could be required to
settle under the arrangement for the full guaranteed amount if
that amount is claimed by the counterparty to the guarantee.
Based on expectations at the end of the reporting period, the
Group considers that it is more likely than not that no amount
will be payable under the arrangement. However, this estimate
is subject to change depending on the probability of the
counterparty claiming under the guarantee which is a function
of the likelihood that the financial receivables held by the
counterparty which are guaranteed suffer credit losses.

The amounts included above for variable interest rate
instruments for non-derivative financial liabilities are subject
to change if changes in variable interest rates differ to those
estimates of interest rates determined at the end of the reporting
period.

Interest rate risk

The Group’s exposure to changes in interest rates is
mainly attributable to its loan receivables, bank balances,
borrowings and corporate bonds. Bank balances,
borrowings and deposits received at variable rates
expose the Group to cash flow interest-rate risk, while
loan receivable, borrowings, corporate bonds, obligation
under finance leases and convertible bond at fixed rates
expose the Group to fair value interest-rate risk. The
Group currently does not have an interest rate hedging
policy. However, the management monitors interest rate
exposure and will consider hedging significant interest
rate exposure should the need arise.
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6. FINANCIAL INSTRUMENTS (Continued)

d)
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Interest rate risk (Continued) d) %Ui’?}il[‘x’i
The Group’s loan receivables, bank balances, pledged AEBR-_ZE—RNER_ZT—FF
bank deposits, borrowings, corporate bonds, obligation +=ZHA=+—8” Zfﬂﬁl%m fEﬂ
under finance lease and convertible bond and their HRCBEERRTER - BE QFE
respective interest rates as at 31 December 2016 and %5 REETHE 7%?&7?”31&{5 %LA&E
2015 are set as below: R EETI AT
As at 31 December
W+ZHA=+—H
Interest rate 2016 2015
S -~ —hF
RMB’000 RMB’000
AR®T T ARBF T
Fixed rate loan receivables 2016: 0.83% — 4.00% per month
(2015: 0.50% — 2.1% per month) 3,469,688 2,247,993
EREWER :? /\¢ 5 A0.83% - 4.00%
—HF: 5 H0.50%-2.1%)
Fixed rate corporate bonds 2016: 5.5% p.a.
(2015: 5.5% - 9.5% p.a.) 65,265 233,763
ERARIES —E—RF:BF55%
(ZZ—Dh%F 8F55%-9.5%)
Variable rate bank balances 2016: 0.01% - 0.35% p.a.
(2015: 0.01% - 1.75% p.a.) 1,233,391 615,015
FEIRITHE ZZ—RF : HF0.01% - 0.35%
(ZE—01F 85F0.01%-1.75%)
Fixed rate borrowings 2016: 4.13% — 20.0% p.a.
(2015: 7% — 16.8%p.a.) 1,456,873 703,616
EREE —E—RF FF413% - 20.0%
E—RF:BF7%-16.8%)
Variable rate borrowings 2016: 2.80% — 7.0% p.a.
(2015: 2.17% — 7.01% p.a.) 363,333 140,000
FREE ZE—RF:FF280%-7.0%
—E-RF:BF217%-7.01%)
Fixed rate obligation under 2016: N/A
finance leases (2015: 8% — 10%) - 2,203
EEBEREAE —E—RE:TEA
—FF:18%-10%)
Fixed rate convertible bond 2016: 5.9% - 7.0% p.a.
(2015: 6%) 1,393,172 234,098
E R AR EH ZE-RF:BF59%-7.0%

(ZZE—AF:6%)
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SRR E e

6. FINANCIAL INSTRUMENTS (Continued)

d)

Interest rate risk (Continued)

Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to interest rates for variable rate
bank balances, pledged bank deposits and borrowings.
The analysis is prepared assuming the financial
instruments outstanding at the end of the reporting
period were outstanding for the whole year. The basis
point increase or decrease is used when reporting
interest rate risk internally to key management personnel
and represents management’s assessment of the
reasonably possible change in interest rates.

50 basis points have been used for variable rate bank
balances and borrowings.

For variable rate bank balances, if the interest rates had
been 50 basis points (2015: 50 basis points) higher/lower
and all other variables were held constant, the Group’s
profit after tax and retained profits would increase/
decrease by approximately RMB4,947,000 (2015:
approximately RMB2,063,000).
For variable rate borrowings, if the interest rates
had been 50 basis points higher/lower and all other
variables were held constant, the Group’s profit after
tax and retained profits would decrease/increase by
approximately RMB298,000 as of 31 December 2016
(2015: RMB368,000).

This sensitivity analysis has been determined assuming
that the change in interest rates had occurred at 31
December 2016 and 2015 and had been applied to the
exposure to interest risk for financial investments and
borrowings in existence at those dates. The analysis has
been performed on the same basis throughout the two
years ended 31 December 2016 and 2015.
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= E B (@)
B2 E ST

TXHRESTEREF BRITHE
- Eﬁﬁfﬁﬁﬁ KRB RAZHF

KERMERE - DI HRRN B E AR
HMABITZEMIAREEFEHL R
RAREIT [ EEZEEA B A EDER
AR E B B - AR R RIRR  KKRE
BEEHMEE)BESEZEIEH AT
filie

FRIRITHEBREECIRAG0EE -

MIZBEITESBRTE  MFEEA T
PR50E 2L (=T — R G 50 2h) MFT
BHMA S EREFTE  BIAREER
BR %1 1% 5 B B AR B8 s ) % 5 B3 A0~
B H AR 4,947,000 (ZZFE—F
& 9 A R#2,063,0007T ) °

MZEMEEMS  WHEEFH TS50
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A R #368,0007T ) °
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6. FINANCIAL INSTRUMENTS (Continued)

e)

NET-_A=T—HILFE

6. M T E @

Foreign currency risk e) HMEE = Bx
RMB is not freely convertible into foreign currencies. ARBEINTTEHABAING - FTET R
All foreign exchange transactions involving RMB must ARBRINER ZAEBBFEHARR
take place through the People’s Bank of China or other T E MR BT INE B B R
institutions authorised to buy and sell foreign exchange. T INER ZFERMAERTIHRE AR
The exchange rate adopted for the foreign exchange IRITFTRAER (EEZREKEE) °
transactions are the rates of exchange quoted by the
People’s Bank of China that are determined largely by
supply and demand.
Certain amounts due from joint ventures and other G EE A TRIEREMmEY
receivables are denominated in RMB, amounts due to KRIBAANREEHE - BN IEERR AR R
non-controlling shareholders are denominated in HK$, HA TTETHE - & TR E R AE TR
certain loan receivables are denominated in US$, certain B BTRITEBRAARE BT RE
bank balances are denominated in RMB, HK$ and US$ TLEME AT RITEEUETFE M
and certain bank borrowings are denominated in US$, ETRBHESEERBYREENUAINZ
which are currencies other than the functional currency of B
the relevant group entities.
The following table shows the Group’s exposure at TRINTAEERHRERREEAE
the end of the reporting period to currency risk arising AR EB NGB B ZE®E
from recognised assets and liabilities denominated in a REERBEMEE TR -
currency other than the functional currency of the entity
to which they relate.
Liabilities Assets
afg BE
As at 31 December As at 31 December
R+ZA=+—H R+ZA=+—H
2016 2015 2016 2015
ZE-1E —T-1F —E-RE —T-hfF
RMB’000 RMB’000 RMB’000 RMB'000
ARETFT ARETT ARETT AREFTT
HK$ BT 807 754 2,496 18,038
RMB AR - - 499 499
us$ e 541,700 - 134,691 24,154

The Group currently does not have a foreign currency
hedging policy. However, the management monitors
foreign exchange exposure and will consider hedging
significant foreign currency exposure should the need
arise.

7R ER [ B B3 £ R R L] SN S R R
ReRM BEEEBSERINERAR A
ERFEREZBE T ERINERE R
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For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE

6. FINANCIAL INSTRUMENTS (continued) 6. ER T B (@)
HMEE =L B (@)

e) Foreign currency risk (Continued) e)

Sensitivity analysis

If a 5% increase/decrease in HK$ against the RMB
and all other variables were held constant, the Group’s
profit after tax for the year would increase/decrease by
approximately RMB48,000 (2015: decrease/increase by
approximately RMB563,000). 5% is the sensitivity rate
used when reporting foreign currency risk internally to key
management personnel and represents management’s
assessment of the reasonably possible change in foreign
exchange rates. The sensitivity analysis includes only
outstanding foreign currency denominated monetary
items. The sensitivity analysis includes cash and cash
equivalents where the denomination is HK$ or RMB other
than the functional currencies of the respective group
entities.

If a 5% increase/decrease in US$ against the RMB
and all other variables were held constant, the Group’s
profit after tax for the year would increase/decrease by
approximately RMB16,341,000 (2015: decrease/increase
by approximately RMB810,000). 5% is the sensitivity rate
used when reporting foreign currency risk internally to key
management personnel and represents management’s
assessment of the reasonably possible change in foreign
exchange rates. The sensitivity analysis includes only
outstanding foreign currency denominated monetary
items. The sensitivity analysis includes cash and cash
equivalents where the denomination is US$ other than
the functional currency.
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6. FINANCIAL INSTRUMENTS (Continued)

)

g)

Other price risk

The Group is exposed to equity price risk through its
investments in listed equity securities. The management
manages this exposure by maintaining a portfolio of
investments with different risks. The Group’s equity
price risk is mainly concentrated on equity instruments
operating in operation of P2P financing platform and
other loan facilitation service business sector quoted in
the Stock Exchange of Hong Kong Limited. In addition,
the Group has appointed a special team to monitor the
price risk and will consider hedging the risk exposure
should the need arise.

Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to equity price risks at the end of
the reporting period.

If the prices of the respective equity instruments had
been 5% (2015: 5%) higher/lower, post-tax profit for
the year ended 31 December 2016 would increase/
decrease by RMB981,000 (2015: increase/decrease by
RMB376,000) as a result of the changes in fair value of
held-for-trading investments.

Fair value measurements of financial
instruments

The following table presents financial assets and liabilities
measured at fair value in the consolidated statement
of financial position in accordance with the fair value
hierarchy. The hierarchy groups financial assets and
liabilities into three levels based on the relative reliability of
significant inputs used in measuring the fair value of these
financial assets and liabilities. The fair value hierarchy has
the following levels:

Level 1: quoted prices (unadjusted) in active markets for
identical assets and liabilities;

Level 2: inputs other than quoted prices included within
Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from
prices); and

Level 3: inputs for the asset or liability that are not based
on observable market data (unobservable inputs).

.-vT |=|7 7]'%%#&% Bﬁ

For the year ended 31 December 2016 & &

A = S = — EIJtiE

6. M T E @

f)

g)

H fth (& 1% B b

ANEBRER FHBRAZES ZKEM
EHRAEBRER - IR BB BETA
TRRBRZHEAESEIRILER - A&
B 2 AR BIERERE B SRR EP2P
MEFEEBREMERBNRSE
BRAINTRESHERSTERA R
MERAT R Iboh AEBE ZIK

—FrAEREEZERER  TRNTEE
5 B E PRz LR

1% T
TXHGEREDWNHERBEHRDN
A EEEREE -

WA RN AN T B 2 (BH848 hn, Ik 25%
—E—AF:5%) EREEERE
ATEEH HE-_T—~F+=A
=+ —BIEFEZBRR AR R A5 N
SR A R #981,0007T (=& —
&3 m A AR #376,0000T) ©

EMIBRZATERE

TREJREBEITFEBR AR FEFT
ANGEMBHARERZ EREEMAE-
HERREAELSTEREERAR
ZRVEAERzTEZERBAZE
xT—J - BeREENRAES J D=
RFHERBRD BATER

F—RHREERBBERRBOERT
52 WwE CRERE)
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6. FINANCIAL INSTRUMENTS (Continued)

g) Fair value measurements of financial

SRR EA KR

instruments (Continued)

Fair value of the Group’s financial assets
and financial liabilities that are measured
at fair value on a recurring basis

Some of the Group’s financial assets and financial
liabilities are measured at fair value at the end of each

Notes to the Consolidated Financial Statements

—REt-A=St—RIEE
6. ER T B (@)

g EMIBRZATEFE ¢

WA RN TEYEZ T
RECUREZZHAN L
rEEETeREERERABGEIIZE
SHMERRZATFEFE - SREE

reporting period. The level in the fair value hierarchy (BE)BBEBEAZATEERAZ
within which the financial asset (liability) is categorised Ko HERE A EFEBEA &K
in its entirety is based on the lowest level of input BIRE AERED - NEBMNUAFER
that is significant to the fair value measurement. The ABBIRARzemEE (BFE) HE
financial assets (liabilities) of the Group at fair value in the DRATZATFEER:
statement of financial position are grouped into fair value
hierarchy as follows:
Level 1 Level 2 Level 3 Total
E—% £/ ] st
RMB'000 RMB’'000 RMB’000 RMB’000
AREFTT AREFTT ARETTT ARETTT
31 December 2016 -~E+ZA
Ear=
Financial assets at FVTPL BAFEFNERZ
SHEE
Non-derivative financial assets ~ 3FHT4H S REE
— Held for trading investments  —#{EEEKE 23,502 - - 23,502
Financial liabilities at FVTPL B A FEFANEHZ
SHER
Preference share of a subsidiary ~ —FRHIB AR 2 BELK - - 71,990 71,990
Provision for financial guaratee & B IER B - - 42,837 42,837
Other financial liabilities Hihemas - - 276,075 276,075
- - 390,902 390,902
31 December 2015 “ZE-1%+ZH
Er=F
Financial assets at FVTPL BATEGFABRZ
Derivative financial assets TEEREE
— Derivative financial instruments ~ — T4 & @ T & 33 - 194 207
Non-derivate financial assets FITEEREE
— Held for trading investments ~HEEERE 9,018 - - 9,018
Available-for-sale investments "I i &% &
Debt component of convertible —Wﬂxf 5 L RIS E D
bond - - 37,142 37,142
9,051 - 37,336 46,387
There were no transfers between levels of fair value RAFERBAEFE A FESERHE

hierarchy in current and prior year.
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For the year ended 31 December 2016 & ZE_—Z

6. FINANCIAL INSTRUMENTS (Continued)

a)

Fair value measurements of financial
instruments (Continued)

Fair value of the Group’s financial assets
and financial liabilities that are measured
at fair value on a recurring basis (Continued)

The following table gives information about how the fair
values of these financial assets and financial liabilities are
determined (in particular, the valuation technique(s) and
inputs used).

—R"F+=H :thlJtiE

6. M T E @
g ERITEZATE=E @)

BEEREULNTFEFEZLX
EEzHEEREMBRZ A
Fila (#)
TREABFHNNEEZSEREE
Remads ATE (LERFEMAMA
BEHERERBAN) ZEF -

Valuation Significant
Financial assets/ Fair value  technique(s) and unobservable
financial liabilities Fair value hierarchy  key input(s) input(s)
SHEE/SRAHE NTE NTEESR REAERIZEREBA EXTAEZERBA
As at 31 December 2016
-~&+-H=+—-H
Financial liabilities at FVTPL Liabilities - RMB276,075,000 Level 3 Binomial option pricing model Dividend yield and the expected

- Other financial liabilities

based on the stock price,
volatility, dividend yield, risk free
rate and option life (Notes 2
and 3)

BATEM A B ERE 8- ARK276,075000 £=R ERIRE ORE REMEE-

E-EteraR

ERRAERAEFH

A HEEERS
(M2 k3)
— Provision for financial Liabilities - RMB42,837,000 Level 3 Present value of the contractually
guarantee determined stream of future
cash flows discounted at the
required yield (Note 1)
RERER BE- ARK42837000r E=H RENETE L ARRRRE N
RERSRITE 2 R E
(P3E1)
- Preference share of a Liabilities - RMB71,990,000 Level 3 Black-Scholes option pricing
subsidiary model based on the stock
price, volatility, dividend yield,
risk free rate and option life
(Notes 2 and 3)
—HMERAR 2 BER AE-ARM%71,990,000r Z=# HERIRE RE - REMEE
ENAIESE i
A HEEERS
(M2 k3)
As at 31 December 2015
R-F-1%+-A=+-H
Avalilable-for-sale investments  Asset - RMB37,142,000 Level 3 Present value of the contractually

— debt component of
convertible bond

determined stream of future
cash flows discounted at the
required yield (Note 4)

HHELRE-AkERz AE-AR%S7,142000T F=R RENEE Z ARREREN

BB BN EEATH 2 B
(HizE4)
Derivatives financial instruments  Asset - RMB194,000 Level 3 Black-Scholes option pricing

- derivatives embedded in
convertible bond

model based on the stock
price, volatility, dividend yield,
risk free rate and option life
(Notes 5 and 6)

MTESBMTA-HRRkES BE-ARK19400T =& ERRE KRR REKE

AEZITATA

ERL W?T‘JT&H;%&&HHZWJ
o — i B B MR RS
(G0

volatility taking into account

management’s expectation of market

conditions of specific industries at 0%

and at 74.51%, respectively.
BERERBHRETRZTN

ZHEBZREESFIR0%R

74.51% °

The required yield was determined with
reference to the historical default rate
and credit rating of the borrowers and
remaining time to maturity at 5.39%

RERREZEEFAZBEEOER

EE TR R IR S EE E 2 M R
5. 39%#% <

Dividend yield and the expected
volatility taking into account
management’s expectation of market
conditions of specific industries at 0%
and at 67.59%, respectively.

BEREREHRTIEZTNR
ZBHZREERBHRES FIR
0%1267.59% °

The required yield was determined
with reference to the credit rating
of the convertible bond issuer and
remaining time to maturity at 12.52%.

RERGR2ZABREFETALZ
EERT RN IBRERIH B 2 RIS iR
12.52%E T

Dividend yield and the expected
volatility taking into account
management’s expectation of market
conditions of specific industries at 0%
and at 23.70%, respectively.

BEREREHRTIEZMALE
B2 R 8 R T B RIE 2 Bl A0% K
23.70% °

2016 pEESREeRaRaa 240



Notes to the Consolidated Financial Statements

SRR EA KR

For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE

6. FINANCIAL INSTRUMENTS (Continued)

HV-F

241

g) Fair value measurements of financial

instruments (Continued)

Fair value of the Group’s financial assets
and financial liabilities that are measured
at fair value on a recurring basis (Continued)

Notes:

1)

A 5% increase in the interest yield used in isolation would
result in a decrease in the fair value measurement of the
provision for financial guarantee by RMB87,000, and vice
versa.

A 5% increase in the dividend yield used in isolation would
result in a decrease in the fair value measurement of other
financial liabilities and preference share of a subsidiary
by RMB437,000 and RMB29,000, respectively, and vice
versa.

A 5% increase in the volatility used in isolation would
result in an increase in the fair value measurement of other
financial liabilities and preference share of a subsidiary
by RMB259,000 and RMB59,000, respectively, and vice
versa.

A 5% increase in the interest yield used in isolation would
result in a decrease in the fair value measurement of the
debt component of the convertible bond by RMB41,000,
and vice versa.

A 5% increase in the dividend yield used in isolation would
result in a decrease in the fair value measurement of the
derivatives embedded in convertible bond by RMB7,000,
and vice versa.

A 5% increase in the volatility used in isolation would
result in an increase in the fair value measurement of the
derivatives embedded in convertible bond by RMB70,000,
and vice versa.

Valuation process

Some of the Group’s assets are measured at fair value
for financial reporting purposes. The appropriate valuation
techniques and inputs for the fair value measurements
are determined by the directors of the Company and the
independent qualified valuer.
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For the year ended 31 December 2016 & ZE % —

6. FINANCIAL INSTRUMENTS (Continued)

f)

Fair value measurements of financial
instruments (Continued)

Fair value of the Group’s financial assets
and financial liabilities that are measured
at fair value on a recurring basis (Continued)

In estimating the fair value of an asset or a liability, the
Group uses market-observable data to the extent it
is available. Where Level 3 inputs are not available,
the Group engages independent qualified valuer to
perform the valuation. The directors of the Company
work closely with the independent qualified valuer to
establish the appropriate valuation techniques and inputs
to the model. The directors of the Company will review
the cause of fluctuations in fair value of the assets and
liabilities annually.

TURNOVER

The principal activities of the Group are provision of traditional
financial services and related financing consultancy services
including entrusted loan service, real estate-backed loan
service, pawn loan service, other loan service and microfinance

service, and internet financing service including third party
payment service, online investment and technology-enabled
lending service and related activities on loan portfolio
management, as well as provision of mobile gaming services.

6.

or 5 M B R R M A

NE+-A=+—RAILERE
M IR @
fy) EMIEZATFEE @)
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For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE

7. TURNOVER (continued) 7.

Turnover represents interest income (either from entrusted
loans, pawn loans, real estate-backed loans, other loans and
micro loans), financial consultancy service income, third party
payment service income, online investment and technology-
enabled lending service income, mobile gaming service income
and gain on transfer of interest rights, net of corresponding
sales related taxes. The amount of each significant category of
revenue recognised in turnover for the year is as follows:

— 00 )

LRBIER AR 2 AR E TR ZF B

A(KRBZRFEER 4
R BEERRNEE

Eéiéffk FiEERE
- B R

A AR A UL

)\~%:E§EHHE5‘%H&)\~E RIE KB
B Bh & R ARAS O ~ T e R AR A ML K 8
B SRR 2 ok o NFERNE BT R

ZWAZZEEXRBER

FEUOR :

For the year ended 31 December
BE+-HA=+—HILLEE

2016 2015
—~E —T—hF
RMB’000 RMB’000
AR¥T T ARET T
Interest income F SN
Entrusted loan service income R EFRBE WA 116,264 93,011
Other loan service income EmEZRB YA 260,490 30,006
Real estate-backed loan service B E IR E SRS WA
income 25 22,747
Microfinance service income NEERE RS WA 156 704
376,935 146,468
Financial consultancy BB 5 s AR N
service income 53,053 37,650
Third party payment EEHZTHRFRNA
service income 189,983 128,148
Online investment and technology- ##R#Z & R 711558 &5
enabled lending service income FR BN 366,517 112,546
Mobile gaming service income BB BEB IR N 89,189 =
Gain on transfer of rights BEEBENEHTFEEFZ N m
on interests on loan receivables - 4,778
Turnover EER 1,075,677 429,590
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For the year ended 31 December 2016 & &

8. DEEHR

SEGMENT INFORMATION

Operating segments, and the amounts of each segment item
reported in the consolidated financial statements, are identified
from the financial data and information provided regularly to the
Group’s chief operation decision maker (“CODM”), which are
the most senior executive management, for the purposes of
allocating resources to, and assessing the performance of, the
Group’s various lines of business and geographical locations.

The directors of the Company have organised the Group into
different segments by types of services provided.

Specifically, the Group’s reportable segments are as follows:

1. Traditional loans and financing — provision of financing
services (other than micro loan financing) in the PRC and
Hong Kong;

2. Third party payment service — provision of online third
party payment services and prepaid card issuance
business;

3. Online investment and technology—enabled lending
service — provision of internet loan financing service in the
PRC; and

4. Others — provision of mobile gaming service in the PRC
and property investment

The CODM, after considering the nature of loan financing
and micro loan financing, decided that it is more appropriate
to perform resource allocation and assessment of segment
performance together for these two operations. These two
operations were redesignated as a single segment — traditional
loans and financing segment in current year. The relevant
segment information for the year ended 31 December 2015
was restated accordingly.
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For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE

8. SEGMENT INFORMATION (Continued) 8. TEER (@)

DEHBANRERE
HE-FE—AE+ZA=+—HILEE

Segment revenue and results
For the year ended 31 December 2016

Online
investment
and
technology-
Traditional Third party enabled
loans and payment lending
financing service service Others Total
ERBRER
BRER $=5h R B
RaE IR eV Hit &t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AR%TR ARETT ARETT AR%TR
REVENUE ['ON
External income and gain SO E 429,988 189,983 366,517 89,189 1,075,677
Segment results PEER 74,455 133,934 202,194 73,619 484,202
Share of results of associates qu et NG e 45,747
Unallocated other income AEEMBA 14,448
Other gains and losses H‘rﬁl”ﬂl x REE 4,414
Change in fair value of derivative FTETARTBRKES 2
and embedded derivative NEFTETREHHZ
components of convertible bond AFEZS (208)
Loss on disposal of an associate  HE—FABE R A ZEE (797)
Loss on deemed disposal of RELE—RABEAF2EE
an associate (2,029)
Gain on disposal of subsidiaries HENBA Rz s 37
Share-based payment expenses WARR A 18 2 Z ih (109,986)
Interest expenses FEHZ (2,242)
Unallocated expenses AAEHAX (6,901)
Profit before tax BRER B A 426,685
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For the year ended 31 December 2016 #HZEZE—ZT—NE+_A=+—HILFE

SEGMENT INFORMATION (continued) 8. MEEHR (@)
Segment revenue and results (Continued) TN R EE (#)
For the year ended 31 December 2015 B2 —_F—aF+_A=+—HIFEF
Online
investment
and
technology-
Traditional Third party enabled
loans and payment lending
financing service service Others Total
ERRER
LA $=5 MRS
REE X R ERRH Hit CE)
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARETT  AREFTRT  AR®Tn  AR®TR  ARETR

REVENUE LON

External income and gain SO E 188,896 128,148 112,546 - 429,590
Segment results NHEE 8,631 88,437 23,728 (1,000) 119,796
Share of results of associates it NG 6,024
Share of results of joint ventures ElheabEEE (6,230)
Unallocated other income AAREMBKA 20,044
Other gains and losses Hinlim R EE 7,586

Change in fair value of derivative and 74 T & & AT E# 2
embedded derivative components R EHTATEHH 2

of convertible bond RFEED (7,877)
Net gain on disposal of plantand ~ HEBE k& B2 Wz 558

equipment 106
Gain on disposal of subsidiaries HEMBARYiE 42,091
Share-based payment expenses WARR A 18 2 F ih (43,999)
Unallocated expenses AAEHAX (18,257)
Profit before tax BREL AR A 119,284
The accounting policies of the operating segments are the KEDE 2 @R BUR B A A B g
same as the Group’s accounting policies described in note B B EEES O BES 2B
3. Segment profit or loss represents profit earned by or loss W ENESREEHERARZEE RO
from each segment without allocation of share of results FEE M A - e R BE - BERNBA
of associates, unallocated other income, other gains and Azl HEBME QR ZBE RIEDE
losses, gain on disposal of subsidiaries, loss on disposal of —MHEE AR BB STETAERTRRE
an associate, loss on deemed of an associate, change in fair FLZANEMEIASNZ2ATEEZS HE
value of derivative and embedded derivative components of B T &l 2 e F 88 R RTINS ~ BA
convertible bond, net gain on disposal of plant and equipment, BOEMesHRETHERSZ W E
central administration costs, share-based payment expenses BOERKREMERRSSERRAZRZ
and certain interest expenses. This is the measure reported Pal~d

to the CODM for the purposes of resource allocation and
performance assessment.
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For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE
8. SEGMENT INFORMATION (continued) 8. MEMEHN @)
Segment assets and liabilities SENEE &E%
The following is an analysis of the Group’s assets and liabilities AEBARERLCEN B2 EERBBESN
by reportable and operating segment: R
Segment assets D EREE
As at 31 December
w+ZH=+—H
2016 2015
—E-RE —hF
RMB’000 RMB’000
AR®T T ARBT T
Traditional loans and financing BEHRERLHE 4,328,395 2,846,842
Third party payment service B =7 TR 705,799 895,131
Online investment and FERIEE R RS E KRS
technology-enabled lending service 1,416,504 182,862
Others H b 928,417 574,000
Total segment assets DE R EE 7,379,115 4,498,835
Unallocated corporate assets RAOWMEEEE 1,483,398 372,866
Consolidated total assets REREE 8,862,513 4,871,701
Segment liabilities BB &
As at 31 December
w+ZH=+—H
2016 2015
—E-RE —ET—hEF
RMB’000 RMB’000
AR#T T ARBT T
Traditional loans and financing EREREHE 1,102,939 924,889
Third party payment service E=7 X R 250,915 531,282
Online investment and FERIEE B RB) E 3RS
technology-enabled lending service 265,257 6,077
Others B 12,295 465
Total segment liabilities DEEE E 1,631,406 1,462,713
Unallocated corporate liabilities ROBEEBE 2,989,527 776,402
Consolidated total liabilities RERRAE 4,620,933 2,239,115
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For the year ended 31 December 2016 #HZEZ—ZT—NE+_A=+—HILFE

SEGMENT INFORMATION (continued)

Segment assets and liabilities (Continued)

Segment liabilities (Continued)

For the purposes of monitoring segment performances and
allocating resources between segments:

° all assets are allocated to operating segments other
than interests in associates, interests in joint ventures,
available-for-sale investments, amounts due from joint
ventures, amounts due from associates, amounts due
from related companies, derivative financial instruments,
held for trading investments and income tax recoverable;
and

o all liabilities are allocated to operating segments other
than amounts due to non-controlling shareholders,
amounts due to related companies, borrowings,
obligation under finance leases, convertible bond,
corporate bonds, preference shares of a subsidiary, other
financial liabilities, deferred tax liabilities and income tax
payables.

8. MEEHR (@)

DHEEREE @
SEEE (4F)
RERSBEER S BE BBEAEMES -

s MAEREHSEERLENH (RBER
ARG NAERLEZERE AIHb
ERE RBRASELEZFIA - U
BRAE R RKBIERRZFIE
TESRTA FEESRERAIKE
FRISBBRIN) « I

s FMARBASEELED M (ENFE
ERARR R - BN BERRRIR 8
E REHEEAGE ABRERES A7
B% - —FH B AR 2B Ei
BRE EEHBAREMENAEHE
Jh) e
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For the year ended 31 December 2016 &% —=

8. SEGMENT INFORMATION (Continued)

—RNETZA=+—HILFE

8. MEEHR (@)

Other segment information Hit s EBE R
For the year ended 31 December 2016 B2 _F—ANFE+_FA=1—HILFE
Online
investment
and
technology-
Traditional Third party enabled
loans and payment lending
financing service service Others Total
EREER
BRER $£=5H R B
RaE X R% EHRRH Hit @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥FT AR AREFT AR¥FT AR
Amounts included in the measure of segment profit or loss or segment assets:
FAD BRI BEENECLE:
Additions to non-current REFRDEE
assets (Note) (Fi3E) 289 34,518 680,278 279,236 994,321
Depreciation nE 1,514 5,200 1,626 353 8,693
Amortisation B - - - 9,982 9,982
Fair value change of provision BEERREEL
for financial guarantee NFEZS - - 10,893 - 10,893
Fair value change in preference —RRE AR ZBER
share of a subsidiary NFER - - 461 - 461
Impairment recognised HEFEERRL
on intangible assets NERED - - - 999 999
Loss on deemed disposal of RIEHE—ABE QR
an associate pd it - - - - 2,029
Loss on disposal of an associate & —fEEL ’R AlZER - - - - 797
Reversal of impairment recognised ~ M E R 2
on loan receivables ERE (641) - - - (641)
Impairment recognised A EKEERER
on other receivables RE 4,744 - = = 4,744
Net loss on disposal of HERE k&
plant and equipment BEFE 4 - - - 4
Net gain on disposal of HERVEEL
intangible assets Wegs 55 - - - 5,216 5,216
Other interest income Hi S WA - - = = (755)
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For the year ended 31 December 2016 HZE_-_ZT—RNFE+_A=1+— EIJtEE

SEGMENT INFORMATION (continued) 8. FEMEHR @)

Other segment information (Continued) H it 5 & E # om)

For the year ended 31 December 2015 2T —AF+-A=1+—HIFE
Online

investment and
Traditional Third party technology-

loans and payment enabled
financing service  lending service Others Total

ERRER

ERER £=h MBS
REE AN B H R Htf @5t
RMB'000 RMB’000 RMB'000 RMB'000 RMB'000

ARETT AREFTT ARETT  ARETR  ARETR

Amounts included in the measure of segment profit or loss or segment assets:
FASBEER A HEETELEH:

Additions to non-current assets AEFRBDEE (M)

(Note) 449 3,853 287 - 4,589
Depreciation e 2,407 2,844 424 3 5,678
Impairment loss recognised HEEER L RERE

on goodwill 1,976 - 6,943 = 8,919
Impairment loss recognised HEFMEERALREESR

on intangible assets 3,821 - - - 3,821
Impairment recognised on loan RERETER A

receivables 15,562 - - - 15,562
Impairment recognised HE SERFRERR RE

on trade receivables 2,984 = = = 2,984
Net gain on disposal of HEME R B FE

plant and equipment (106) - - - (106)
Note: B 5 -

Non-current assets included plant and equipment, investment property, REE_ZT—"FrR_T—HAF+-_A=1+—H
goodwill and intangible assets for the years ended 31 December 2016 IEFE - 3F//\L§JJ§)X@%JFK%& S IREWME
and 2015. BEBARELEE -
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For the year ended 31 December 2016 #HZEZE—ZT—NFE+_A=+—HILFE

8. SEGMENT INFORMATION (continued) 8. FEEHR @)
Geographical information [ 15 & #3
Information about the Group’s revenue from external BEHAEBE R BN R R WARER Tz
customers is presented based on the location of customers. EEMEMES - EEAEENIEREIEE
Information about the Group’s non-current assets other than (2R TERRIN WER DIREEMEME
financial instruments, is presented based on the geographical Ik

location of the assets.

Revenue from external customers Non-current assets
RKAMDE FBIBA FHBEE
For the year ended 31 December As at 31 December
BE+ZH=t+—-HLEEE ®W+ZBA=+-—-H
2016 2015 2016 2015
—F-~E —T-0fF —E-RE “E-TF
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETFT ARETR ARETT
PRC s 809,344 363,029 1,529,431 728,347
Hong Kong BB 266,333 66,561 1,224,439 136,395
1,075,677 429,590 2,753,870 864,742
Information about major customers FHRETEERZEHN
None of the customers accounting for 10% or more of REEZZE—"FR-ZZE—AF+=A
aggregate revenue of the Group during the years ended 31 =T—HLFE MEAAEERKA10%
December 2016 and 2015. A ENRE -
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For the year ended 31 December 2016 HE_-_Z—RNFE+_A=1+— EIJtEE

OTHER INCOME 9. Hthig A

For the year ended 31 December

BE+-_A=+—HLEE

2016 2015
—E-—RE TR
RMB’000 RMB’000
AR®T T ARBTT
Government grants (Note) B ERE (BIEE) 2,581 4,277
Bank interest income ER1T R B U A 9,769 12,859
Interest income on convertible bond AR E S ) 2 YA 733 3,459
Other interest income H 5 24 A 755 839
Net gain on disposal of intangible assets & & 2 & & 2 Wk F 58 5,216 -
Net gain on disposal of & BB K 2 W 5 R
plant and equipment - 106
Net exchange difference JH B H, 2 R 1,366 -
Interest income from available-for-sales  A] ft £ &% & ~ F| B Ug A
investments 4,680 -
Reversal of impairment loss recognised 5t & I B R 2
on loan receivables (B 518 ] 641 =
Others Hth 1,208 2,887
26,949 24,427
Note: B &
Government grants in respect of encouragement of expansion of B RSB (b BT 2 BRI AR B & 15
enterprise were recognised at the time the Group fulfilled the relevant ERLIZ AR IR o
granting criteria.
. OTHER GAINS AND LOSSES 0. HWHEEEE

For the year ended 31 December

BE+_HA=+—HLEE

2016 2015
—E—RE —ET—hF
RMB’000 RMB’000
AR®T T ARET T
Inputed interest on corporate bonds NEEHFZHERE 7,432 =
Gain on settlement of 4 ﬁ—Hﬁ%Hxﬁf’f?ZHﬁZm
the Convertible Bond - 7,595
Loss on disposal of HEREEERE ZBE
held for trading investments - (94)
Fair value changes of MEemI A A FEZES
derivative financial instruments - 33
Fair value changes of held for trading ~ #FEE B E 2 A FEZE)
investments (3,018) 52
4,414 7,586
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For the year ended 31 December 2016 #HZE—ZT— NFE+_A=+—HILFE

11. INTEREST EXPENSES 1. FI 2B X

For the year ended 31 December

BE+_HA=1+—HLEE

2016 2015
—~E —E—hF
RMB’000 RMB’000
AR®F T ARBTT
Interest on bank and other borrowings 1T R E M EEF B 100,198 63,573
Interest on corporate bonds NEIESHF B 21,478 21,828
Interest on convertible bonds Al ESF B 116,508 16,129
238,184 101,530
12. PROFIT BEFORE TAX 12. B& % 8y i 7
Profit before tax has been arrived at after charging: B 56 A A T A& H0BR T 51 5 T8 18 = B

For the year ended 31 December

BE+_A=+—HLEE

2016 2015
—E—RE —T—hF
RMB’000 RMB’000
AR¥ET T ARBEFIT
(a) Staff costs, including directors’ (a) & T €3 E = 5
remuneration
Salaries, wages and other benefits He IERHMER 95,937 57,340
Contribution to defined contribution JE B8t SR INE FFT 2
retirement benefits scheme IR (KT 5E44)
(Note 44) 14,866 5,985
Share-based payment expenses LARR D 2 7 2 2 109,986 43,999
220,789 107,324
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For the year ended 31 December 2016 # & —R"E+ZHA=1+—H Jtif;

12. PROFIT BEFORE TAX (continued) 12, BB AEF o

For the year ended 31 December

BE+_HA=1+—HLEE

2016 2015
—E—RE —T—hHF
RMB’000 RMB’000
AR®F T AREF T
(b) Other items (b) HiIEH
Auditors’ remuneration 1% E0 B % A 1,900 1,459
Depreciation e 8,693 5,678
Amortisation (included in B (G ATTE R
administrative and other Hig M%)
operating expenses) 9,982
Net exchange difference HIE H ERR - 5,768
Operating lease charges YELEHERT
in respect of properties 19,715 15,459
Fair value change of BERZ A FEE
preference share (BIAFTH
(included in administrative and HE e rs)
other operating expenses) 461 —
Fair value change of provision BEEREEZ
for financial guarantee NEEES
(included in administrative and (B ATT R
other operating expenses) HE &) 10,893 -
Impairment loss recognised on loan FIE W E SR FER
receivables REEE - 15,562
Impairment loss recognised on BB Z U GRIRRER
trade receivables REER - 2,984
Impairment loss recognised on LA FE W SRIE R R
other receivables EEE 4,744 -
Impairment loss recognised TEEERZ
on goodwill REEE - 8,919
Impairment loss recognised on NEFEERR
intangible assets REEE 999 3,821
Net loss on disposal HERE K&
of plant and equipment E1REE (B ATTE R
(included in administrative and Efh A& 5T )
other operating expenses) 4 =
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For the year ended 31 December 2016 &

13. INCOME TAX

2T

(@) Taxation in the consolidated
statement of profit or loss and other
comprehensive income represented:

NE+_A=1+—HILFE
13. i #t

() FERAREMEEBER

WZBIIETE:

For the year ended 31 December

BE+_HA=1+—HLEE

2016 2015
—E—RE —ZET—RF
RMB’000 RMB’000
AR®F T ARBFIT
Current tax: BNEAL 1A -
Provision for Hong Kong BB ST
Profits Tax 6,272 -
Provision for PRC Enterprise R TSR
income tax (the “EIT”) ([TEMEH]) B 74,626 38,719
Under-provision (overprovision) R @A F E#E T T
in prior years (FBZERE) 1,698 (459)
Deferred tax (Note 37) BIERIE (M5E37) 1,842 983
84,438 39,243

255 CREDIT CHINA FINTECH HOLDINGS LIMITED ¢ ANNUAL REPORT 2016



Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 & &

13. T ()

13. INCOME TAX (Continued)

(@) Taxation in the consolidated
statement of profit or loss and other
comprehensive income represented:
(Continued)

(i)

Pursuant to the rules and regulations of the Cayman
Islands and the British Virgin Island (the “BVI”), the Group
is not subject to any income tax in the Cayman Islands
and the BVI.

The applicable tax rate for the subsidiaries incorporated
in Hong Kong is 16.5% for the years ended 31 December
2016 and 2015.

No Hong Kong Profits Tax has been provided for the
years ended 31 December 2015 as the Group has no
assessable profit for Hong Kong Profits Tax purpose.

Profits of the subsidiaries established in the PRC are
subject to PRC EIT.

Under the Law of the People’s Republic of China on EIT
(the “EIT Law”) and Implementation Regulation of EIT Law,
the tax rate of the PRC subsidiaries is 25% for both years.

Several subsidiaries established in the PRC were
approved by the local tax bureau and the taxable income
of these subsidiaries shall be the total revenue of such
subsidiaries, deducted by any non-assessable revenue,
exempted revenue, other deductions and amount of
offsetting any accumulated losses, for the period from 1
January 2015 to 31 December 2016.

During the year ended 31 December 2016 and 2015,
several subsidiaries established in the PRC were
recognised as High Technology Enterprises and subject to
PRC income tax at 15% in accordance with the EIT Law.

According to the requirements of the Provisional
Regulations of the PRC on LAT (A A R AR E L1
BEFE 1T 15) effective from 1 January 1994, and
the Detailed Implementation Rules on the Provisional
Regulations of the PRC on LAT ( FRZE A R £ 515 £ i 1
BREITIEAIEmAEL) effective from 27 January 1995
as well, all income from the sale or transfer of land use
rights, buildings and their attached facilities in the PRC
is subject to LAT at progressive rates ranging from 30%
to 60% of the appreciation value as calculated according
to the Provisional Regulations of the PRC on LAT and its
Detailed Implementation Rules.

(@) ZEHEER

.-vT |=|= ,E\Zl' %% #EL iE Bﬁ

A= S = — Etﬁ&

Hit 2 UL m =

NZHMIEE (@)

(i)

REFAESHEREBELES ([
BRZES ) RRIRER  ANEEE
ARMENRSRERRBELHES
IR

BHE-_Z—"Fk_FT—HF+=A
=t+—BIEFE REBFMKIZ
B /&8 A 7] 2 38 FA B 28 516.5% ©

HRAEEREE—T—RE+-A
=+ HILFEIEGAEEMNGEH
ZIERBURF] - B EAEH B BRIE
BB

AR B S 2 Ff B8 X R 2 s AR
HESEMEH -

50!

RIBEHEARAMBEEAENE
(IEEMBBE]D RAEBUEE I
1Bl - BB A RRZMEFE L
R 15 5525% ©

BRNPBERLZMEARDEE M
BBt E 8 —F—AF—A—H
BEZZ-—RE+-A=+—HItH
- ZEHE AR Z EARTRA RS
B RAME A B2 BN EEMHA
AT T R YA~ E AR B
I E R R5HEE 2 FH

HE_Z—"Fk-_ZT—HFt+_A
=t+—BLEFE RPEKRIZET
WEARERRASEERSE AR
B EBRAIZ15% 2 B RGN+
B P15 %5t

RIEE—NNTF—H—-BRERZ
RREE AR RN B 4 s I E R E AT 15
EE—NMANAF-A-+EREEXK
Z PN R AR IR E T
PIEMEARR B HHERERNEZ
T AR BT REMERIEZ A
BRAERIBEFEARKNME L
BERETRIIEEERARGEZ
1B 230%260% 2 RAET R ML
HIEERL
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For the year ended 31 December 2016 #HE—_ZT—<F+_A=+—H

13. INCOME TAX (cContinued) 13.

(b) The tax charge for the year can be
reconciled to profit before tax per the
consolidated statement of profit or
loss and other comprehensive income
as follows:

IEE
FT 3%t (40

(b) ZISE MBZHERERE
Hit 2 EmERZBRH
Bl i %U ZEERWMT :

For the year ended 31 December

BE+-H=1+—HLEE
2016 2015
—E—RE —T—hF
RMB’000 RMB’000
AR®F T ARBTT
Profit before tax B 5 B A 426,685 119,284
Notional tax on profit before tax, & iE AR A BEH 1B & [ /Y

calculated at the rates applicable & 7| &% 3= 5+ & #9 B &4 A1l i £

to profits in the tax jurisdictions % 518

concerned 67,849 22,754
Tax effect of expenses not AN HHAT R ETE

deductible for tax purpose 24,625 19,042
Tax effect of incomes not taxable 78 s& Fx Ug A B9 3 765 57 22

for tax purpose (1,387) (8,581)
Tax effect of tax losses not RERTIBEIBHNT S 2

recognised 3,519 3,304
Tax effect of share of profit (loss) 1B Q&2

of associates A (EE) 2 B2 (7,398) (1,506)
Tax effect of share of loss of joint D{h& &%~

venture BRI E - (1,028)
Utilisation of tax losses previously 2 4t il A& #E R B B 75 65 18

not recognised (6,075) (1,003)
Income tax on concessionary rate IZ8 =R K+ E 2 FrE 8T (195) (218)
Tax exemption (Note) MIERZ (HE) (40) =
Overprovision in prior years RBEFEEBERE 1,698 (459)
Tax effect of withholding tax at 10%%t 4 £& &+ BT & A 7 &9

on the distributable profits of the — A] 23k & 1% 10%

Group’s PRC subsidiaries FTEBHNNT B E 1,842 1,938
Income tax expense for the year  FEFr15 515 84,438 39,243
Note: During the year ended 31 December 2016, two (2015: Nil) iz REBE_ZT—AF ‘T’ A=+—

companies were entitled to 75% tax deduction on Hong El IEFE ﬁﬁ M(ZZE—hF: &)
Kong Profits Tax with a cap at HK$20,000. NSIF - FEE fR%ﬁ%%ﬁf%fJﬁi
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For the year ended 31 December 2016 #HZEZE—ZT—NE+_A=+—HILFE

. DIRECTORS’ AND CHIEF EXECUTIVE’'S 14. EERIFETHASEE
EMOLUMENTS

The emoluments paid or payable to each of the 12 (2015: 15) ZEENSEN T =2 (ZE—RAF:TH
directors and the chief executive were as follows: BIEBENRTETRABZHMENT
Salaries, Contribution Share-based
allowances to retirement payment
Directors’ and other benefits Discretionary  transaction
fees benefits scheme bonuses expenses Total
IX B
g BHR RIMER %tz
E=ng Hiig# B B A X% BH

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AR®FTR ARBTR ARETT ARETRT AR®TR

Year ended 31 December 2016
HE-F—"E+ZRA=+—-HLEE

Executive directors: HITEZE:
Mr. Phang Yew Kiat TRERE - 942 16 214 7,970 9,142
Mr. Chng Swee Ho HmEsEaE - 890 15 188 2,437 3,530
Mr. Sheng Jia BERE - 719 15 103 2,437 3,274
Non-executive directors: HHTEE:
Mr. Li Mingshan FHILEE - - - - - -
Mr. Li Gang =4 283 - - - 1,677 1,960
Mr. Wong Sai Hung EHHERE 283 - - - 1,677 1,960
Mr. Zhang Zhenxin SRIRET S A 282 - - - - 282
Ms. Zhou Youmeng BREZL 282 - - - 316 598
Indlependeent non-executive BUIRTEE:

directors
Mr. Ge Ming ERLE 283 - - - 1,015 1,298
Dr. Ou Minggang BN 282 - - - 891 1,173
Mr. Wang Wei IHEAE 283 - - - 1,015 1,298
Dr. Yin Zhong FHRUfT 282 - - - 891 1,173
Total At 2,260 2,551 46 505 20,326 25,688
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For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE

14. DIRECTORS’ AND CHIEF EXECUTIVE’'S 14. EER I ETHBAEME (@

EMOLUMENTS (Continued)

Salaries,  Contribution Share-based
allowances  to retirement payment
Directors’ and other benefits  Discretionary transaction
fees benefits scheme bonuses expenses Total
e EUR RG] MARR1A
EEH% Het A STEIE R MEEAL  2XRHXM o
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETR ARETE ARETrT ARETT ARET:
Year ended 31 December 2015
BE-Z-RF+-A=1+—-HLFE
Executive directors: ?}? TEE:
Mr. Phang Yew Kiat YRGS - 579 14 48 2,106 2,747
Mr. Chng Swee Ho Aﬁﬁ RHEE - 579 14 48 678 1,319
Ms. Shen Li (Resigned ABRL (R=E—1%F
on 30 June 2015) NAZTHEE) - 1,508 48 248 - 1,804
Mr. Sheng Jia BRERE - 579 14 48 678 1,319
Non-executive directors: HHTEE:
Mr. Li Mingshan FHRILEE - - - - - -
Mr. Li Gang ZRI%E 241 - - - 452 693
Mr. Wong Sai Hung LA 241 - - - 452 693
Mr. Zhang Zhenxin RIEFEE (RZE—1F
(Appointed on 12 July 2015) +A+-BEZE) 113 - - - - 113
Ms. Zhou Youmeng (Appointed ~ ARBEZ L (R=F—hF
on 11 December 2015) +TZR+—HEZE) 14 = = = = 14
Indlependent non-executive BUFHTEE:
directors:
Mr. Ge Ming EREE 241 - - - 24 482
Dr. Ou Minggang (Appointed BEARIEL (N2 —0F
on 8 October 2015) +ANBEZT) 56 - - - 46 102
Mr. Peter Z Kuk (Resigned HALE (RZF—1F
on 10 July 2015) T A+ BEHE) 127 = = = = 127
Mr. Wang Wei FHREE 241 - - - 241 482
Mr. Wong, Kennedy Ying Ho BERAREE(RZF—1F
(Appointed on 16 February ZRTABEZER
2015 and resigned on 3 R-Z—-H1F\A=A
August 2015) BE) 112 - - - - 112
Dr. Yin Zhongli (Appointed Ryt (R=F—1F
on 11 October 2015) +A+—BEZ{E) 54 - - - 46 100
Total @5t 1,440 3,245 90 392 4,940 10,107
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 & & —

NTn&tﬁ#&%MT

A= S = — Eii&

DIRECTORS’ AND CHIEF EXECUTIVE’'S 14. EERIFETHAEME @

EMOLUMENTS (Continued)

Mr. Phang Yew Kiat is the Chief Executive of the Company
for the years ended 31 December 2016 and 2015. His
emoluments disclosed above include those for service
rendered by him as the Chief Executive.

The performance related incentive payment is determined
by reference to the individual performance of the directors of
the Company and the chief executive and approved by the
remuneration committee.

Neither the Chief Executive nor any of the directors of the
Company waived any emoluments in the year ended 31
December 2016. During the year ended 31 December 2015,
one director waived emoluments of RMB368,000.

No emoluments were paid by the Group to any directors of the
Company as an inducement to join or upon joining the Group
or as compensation for loss of office for the years ended 31
December 2016 and 2015.

EMPLOYEES’ EMOLUMENTS

The five highest paid individuals of the Group include three
(2015: two) directors, whose remuneration are set out in note
14. Details of emolument paid to the remaining two (2015:
three) highest paid individual of the Group was as follows:

15.

CRBEEERARANBE_ZT—RER-T
*£¢+_ﬂ:+*5¢¢EZ§fﬁﬁ
B LXFARBERZMEBRREETER
MITEARERG M 2B -

EXBEBZ RBNRI2EARRERRK
ERTHRABZEAARBEE - WEH M
ZE8eftE-

REEZZT—R"F+A=T—HLFE"
FETHAB AR AERE SR ERET
Afe - REz—_T—AF+=-_A=1+—H
LEFE - —REFNEARKS68,0007T 2 B
@ o

HE_Z—"FrR_ZT—HF+-A=1—
HEFEA AEBERERERNAATES
S EAEE  (EAE A MALREBRE
MR E R RAE

EEM<E

AEELEGESFMALTEE =2 (=
—AFE - MB)EF EMSBERENME
14 - BENAEESRTME(ZE—AF: =
Z)BERFMALTIHEG Z2FBHT

For the year ended 31 December

BE+_A=+—HLEE

2016 2015

—E—RE —E—RF

RMB’000 RMB’000

AR¥ET T ARET T

Salaries, allowance, and other benefits 4 - 3285 & H b 12 5 4,270 3,298
Contribution to defined contribution TE B8R (R F 5T 315K

retirement scheme 31 105

Discretionary bonuses BB TEAL 282 461

Share-based payment expenses AR 244 2 3,657 1,441

8,240 5,305
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For the year ended 31 December 2016 &% —=

15. EMPLOYEES’ EMOLUMENTS (continued)

Their emoluments were within the following bands:

—REF-—A=+—BILEE
15. [EEB & (@)
KEZME

>N FATEE :

For the year ended 31 December
BE+-HA=+—HLEE

2016 2015
—E-—RE —hF
No. of No. of
employees employees
EEEHE EE#HE
HK$1,000,001 to HK$2,000,000 1,000,001 7T 2,000,000/ 7T
(equivalent to approximately (FER 4 A RS55,9017T
RMB855,901 to approximately =4 AREE,711,8007T)
RMB1,711,800) —HF:HBER
(2015: equivalent to approximately 49 A R 803,500t &
RMBB803,500 to approximately 249 A R #1,607,0007T )
RMB1,607,000) - 1
HK$2,000,001 to HK$3,000,000 2,000,001 7T 23,000,000/ 7T
(equivalent to approximately (FEERHARK1,711,801
RMB1,711,801 to approximately TTEH ARE?2,567,7007T)
RMB2,567,700) (ZE—RF: HBERY
(2015: equivalent to approximately AR ®1,607,001TE
RMB1,607,001 to approximately #) N R#¥2 410,500t )
RMB2,410,500) - 2
HK$4,000,001 to HK$5,000,000 4,000,001 7T 25,000,000/ 7T
(equivalent to approximately (FEZER 4 AR #3,423,601
RMB3,423,601 to approximately TTE#H AR #4,279,5007T )
RMB4,279,500) (2015: equivalent (ZE—RF:-HBERHA
to approximately RMB3,214,001 to R #3,214,001 T 2N AR
approximately RMB4,017,500) 4,017,5007T ) 1 —
HK$5,000,001 to HK$6,000,000 5,000,001 7T 26,000,000/ 7T
(equivalent to approximately (FHER K ARE4,279,501
RMB4,279,501 to approximately L& KA R #5,135,4007T)
RMB5,135,400) (2015: equivalent —E-RF HEEROA
to approximately RMB4,017,501 to R#¥4,017,501 TEH AR EE
approximately RMB4,821,000) 4,821,000z ) =
2 3

No emoluments have been paid by the Group to the five
highest paid individuals as an inducement to join or upon
joining the Group, or as compensation for loss of office during
the years ended 31 December 2016 and 2015.

The details of remuneration of member of senior management
are disclosed in Corporate Governance Report of the annual

report.
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For the year ended 31 December 2016 HZE_-_Z—RNFE+_A=1+— EIJtEE

DIVIDENDS 16. Iz B

For the year ended 31 December

BE+_HA=1+—HLEE

2016 2015
—E—RE —E—hF
RMB’000 RMB’000
ARMT T ARMEF 5T
Dividends recognised as distribution FABRED KRS :
during the year:
Nil (2015: 2014 Final — E(ZEZ—RAF: 2 —0F
HKO0.46 cents per share) REI—FRR0.46781) - 11,724
Final dividend for 2016 and 2015 FE—RERFE-LEXRHER
P[EX3
No dividend was paid or proposed during the year ended 31 REBEEZZT-AFTZA=T—HLFE
December 2016, nor has any dividend been proposed since BUERM RERRZTARE  BEEHREH
the end of the reporting period (2015: Nil). RARTHEEZZEEEARE (ZF—H
Fo|E)e
JL
EARNINGS PER SHARE 17. 82
The calculation of basic and diluted earnings per share ARAEAANEIESRERREERNTIZ
attributable to the owners of the Company is based on the NIRRT R
following data:
2016 2015
—NE —T—RF
RMB’000 RMB’000
AR¥ET T ARBTIT
Earnings BF
Earnings for the year attributable to SAESREAREERT 2
the owners of the Company for the NAREEE NEEAFERF
purpose of basic and diluted
earnings per share 301,122 85,606
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For the year ended 31 December 2016 &&= —=

17.

SRR EA KR

—RNETZA=+—HILFE

EARNINGS PER SHARE (continued) 17. 8l EFR (@)
As at 31 December
R+=ZRA=+—H
2016 2015
—E—RE —T—hHF
(Restated)
(re&:51)
Number of shares /?x mEH
Weighted average number of ordinary st ESREREF] 2
shares for the purpose of basic TR IR I
earnings per share 20,314,053,065 3,351,431,151
Effect of dilutive potential ordinary shares: /&£ & % ~ #E5/ £
Share options issued by the Company — Zx/2 7] 377 B R 1 530,783,801 7,582,751
Contingent Share consideration for W BE FER < SRR R (B
acquisition of Qiyuan 178,188,705 -

AEEBRESRN
ek Beal -t

Weighted average number of ordinary
shares for the purpose of diluted
earnings per share

21,023,025,571 3,359,013,902

For the years ended 31 December 2016 and 2015, the
computation of diluted earnings per share does not assume the
conversion of the Company’s outstanding convertible bonds
since their exercise would result in an increase in earnings per
share.

With effective from 19 September 2016, each of the existing
issued and unissued ordinary share of par value of HK$0.10
each in the share capital of the Company was subdivided into
five (5) subdivided ordinary shares of par value of HK$0.02
each. The calculation of the basic and diluted earnings per
share for the years ended 31 December 2016 and 2015 have
been adjusted as a result of the share subdivision.
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Notes to the Consolidated Financial Statement§
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For the year ended 31 December 2016 #HZEZEZ—ZT—"E+_A=+—HILFE

18. PLANT AND EQUIPMENT 18. BB B 7%
Office Leasehold Motor
equipments improvements vehicles Total
HEME
YN B30 RE bl
RMB’000 RMB’000 RMB’000 RMB'000
AREFTL ARETT ARETT ARETT
COST B
At 1 January 2015 R-ZE-HF—F—H 12,278 6,380 6,889 25,547
Exchange realignment R R 42 - - 42
Disposal of a subsidiary & —EHB A A

(note 46) 2 (2,034) (409) - (2,443)
Acquisition of a subsidiary  Y§& — & B 2 7

(note 45) ) - 20 - 20
Additions NE 4,589 - - 4,589
Disposal k- (540) - (4,191) 4,731)
At 31 December 2015and R=F—F4F

1 January 2016 +ZRA=+-BR

—E-R"E—H—H 14,335 5,991 2,698 23,024
Exchange realignment B 5 592 58 52 - 110
Acquisition of subsidiaries Y E& KB A &)

(note 45) ) 3,763 1,242 - 5,005
Additions NE 38,139 228 - 38,367
Disposal & ©) - - (6)
At 31 December 2016 RZZ—RE

+-A=1+—"H 56,289 7,513 2,698 66,500
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For the year ended 31 December 2016 HZE_-_Z—"NFE+_A=1+—HIFE

18. PLANT AND EQUIPMENT (continued) 18. M5 R (a)

Office Leasehold Motor
equipments improvements vehicles Total
HEWE
YN B35 RE HBE
RMB’000 RMB’000 RMB’000 RMB’000
AREFTT ARETT ARETTT AREFTT
ACCUMULATED Rt E
DEPRECIATION
At 1 January 2015 —hF—A—H 3,547 3,382 4,801 11,730
Exchange realignment B 5 B 25 - - 25
Disposal of a subsidiary & —RT B A A
(note 46) (Fi3¥46) (609) (320) - (929)
Eliminated upon disposal/ R & / #is5 - 34
written off (416) - (3,437) (3,853)
Charge for the year AEETH 3,051 1,521 1,106 5,678
At 31 December 2015and R=F—H4F
1 January 2016 TZA=+—RBk
“Z2-R§¥-H-H 5,598 4,583 2,470 12,651
Exchange realignment B B 28 54 - 82
Eliminated upon disposal/ A& / #isHE 34
written off @) - - 2
Charge for the year AEETH 7,349 1,269 75 8,693
At 31 December 2016 RZZ—RF
+=ZA=+—H 12,973 5,906 2,545 21,424
NET BOOK VALUES REEE
At 31 December 2016 RZE—RF
+-A=1+—-H 43,316 1,607 153 45,076
At 31 December 2015 RZZ-h%E
+ZA=1+—H 8,737 1,408 228 10,373

Depreciation is recognised so as to write off the cost of plant
and equipment less their residual values, if any, using the
straight line method over their estimated useful lives as follows:

Office equipments 3 - 10 years
Leasehold improvements over the lease term
Motor vehicles 4 years

During the year ended 31 December 2015, the net book value
of office equipment of RMB8,737,000 included an amount of
RMB1,763,000 in respect of assets held under finance leases
(2016: nil).
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For the year ended 31 December 2016 & &
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A= S = — EIJtiE

INVESTMENT PROPERTY 19. LEWME
RMB’000
AR¥ET T
FAIR VALUE ~E
At 1 January 2015 R_ZFE—HF—HA—H 575,000
Change in fair value recognised RERERZ A FEEES
in profit or loss (1,000)
At 31 December 2015, RZZE—hE+=A
1 January 2016 and —E-R"F-HA—BkK
31 December 2016 —E-REtTZA=T— 574,000

The above investment property is situated in the PRC under
medium-term leases.

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

As at 31 December 2016, the investment property
with carrying amount of RMB574,000,000 (2015:
RMB574,000,000) was pledged to secure certain banks and
other borrowings as set out in note 35.

The fair value of investment property as at 31 December 2016
and 2015 have been arrived at on the basis of valuation carried
out on the respective date by Roma Appraisals Limited (“Roma
Appraisals”), an independent qualified professional valuer not
connected to the Group. Roma Appraisals is a member of the
Institute of Valuers, and have appropriate qualifications and
recent experiences in the valuation of similar properties in the
relevant locations.

A ERBEMEDUR PP RRERH -

AEBEMAREEHENRDESHEER
HEBNZYEERIG AR FEREFEL

BRREMEIEAR-
R-E-—R"ET-_A=1—8 KRHEER

AR #574,000,0007C (—E—HF: AR
574,000,0007T) 2 1B EE B/ LAEE
BTRITREAMMEE (M EISFH) ©

BEMER B —"FR-_ZT—HF+=-A
=t+—BZATENHEREENERE L
B EBREXGEMESEETEBERA
Al ([BBEBEEE]) RiEEABERGESR
EFEMER - BSEEFHAGHEMAE
ZEE HERHBBNE ZEUMELETE
B EESRSEERRTHESR-
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For the year ended 31 December 2016 &&= —=

19.

SRR EA KR

INVESTMENT PROPERTY (continued)

The fair value of investment property was determined based
on the market approach and was determined based on direct
comparison method assuming sales of property interests in its
existing state and marking references to comparable market
observable transactions of similar properties in the same
location and conditions as available in the relevant market.

There has been no change from the valuation technique used
in the prior year. In estimating the fair value of the properties,

the highest and best use of the properties is their current use.

There were no transfers between levels of fair value hierarchy
during the year.

Detail of the fair value measurement of the Group’s investment
property as at 31 December 2016 and 2015 are as follows:

Fair value hierarchy

—REF A=+ —BILEE
10. L EWE @)

BREMEZ A FHEDNRBEMIZEERE WA
ERUBEBRRYERGERRLERSE
KA BT I5 A &3 2 BRI R RO 2 BB
WMEZAILBMISA BRI S REE

RE—FEMBZGEET AL BT -G
AMRZAFER R EREZDERR
RERERE-

RER R FEERE L EEE -

%

%

ZN

—NERZT—AF+ZA=+—
ERENMEZATFEAEFB N

Q
N

W

g o
-+

Valuation technique and key input

NEEER HEAEREEERBA
Investment property Level 2 Market approach
— Direct comparison method based on market observable
transactions to similar properties and adjust to reflect
the conditions and locations of the subject property.
REWMR BEZR %A

—ERUBVENBELUME LTSI BRER S RERIE
AEEARBRIZ A Y 5 2 AR B b B o
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For the year ended 31 December 2016 #HZEZE—ZT— R "E+_A=+—HILFE

INTANGIBLE ASSETS 20. B EE
Operating right/
intellectual
property of Online
Domain name online games Licences P2P platform Total
ERIER
mEE/
b A ER R EHZPPER ek
RMB'000 RMB’000 RMB'000 RMB'000 RMB’000
ARBTT ARETTL AREFT AREFT AREFT
(Note a) (Note b) (Note o)
(MizFa) (MizEb) (MizEe)
Cost BAE
At 1 January 2015 RZZ—AF—A—H 475 - 135,835 - 136,310
Addition through acquisition of EBEAMBAGRE
a subsidiary (note 45) (Fi7E45) - - = 40,127 40,127
Disposal through loss of BRKEHWBRAZ
control of a subsidiary BrHlEZ HE
(note 46) (Kizk46) (475) - - - (475)
At 31 December 2015and ~ RA=-ZT—H#F
1 January 2016 +=ZA=+—-Bk
—Z-RE-A—H - - 135,835 40,127 175,962
Addition through acquisition of ZEBEAMBARRE
a subsidiary (note 45) (Fi3E45) - 16,143 - - 16,143
Additions NE = 71,114 - - 71,114
Disposal HE = (3,019 - - (3,019
At 31 December 2016 RZZ—R"E+ZA=1—H - 84,238 135,835 40,127 260,200

Accumulated amortisation RH# & & HEEE
and impairment loss

At 1 January 2015 RZZ—HF—A—H - - - - -
Impairment loss recognised AR Z

during the year REY 2 - - 3,821 = 3,821
At 31 December 2015and ~ RZFT—hF+=A=+—H

1 January 2016 k=Z—-~F—A—H - - 3,821 - 3,821
Amortisation provided FRELEE &S

for the year = 9,982 = = 9,982
Impairment loss recognised ~ RERTER 2 FEBE

for the year - 999 - - 999
Disposal for the year FRLE - (1,254) - - (1,254)
At 31 December 2016 RZF-—A"F+=A=+—H - 9,727 3,821 - 13,548
Carrying values RERE
At 31 December 2016 RZE—RE+-A=1+—H - 74,511 132,014 40,127 246,652
At 31 December 2015 RZE—RF+=-f=1—H - - 132,014 40,127 172,141
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For the year ended 31 December 2016 &&= —=

SRR EA KR

20. INTANGIBLE ASSETS (continued)

(@)

As at 31 December 2016, operating right and the right to
use the intellectual property of online games amounting
to RMB16,143,000 and RMB71,114,000, which were
acquired through business combination of Qiyuan as
detailed in note 45 and from third parties independent
to the Group, respectively. These intangible assets were
amortised on a straight-line basis based on the contract
terms ranged from 2 to 4 years. For the purpose of
impairment testing, the mobile game, which was included
in “Others segment”, of approximately RMB999,000 was
impaired. In the opinion of directors of the Company,
as this single mobile game, which was included in
the addition balance of RMB71,114,000, had ceased
operation and hence, the directors of the Company
determined that there was impairment loss recognised
for its carrying amount of RMB999,000 during the year
ended 31 December 2016.

The licence belonged to & fET &)1 & &=/ NEERAB
R A (“BRBE1Z") under traditional loans and financing
segment has no explicit legal life and licence belonged
to UCF Huisheng Investment (HK) Co., Limited (“UCF”)
under third party payment service segment has legal life
of 5 years but are renewable every 5 years at minimal
cost. The directors of the Company are of the opinion
that the Group would renew the licences continuously
and has the ability to do so, and the licences have no
foreseeable limit to the period over which the licenced
products are expected to generate net cash flows for
the Group. As a result, the licences are considered by
the management of the Group as having an indefinite
useful life because it is expected to contribute to net cash
inflows indefinitely. The licences will not be amortised until
its useful life is determined to be finite. Instead it will be
tested for impairment annually and whenever there is an
indication that it may be impaired.

During the year ended 31 December 2015, the Group
recognised an impairment loss of approximately
RMB3,821,000 in relation to the licence belonged to &
fE# (= as the revenue stream aligned with the licence
had been slower than expected and hence, the directors
of the Company determined that there was impairment
for the licence of &BE#ZE{S. As such, no further
impairment loss was recognised in 2016 as the carrying
amount was reduced to zero since then.
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20. INTANGIBLE ASSETS (continued)

(c)

During the year ended 31 December 2015, the Group
acquired db R [E/El and an online P2P platform under
online investment and technology-enabled lending
service segment of approximately RMB40,127,000
was obtained through the business combination. The
directors of the Company are of the opinion that the
online P2P platform has no foreseeable limit to the
period over which the online P2P platform is expected to
generate net cash flows for the Group. As a result, the
online P2P platform is considered by the management
of the Group as having an indefinite useful life because it
is expected to contribute to net cash inflows indefinitely.
The online P2P platform will not be amortised until its
useful life is determined to be finite. Instead it will be
tested for impairment annually and whenever there is an
indication that it may be impaired.

For the purposes of impairment testing, licences of
approximately RMB132,014,000 and RMB40,127,000
with indefinite useful lives have been allocated to
individual CGUSs, being the subsidiaries, UCF and 1t 5 /8]
[E| respectively.

During the years ended 31 December 2016 and 2015,
directors of the Group determines that there are no
impairments of the CGUs containing licences and
online P2P platform belonged to UCF and 1t R[EE,
respectively, with indefinite useful life. Particular regarding
impairment testing on intangible assets is disclosed in
note 21.

(c)

.-vT |=|7 ,E\Zl' %% #EL iE Bﬁ

For the year ended 31 December 2016 & &

0. B EE (@)

A = S = — Eii&

REBEE-_T—AF+=-A=+—AH1t
FE - AEEWEL REBE RS BER
EMEBERIRERBEESE FR

BB T 2 EEPPEEH AR
40,127,0007C e AR R ZEER B FELF
P2P & 3 4 ¥ B A 7R & B A AV F REIR
i//\LZH;@F'EJéTT%EﬁﬁE%U ES A EEUJ_/Q\
THHTEGPPT A S BRI AARE
EEEFREESR NAEEEEER
BEGPPEEBERMER EE&
PP & 2 B REHEEE ABRE -
CHERPPE &I TEI - M A
CEHERNANRBARETEHIRR
B EETRERR -

MREANAME ERBAEHZH
B #) A R #132,014,0007T & A R
40,127,000 E D Al D EEE R R S E
A BN BB A ig RIL B E -

HE_Z—XFR-_FT—HF+=A
=T HLFE AEEEEETES
R BR g k1L R BB 2 B IR B
AERAFHZ R RERPPTEE 2
CEABNITERE BREFEEZ
BB RIS FFIB R M 21 4R ER o
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For the year ended 31 December 2016 #HZEZE—ZT—NFE+_A=+—HILFE

21. GOODWILL 21. 8
RMB’000
AREEF T
COST A
At 1 January 2015 R_ZFE—HF—HA—H 43,214
Arising on acquisition of subsidiaries B L2 B8 T /&8 8 =) i 2= A (B9 5245)

(note 45) 18,970
Eliminated on disposal of a subsidiary A& —E B 2 7 8 (M7E46)

(note 46) (5,394)
At 31 December 2015 and RZE-—AF+_A=+—BK

1 January 2016 —E—RF—H—H 56,790
Arising on acquisition of subsidiaries ] Wit B B B8 2~ = i E A (BfTRE45)

(note 45) 884,840
At 31 December 2016 RZE-—RF+A=+—H 941,630
IMPAIRMENT B
At 1 January 2015 R-—ZT—HFE—H—H -
Impairment loss recognised during FNERBEEE

the year 8,919
At 31 December 2015 and 1 January HR-_ZE—HAF+_-_A=+—H"

and 31 December 2016 —E-RE—HA-BER+ZA=+—8H 8,919
CARRYING VALUES REEE
At 31 December 2016 N_B—RE+_HA=+—H 932,711
At 31 December 2015 R-ZE-—AF+-_A=+—H 47,871
For the purposes of impairment test, goodwill has been HREARANS BEEHOEESREESE
allocated to individual CGUs, being the subsidiaries, UCF, 1t & B BB AR L2 At REE IR &
BlEl, Qiyuan and Leyu. Leyu ©
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For the year ended 31 December 2016 HZE_-_Z—RNFE+_A=1+— EIJtEE

21. GOODWILL (continued) 21. HE (@)

ERERR REESASELEV  HER
E{EMT :

The carrying amount of goodwill at the end of the reporting
period is attributable to the respective CGUs as follows:

As at 31 December

R+ZA=+—H
2016 2015
—E—RE —T—hF
RMB’000 RMB’000
AR®F T AREF T
UCF - Third party payment service Fig—
segment 53 1‘JL il5 fk Al 35,844 35,844
it 5 B2 - Online investment and It REE—TEGRIEE REHE
technology-enabled lending service SRENE ARG D&
segment 12,027 12,027
A BB 72 {=- Traditional loans and GIERE-—BERERK
financing segment A& 5 EB - =
AL &4 — Online investment and AL — R R IR E R
technology-enabled lending service EBERRED S
segment - -
Leyu — Online investment and Leyu—E &R 1% E R BHX
technology-enabled lending service SRENE ARG D&
segment 676,999 -
Qiyuan — Others segment HBIR — H b5 Z6 207,841 =
932,711 47,871
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For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE

21. GOODWILL (Continued)

For the purposes of impairment testing, goodwill and
intangible assets with indefinite useful lives set out in note 20
have been allocated to four individual cash-generating units,
comprising four subsidiaries. The recoverable amounts have
been determined based on a value-in-use calculation. The
calculation used cash flow projections based on financial
budgets approved by the directors of the Company covering a
five-year period, with pre-tax discount rate as follows.

21. B2 (@)

SURERIE M S - W20 EER AR 2
BELEIEEC S EEREELNREES
B SRMEAMEAR - ATRESEIR
BERBEFEEC FEEAREARER
Al BT ERARRARERIE 2 AF G
BEE MEHAREENT -

As at 31 December

R+=R=+—H
2016 2015
— " —ZT—HEF
UCF — Third party payment service segment 20.90% 29.70%
yivh3 —E=IXNRBEDE
=B E — Online investment and technology-enabled 15.60% 24.30%
lending service segment
It mEE —HERRERMEESHEFRRE DA
Leyu — Online investment and technology-enabled 23.23% N/A
lending service segment i@ A
Leyu —HERRE LB RS EHRE D B
Qiyuan — Others segment 20.05% N/A
TiE A
R —H i H
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For the year ended 31 December 2016 & &

21.

GOODWILL (continued)

The cash flows beyond the five-year period were extrapolated
using a steady growth rate of 2.5% (2015: 2.5%)).

The growth rate was based on the relevant industry growth rate
forecast and does not exceed the average long-term growth
rate for the relevant industry. The key assumptions for the
value-in-use calculation related to the estimation of cash flows
included net margin and discount rate. Net margin of each
CGUs is based on management’s expectation for revenue
growth and future market development. The discount rate
used is pre-tax rates that reflect current market assessments
of the risks specific to the relevant industry. Management
believes that any reasonably possible change in any of these
assumptions would not cause the aggregate carrying amount
of goodwill and intangible assets for each subsidiary to exceed
their respective aggregate recoverable amount.

During the year ended 31 December 2015, the Group
recognised impairment loss of approximately RMB1,976,000
and RMB6,943,000 in full for & BEE and # T @4
respectively as their revenue stream had been slower than
expected for &AL#E{Z and the business plan of ¥4
cannot be exercised due to the new restriction imposed by the
government on the relevant industry in July 2015, by reference
to the estimated recoverable amounts of RMB20,433,000
and nil, respectively. Thus, the directors of the Company
determined that there was full impairment for such goodwill of
AR and HTEE4 accordingly. During the year ended
31 December 2016, no further impairment was made for both
goodwill and intangible assets with indefinite useful life.

.-vT |=|7 ,E\Zl' %% #EL iE Bﬁ

—ARE+=A=+— EEEE
GEIE )

BBRAFHzRASRERAREERE2.5%
(ZZ—hF:25%)HE

ZERERDENBAITEERERTENRTB
BEBTE PR RR -BHHTIRS
RERBZFRBEFEZZERRRIEF
FEERMRE - SRS EL BN ZFHE
ENENERBHRAE R R ARRMIZER
ZTEER -FTE A 2B IR R ATIATLL & - R
BAOmSHERTERERR 2T - B8
BREA FRZERZ2EMNEIEM]EE

BreERsMBARZHERENEEY
HEEHERNES B 2 WEHIEAEE -

HE-Z—AFT-A=1+—HILFE A
RE RS RANI RS < 45T 8 B BUT R
—hFE+ HE B BITEE RS &
EEITEMEREEEE RIS 2 I
mnRBEAE  WAKRBEKS B2 E A5
AU B & &8 A A R #20,433,000T R E1% -
2 BT A BEE (S BT R A 2R R e R B /S
B H A R%A1,976,0007T K& A K #6,943,000
ToB  ARAEZEEEREEERNT
B BB RERERE - BEZZT—
F+ZA=1+—HLFE HEREERE
FEENEREAFERIELE —PRIE-
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For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE

22. AVAILABLE-FOR-SALE INVESTMENTS/ 22. At H&#% % FalRES N
DERIVATIVES EMBEDDED IN SZMETIR
CONVERTIBLE BOND

As at 31 December

m+=ZA=+—8H
2016 2015
—~E —T—hF
RMB’000 RMB’000
AR#T T ARBFIT
Available-for-sale investments AEHERERE:
comprise:
Unlisted investments ELEMTE
Equity securities (note (a)) IR E % (FfiE(a)) 298,043 53,066
Debt component of convertible bond AR &5 2 & 2D
at fair value (note (b)) EAFEE (KEED)) - 37,142
Total Bt 298,043 90,208
Analysed for reporting purposes as: TEBRMEPTAE:
Non-current assets IEMENEEE 273,455 53,066
Current assets MEEE 24,588 37,142
298,043 90,208
Derivatives embedded in convertible FT & ESEN S 2 iTE T &
bond, at fair value (note (b) and 30) &/ F1{& (M=% (b) %30) - 194
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For the year ended 31 December 2016 & ZE_—Z

—R"F+=H :thlJtiE

22. AVAILABLE-FOR-SALE INVESTMENTS/ 22. —H HERSE FEBESN

Notes:

(@)

DERIVATIVES EMBEDDED IN SZHTEIR @
CONVERTIBLE BOND (continued)
B 5
The unlisted equity securities were issued by private (8 FEEMBEARE %?EEA%%E?% g (A
entities incorporated in the BVI of RMB64,954,000 (2015: R #¥64,954,000c (=ZZE—HF : A
RMB51,125,000) and the PRC of RMB233,089,000 (2015: R #51,125,0007 ) )&EP B (AR
1,941,000). They are measured at cost less impairment at 233,089,000 (ZZE—HF: ARK
the end of the reporting period because the directors of the 1,941,0007t ) ) 5t Bk 32 2 Fl A B B8 Fr 2%
Company are of the opinion that the fair values cannot be T BETIRRANFR WS BAR 2 R EF
measured reliably as the range of reasonable fair value estimates 2 RARARABEZESZRABNEGEATE
is so significant. HEtEHEREMSEATEEESEFE-
On 25 February 2015, a 12% coupon convertible bond (the R-ZE—HAF_A-_+HH HH=ER
“2015 Convertible Bond”) was issued by China Fortune FKFEZERAER AR ([KEDBETEAE
to Ever Step Holdings Limited (“Ever Step”) with principal #H 4 7340,385,000% 7T (HHE R AR
amount of approximately HK$40,385,000 (equivalent to 31,641,0007T) B H B £12% 2 A # ik &
approximately RMB31,641,000) for settlement of the prior year’s F([ZZE—RFBRRES])  UNEE
convertible bond (the “Prior Year Bond”). As a result, a gain on E—F2amBRES ([ E—FEFH] )
derecognition of the Prior Year Bond of RMB7,595,000 was &t - ?fi%ﬂ:ﬁ@f E—FRHFZHHEA
recognised in other gains during the year ended 31 December #&7,5695,000L KRB ZE T —AF += ﬁ
2015, =T —HIEFEERBE MU -
The 2015 Convertible Bond bears 12% interest per annum —RAF A BBREFMF12% 2 F 8 R
with maturity on 9 February 2016. The Group can exercise the 7’ NEZANBEE - AL E R A E E
conversion option in whole or in part on the maturity date. The RERBHSHDITE LR ARER
conversion price is HK$0.13 per share (subject to adjustments). iHﬁO 13T (A THE) T —RFA
The 2015 Convertible Bond was redeemed in full during the year BREFNRBE=T /_\¢+:ﬂ =+—
ended 31 December 2016. HIEFEEEHER
The Group has designated the debt components of the AEBERVSHRARE T —HAF AR
2015 Convertible Bond as available-for-sale investments on REH2EBBOIEERATHEHERE
initial recognition and separately recognised the derivative Wi — T —RAFARRESF 2 ITEBDE
components of the 2015 Convertible bond as derivative BRERAITEIR (M30)  EEREE
instruments (note 30), which was fully redeemed during the year ZE-RNFTA=T—RLEFEEEHE
ended 31 December 2016. [5] o
Debt Derivatives
Prior Year Bond component components Total
F—5£2zE&% BB B TEIRHH st
RMB’000 RMB’000 RMB’000
ARETTT AREFT ARETT
As at 1 January 2015 RZZ—hAF—HA—H 31,997 - 31,997
Settlement of the Prior Year Bond %‘ﬁi F2EH (31,997 = (31,997
As at 31 December 2015, RZZE—FRFE+=A
1 January 2016 and 31 December 2016 :‘1‘ BH-—ZT—R%F
—A—BERZZE—XF
+=A=+—8 - - -
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For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE

22. AVAILABLE-FOR-SALE INVESTMENTS/ 22. —H HERE FEBRESN

DERIVATIVES EMBEDDED IN SZHMEIR m@m
CONVERTIBLE BOND (continued)
Notes: (Continued) MisE: (&)
(o)  (Continued) ) (&)
Debt Derivatives
2015 Convertible Bond component components Total
—T-AEVBREES &% & 4 TEIREHK st
RMB’000 RMB’000 RMB’000
ARETT ARETT ARBT T
Fair value at the date of issue of the REFT T —REAHRRK
2015 Convertible Bond EHFEHZATE 31,641 7,951 39,592
Interest income credited to profit or loss Sﬂ')\TE =2 FEMA 3,459 = 3,459
Change in fair value — in profit or loss AEEEEH-RBR - (7,877) (7,877)
Change in fair value — in other REEEE
comprehensive expense —REMEERE 2,824 = 2,824
Interest receivable from China Fortune ERTBEEREHER
Financial Group Limited (‘China Fortune”) ~ BR A& ([
E]) 2 FE (3,436) - (3,436)
Exchange realignment BE KRB 2,654 120 2,774
As at 31 December 2015 RZZ—FF
+=-A=+—8 37,142 194 37,336
Interest income credited to profit or loss Sﬂ')\TE =2 FEMA 733 = 733
Change in fair value — in profit or loss AREEEEH-PNBR - (208) (208)
Change in fair value — in other NSHIEE
comprehensive expense —REMEERE (2,892) = (2,892)
Interest receivable from China Fortune e Bl =58 2 A1 .8 (626) - (626)
Settlement of the 2015 Convertible Bond ~ Eff —ZE—H4F
AR E S (34,460) - (34,460)
Exchange realignment IE 5 58 B 103 14 117
As at 31 December 2016 R-T—XRE
+=—RA=+—H - - -
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For the year ended 31 December 2016 & ZE_—Z

—R"F+=H :thlJtiE

22. AVAILABLE-FOR-SALE INVESTMENTS/ 22. —H HERE FIEBRESN
DERIVATIVES EMBEDDED IN
CONVERTIBLE BOND (continued)

Notes: (Continued)

(®)

(Continued)

The derivative components of the 2015 Convertible Bond was
revalued at 31 December 2015 and 25 February 2015 based on
valuations by Roma Appraisal Limited, an independent valuer,
determined using Black-Scholes option pricing models. The
significant inputs to the models were as follows:

Conversion option

EZTEIAR @)

P : (48)

(0)

(%)

T -RAFABRRESFITEBIRZ
—hAF+-_A=+—HE=-_Z—HF_A
—+£Eﬁﬁimﬁ%%%lﬁﬁﬁﬁ@

AEFEAMRNR-ATRATAEEEEETE
ZAEEE - R 2 = E8m A SR
T

HRE
31 December 2015 25 February 2015
—E—1fF —E—RfF
+=-B=+—AH —AZt+EHH
Aggregate principal amount RNE B HK$40,385,000/8 7  HK$40,385,0007% 7T
Exercise price I E HK$0.137%8 7T HK$0.137% 7T
Risk free rate 2 L P N R 0.017% 0.176%
Expected volatility & R b 32.16% 80.12%
Excepted option period TEHARE AR A B 0.153 yearfF 1 yeartF
Call option
B
31 December 2015 25 February 2015
ZE—RfF —E—51%F
+=A=+-8 —A=+%H
Aggregate principal amount Wi R HK$40,385,000/ 7 HK$40,385,000/%5 7T
Exercise price 1I{EE HK$40,385,000/87c  HK$40,385,000/%8 7T
Risk free rate A [ B A1) 0.017% 0.176%
Expected volatility TEHA R 18 6.398% 4.571%
Excepted option period e HA B AR A B fE 0.153 year®r 1 yeartF

The fair value of debt component was calculated based on
the present value of the contractually determined stream of
future cash flows discounted at the required yield, which was
determined with reference to the credit rating of the issuer of
the 2015 Convertible Bond and remaining time to maturity.
The effective interest rate of the debt element of the 2015
Convertible Bond is 12.52%.

The fair value of each of the debt and derivative components
of the 2015 Convertible Bonds on initial recognition and at the
end of the reporting period are determined by the directors
of the Company with reference to the valuation performed by
Roma Appraisals, an independent valuer not connected with the
Group. Details are set out in note 6.

RenSRRAERREUERZRES
*Iiﬁﬁ//m #%%% T— ﬁfﬁj?ﬁﬁx
BHFETAZEATEAREZNHAZHT
REEE - — T —AF I MRES 2 EBE
D2 BB FIE512.62% °

RIS ERBERNBERRZ —F—0F
T}ﬁﬂxﬁﬁz,ﬁ%&mil,\u n&EBZ
RFETDARRBEELSZRAREE L
EREZBYGEMESERFGEETZ
E{EMEE - B 1SR
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For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE

23. INTERESTS IN ASSOCIATES 23. REtE AT ZHER
As at 31 December
m+=ZA=+—8H
2016 2015
ZE—RE —ET—hF
RMB’000 RMB’000
AR#T T ARBET T
Cost of investment, unlisted WERKA - FELE™ 910,132 57,980
Share of post-acquisition loss and MG EIE R H AL 2R
other comprehensive expense 45,299 2,377
955,431 60,357
Amounts due from associates JE Uk Bt & R B ER IR 1,131 911
The amounts due from associates were unsecured, interest- JEULHE & AR RIB AEER R B RERE
free and repayable on demand. SKIEE o
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For the year ended 31 December 2016 HZE_-_ZT—RNFE+_A=1+— EIJtEE

INTERESTS IN ASSOCIATES (Continued) 23. REtE N R 2= (=)
Detalils of the Group’s associates as at 31 December 2016 and RZE—REFR_FT—RHF+_A=1+—
2015 are as follows: H - X&EEZ 6%%’“ B UNSE

Place of

establishment Class of Percentage of nominal value of Principal
Name of entity Form of entity and operation shares held registered capital held by the Group activity
ERER B RIRBEWE  HERGER FEARBHMEAEEZAN I FTEXH

Directly Indirectly
BE G
2016 2015 2016 2015

Zg-xkE -F-IF Z®-kE -F-If

LBRBREERERAR Limited liabiity The PRC Registered N/A N/A 40% 40% Investment
(‘LR company capital holding
FERBRAERERAR BRAA e BaE-V: TER TER REER
[EERE])
BRLBRAENEETER Limited liability The PRC Registered N/A N/A 24% 49% Provision of micro
("§E/NE") (Note () company capital loan financing
service

@ﬁ%ﬁ%% NEEFERAE  ABARH e AR TEH TR R NEER

(De@&1) (Fri) HERS

WRISREEEERROERAR  Limited liabiity The PRC Registered N/A N/A N/A 40% Provision of P2P

(LRETE") (Note (o) company capital loan service
WRITREEEERRAERARA BRAA HE AR TER T TER REPPER
(NMuRSRE) (MFb) FR7%
MITREERRBEERAH Limited liability The PRC Registered N/A N/A 49% 49% Inactive
(RImRE" company capital
HImRECREHERAR BRAR HE HER TER TER mEH
(MRYImAE])
FENEGEHMRBERLR  Limited liabilty The PRC Registered N/A N/A 35% N/A Provide online
(‘EEEIE") (Note () company capital third party
payment
service
TEAERERMRRERAR  ERAA HE HER TER TR TER REE=FTH
(TLBAE]) (M) M5

Notes: B -

(@ On 30 March 2015, 49% equity interest i m/NE, was @ RN-E—FRE-A-+H ANEEURE
acquired by the Group at a consideration of RMB49,000,000, /\Eﬂg49 000,000 U B 5 7 /N B 2 49% %
which was diluted to 24.01% by a new capital injected oUEAR - E—RNE=A -+ _HHEBY
by independent investors on 22 March 2016. As a result, B E T AT ENEEEE24.01% © H I
RMB2,029,000 deemed disposal loss was incurred. BEHE AR 029,000 TR IEHEEE-

(b) During the year, the Group disposed of its investment iniL B {5 (b) 1\5’\$W AREE RS A REK4,000, OOOfEHj
R&to an independent third party by RMB4,000,000 in cash EHERNERReZIRETF —EBYE=
and recognised the loss of disposal of RMB797,000 accordingly. 7 WHE IR EE R A RET797,0007T
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For the year ended 31 December 2016 & & —=

SRR EA KR

23. INTERESTS IN ASSOCIATES (Continued)

Notes: (Continued)

281

()

During the year the Group acquired 35% equity interest in
Shanghai Jifu from a third party independent to the Group at
consideration of RMB856,152,000, which was settled by cash
consideration of RMB168,494,000 and share consideration of
RMB687,658,000 by issuing 258,318,000 shares, respectively.
As a result, the goodwill of 902,891,000 was recognised and
included in the interests in associates accordingly. The net cash
consideration, after deducting the deposit of RMB160,000,000,
as detailed in note 27, was RMB8,494,000, which was settled
during the year ended 31 December 2016.

The summarised financial information in respect of each of the
associates that is material to the Group and are accounted for
using equity method is set out below:

—RNETZA=+—HILFE

23. Rt E N R ZHEE ()
B (M)

© RER XEBEBUAKREBEARE
856,152,0007C B — B BN A QA 2
F=FUEE EBENE 235%&HE - 25
IR B A KRE168,494,0007T & Bk
R E AR #687,658,0007T (4% 38 3%
17258,318,0000% & 15 ) (1 H It - 75
£ A R#902,891,0007T J5 F A WER
FEFERT AR A B) Z #E2s o NP EE27 BT
il B REFE (HNRZEEARE
160,000,0007T ) A X #£8,494,0007T 1

HE_Z-—RFE+_A=+—HILF
EAERT
HAEEBEABUEREZARZE

BERRZMBEMBMRIT :

Shanghai Jifu LiBAE:
As at 31 December
®R+=—H=+—H
2016 2015
—E—RE —ET—hF
RMB’000 RMB’000
ARBT T ARET T
Current assets mEEE N/A
472,784 NEMA
Non-current assets EREEE N/A
16,341 NEMA
Current liabilities and total liabilities mMBEERBERRE N/A
(507,286) @A
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For the year ended 31 December 2016 & ZE =& —

INTERESTS IN ASSOCIATES (continued)

or &5 M B R R MY A

NET-_A=T—HILFE

23. REtE N R 2= (=)

For the period

from 30 April

to 31 December

HOA=+RHEE

+=ZRA=+—H

1EHA RS
2016 2015
ZE—RE —E—hF
RMB’000 RMB’000
AR¥ET T ARET T
Revenue A N/A
707,159 TEA
Profit for the year F S A N/A
115,380 TEA
Other comprehensive income FEHEMEEEA N/A
for the year - 5 A

Total comprehensive income FE2ERALRE

for the year 115,380 N/A 3

Reconciliation of the above summarised financial information

to the carrying amount of the interests in the associates

recognised in the consolidated financial statements:

TSRS B RN A B RENER
CHSATRESERS EHENT -

As at 31 December

R+=-A=+—H
2016 2015
—E—RE —ZT—hF
RMB’000 RMB’000
AR®F T ARET T
Net liabilities of the associates N R BEFRE N/A
(18,161) iE A
Proportion of the Group’s ownership ~ ANEBREE NG FTAEEZ 2 N/A
interests in the associates 5!l 35% 5 A
N/A
(6,356) 5 A
Goodwill in acquisition W g 2 2 N/A
902,891 i A
Carrying amount of the Group’s AEEREERAZ N/A
interests in the associates e AR E 25 896,535 NEA
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For the year ended 31 December 2016 &

2T

23. INTERESTS IN ASSOCIATES (Continued)

NE+_A=1+—HILFE

23. Rt E N R ZHEE ()

BENE: BENE:
As at 31 December
R+Z-HR=+—H
2016 2015
—~E —E—hF
RMB’000 RMB’000
AR¥T T ARET T
Current assets mENEE 243,347 118,718
Non-current assets EREEE 532 37
Current liabilities and total liabilities mEBBEERAEEE (4,279) (6,526)
For the year ended 31 December
BE+Z-RA=+—HLEE
2016 2015
“E-RE —T—hfF
RMB’000 RMB’000
ARBT ARET T
Revenue PN 26,063 10,620
Profit for the year F [ A 20,734 7,355
Other comprehensive income FEHAMZEBA
for the year - _
Total comprehensive income FEZEB AL
for the year 20,734 7,355

Reconciliation of the above summarised financial information to
the carrying amount of the interests in the associate recognised

in the consolidated financial statements:

F B RS B R R B N R A B A R A RERR
ZHE N AR 2 BREEH R T

As at 31 December

R+ZA=+—H

2016 2015

—E—RE —T—RF

RMB’000 RMB’000

AR®F T ARBFIT

Net assets of the associate Bt N a R EE 239,600 112,229
Proportion of the Group’s ownership 2N B A B & A 7] Fr A 1

interests in the associate Ll 24% 49%

Carrying amount of the Group’s AEERBE QA2
interests in the associate W2 REE 57,504 54,992
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For the year ended 31 December 2016 HE_-_Z—RNFE+_A=1+— EIJtEE

INTERESTS IN ASSOCIATES (continued)

The financial information and carrying amount, in aggregate,
of the Group’s interests in associates that are not individually

23. REtE N R 2= ()

@R E L TERBRBEDEARNAE
BB = N AR s O [E A TS B R MR E(E

material and are accounted for using the equity method are set Bl e
out below:
2016 2015
—E—RE —E—RF
RMB’000 RMB’000
AR¥F T ARET T
The Group’s share of profit NEE 5 G = A 823 32
The Group’s share of other AEEDEEMEE KRS
comprehensive income - -
The Group’s share of total AEEDEEE K= REE
comprehensive income 823 32
Carrying amount of the Group’s AEENRTNE KRB S QRS
interests in immaterial associate 7 AR (B 1,392 5,365
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For the year ended 31 December 2016 HE_-_ZT—"NFE+_A=+—HIFE

24. INTERESTS IN JOINT VENTURES 2. REETEZER
As at 31 December
wR+ZHA=+—H
2016 2015
ZE-REF —ZT—ARF
RMB’000 RMB’000
AR#T T ARBET T
Cost of unlisted investments in NEEEHEZIEEMEEZ
joint ventures ﬁ$ 7,936 7,936
Share of post-acquisition loss and DM EER EE R
other comprehensive expenses HEf2EZ M (7,936) (7,936)
Amounts due from joint ventures JEU & & 2 FKIB 14,483 13,251

The amounts due from joint ventures are unsecured, interest-
free and repayable on demand. Included in the amounts due
from Zither of RMB9,911,000 was settled in full subsequent to
the year ended 31 December 2016.

Details of the joint ventures as at 31 December 2016 and 2015
are as follows:

EREEPHE s RBREHRA 2B RAE
RERKEE-FTARKGERBEARK
9,911,000 T REBE T —~F+ A
T RILFEREHER

N—_E—NER_TE—AF+_A=+—H
EETEFBOT

Place of
incorporations Percentage of nominal
establishment  Class of value of issued capital Principal
Name of entity Form of entity and operation  shares held held by the Group activities
AL R AEEMBFERITRE
BREaB BErS BE e Fr#5 R 4 S EEZANE TEXH
2016 2015
ZE-R§ —Z-1f
Absolute Wise Holdings Limited Limited liability Hong Kong Ordinary shares 51% 51% Investment holding
(*Absolute Wise”) (Note (a)) company
RRERAERAR ([RE]) (@) BRAR B LRk REZR
Zither Clubhouse Limited (“Zither”) Limited liability Hong Kong Ordinary shares 50% 50% Clubhouse and
(Note (b)) company restaurant
business
éﬁﬁ?ﬁﬁ)ﬁiﬂﬂ((égn BRAT BB EB& SRRERED
12 (o)

The Group has ceased recognising its share of losses of
certain joint ventures when applying the equity method. The
unrecognised share of those joint ventures, for the year and
cumulatively, are RMB5,571,000 (2015: RMB7,135,000) and
RMB12,706,000 (2015: RMB7,135,000), respectively.

285 CREDIT CHINA FINTECH HOLDINGS LIMITED ¢ ANNUAL REPORT 2016

ZKE @ ERERERERRIEERES S

ERREIEB - AFERRFRERD
m%@%%ﬁi%ﬁnmﬁkﬁﬁamnmo
T(ZZE—RF: AR%7,135,0007T) &
AR#12,706,000 (ZE—HF: AR
7,135,0007T ) °



Notes to the Consolidated Financial Statements

.-vT =] 5\7]'%%#&% Bﬁ

For the year ended 31 December 2016 #HE—_Z—"F+_A=+—H Jtif;

24. INTERESTS IN JOINT VENTURES

(Continued)

As at 31 December 2016 and 2015, the unlisted investments
in joint ventures represented the 51% equity interest in
Absolute Wise and 50% equity interest in Zither.

Notes:

(@) On 23 October 2013, following the deemed disposal of 49%
equity interests in Absolute Wise, the casting vote of the
chairman of the board of directors of Absolute Wise appointed
by the Group was removed and the Group maintained 50%
voting rights in the board of directors of Absolute Wise.
However, since at least 51% of the voting rights are required
to make decisions about the relevant activities, the directors
of the Company considered the joint control arrangement has
been established because decisions about the relevant activities
cannot be made without both parties agreeing. Absolute Wise
became a joint venture of the Group.

(o)  On 7 October 2014, Standhill Holdings Limited (“Standhill”),
a wholly-owned subsidiary of the Company, entered into an
agreement with another venturer. Pursuant to the agreement,
Standhill and another venturer each were required to contribute
HK$10,000,000 (equivalent to approximately RMB7,923,000)
for 5,000 shares in Zither. On 27 October 2014, Zither was
established. The Group holds 50% of the ordinary shares of
Zither and controls 50% of the voting power in the general
meeting. The decisions about the relevant activities of Zither
should be unanimously approved by Standhill and another
venturer. Therefore, Zither is regarded as a joint venture of the
Group.

24, REELEZHER (&

RoB—AXFR-B-—BFET=A=1—
A RAELEZIELTREBRERZ51%
BB T 25 2 SO%MEHE -

Al

it :

@ RIZE—=FtA-+=H0 ZERELE
RIS Z49% R AAKEREZREE
FEEFEIRERWBE  MAREDAR
BRRBZEEG0% 2 REE AT A
RERBAEHELREFTEELIBRE
# BARREERRERRETNET R
%ZERTT“WﬁLﬁﬁ%EQZRE

Wﬁiﬁﬂﬁﬁ RECKRARERZ

by R=ZZT—HWE+ALtH ARAAZE
& [ff B A "l Standhill Holdings Limited
(['Standhill ] ) 25 —& & 5T — D1k o
BIFEZ M - Standhil R B —A % HF & B A
%ﬁE%ZS,ooo%H&f’ﬁ;‘iﬁm,ooo,ooo/ﬁm
(HBERHARKET,923,0007T) - HER =
TEF+A - F+EARY - AEBIBZEL
B 750% 3 AR I AR R K 22 H150% 1% 2=
T - 5 2 7 1 F8E B R 5 78 i Standhill 2 3
— A& —BBER FAEE-EIL &
EWRAREEBZEERHE-
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25.

SRR EA KR

—RNETZA=+—HILFE

TRADE RECEIVABLES 25. B 5 EW X
As at 31 December
wR+=-—RA=+—H

2016 2015
—F—RE —T—hF
RMB’000 RMB’000
AR¥T T ARET T
Trade receivables Z 5 IR 163,131 38,753
Less: allowance for doubtful debts R SR BR B (2,984) (2,984)
160,147 35,769

The Group allows an average credit period of 90 to 180
days to its trade customers. Other than trade receivables of
approximately RMB49,138,000 and RMB20,684,000 which
are secured by collaterals or are guaranteed respectively, the
Group does not hold any collateral over the remaining trade
receivables. The values of collaterals for trade receivables are
set out in note 26. The following is an aged analysis of trade
receivables net of allowance for impairment of trade receivables
presented based on the invoice date for financial consultancy
service income and P2P loan service income and date of
providing services for interest income and online third party
payment service income, which approximates the respective
revenue recognition dates, at the end of each reporting period
and as follows:

REBBLTHE HEFIE180R 2 FH =
BHH-BRE SR A AR49,138,0007T
B AR #20,684,0007T & DA 1 54 (E K 48 2k
REERIN REBIEFLGT E 5 U
BEEMEKRR EHRUGRZEAREE
BRI 7E26 - & S REUGR (HIBRE R ERE)
ZERER DT &R E AR 2 M IS4 s RS Uk
ARP2PE Z ARG U A 2 2 Z B Hi LA K i 5]
BURA KRB EE =1 T HREWARES 5
7z B (REBBKRARRBHES)
25T

As at 31 December

R+ZA=+—H
2016 2015
—E—RE —T—hF
RMB’000 RMB’000
AR®F T ARBTT
0 - 90 days 0-90H 141,873 32,363
91 — 180 days 91 — 180H 14 3,406
181 — 365 days 181 - 365H 14,277 -
Over 1 year iR —F 3,983 -
160,147 35,769
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For the year ended 31 December 2016 & &

TRADE RECEIVABLES (Continued)

Included in the Group’s trade receivable balances are debtors
with aggregate carrying amount of RMB134,030,000 (2015:
RMB22,837,000) which are past due as at the end of the
reporting period for which the Group has not provided for
impairment loss because there has not been a significant
change in credit quality and they are still considered as
recoverable. Included in the past due but not impaired
balances there are approximately RMB46,228,000 and
RMB13,272,000 which are secured by collaterals or are
guaranteed respectively. The Group does not hold any
collateral over the remaining balances.

The aged analysis of trade receivables which are past due but
not impaired is set out below:

.-vT |=|7 ,E\Zl' %% #EL iE Bﬁ

A= S = — EIJtiE

25. B 5 EW K (&)

AEB B HRWAREHRBIENRIRE R
Bl 2 AR EE A A R ¥134,030,0007T

—T—FF: AR¥D22837,000) 2 FEU K
B-HRNEEEZHMEEREHRINRAER
We - MAEET ERREREREE B8
HBARIRE 2 52 2155 B LA I8 G (B 1
IR EIER 2 49 A R#46,228,0007 R A R
#13,272,0007T AN & B 37 #B 3L 82 T 45 62 5
BEMAERR -

BB RE Y B SRk EE S
mF :

5l

As at 31 December

mR+=ZA=+—8H
2016 2015
ZE—RE —T—hF
RMB’000 RMB’000
AR¥ET T ARET T
0 — 90 days 0—90H 115,756 19,431
91 - 180 days 91—180H 14 3,406
181 — 365 days 181—365H 14,277 -
Over 1 year HBiE—F 3,983 _
Total =1 134,030 22,837

The movement in the allowance for impairment of trade
receivables is set out below:

85 RIGR O RERBESHFIIMT -

As at 31 December

w+ZHA=+—H

2016 2015

—E—RE —ET—hF

RMB’000 RMB’000

ARBT ARET T

At 1 January n—A—H 2,984 =
Impairment losses recognised on B o RNz B EAREER

trade receivables - 2,984

At 31 December R+—B=+—8 2,984 2,984
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25. TRADE RECEIVABLES (Continued)

Included in the allowance for impairment of trade receivables
are individually impaired trade receivables with an aggregate
balance of RMB2,984,000 (2015: RMB2,984,000) which have
either been placed under liquidation or in severe financial

difficulties.

26. LOAN RECEIVABLES

AE+-A=+—RAILEE
25. B 5 EWE (@)

BORWAZBEREGREEIREZE
SRR (K RER
WE) @4 B ARK2084,000 (=
—hF: AR¥2,984,0007T) °

26. EWE K

As at 31 December

BRIBEBRENK

wR+ZHA=+—H
2016 2015
—E-RF —ZT—AF
RMB’000 RMB’000
AR#T T ARETIT
Loan receivables B E
Secured loans BIRHER
Real estate-backed loans to EERMERFER
customers 390,142 345,028
Entrusted loans to customers BEEZHER 451,216 661,430
Other loans to customers REEMER 644,984 552,188
1,486,342 1,558,646
Unsecured loans IR E
Entrusted loans to customers EEZLZTER 633,083 429,083
Other loans to customers EEHEMER 1,351,490 261,376
Micro loans to customers BE/NEER 17,597 18,353
2,002,170 708,812
Sub-total NET 3,488,512 2,267,458
Less: Allowance for unsecured loan R R MR R 1R B SRR
receivables (18,824) (19,465)
3,469,688 2,247,993
Less: non-current portion (note c) B IERENER D (FMIFE(C)) (150,000) =
Current portion Mk k=) 3,319,688 2,247,993
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26.

LOAN RECEIVABLES (continued)

Loan receivables

The pawn loans to customers arising under the Group’s pawn
loans business had an average loan period of 1 to 2 years
(2015: 90 days). The real estate-backed loans had an average
loan period of 60 days to 365 days (2015: 270 days). The
secured and unsecured entrusted loans to customers arising
from the Group’s entrusted loan business had an average
loan period of 30 days to 1 year (2015: 30 days to 1 year).
The secured and unsecured other loans to customers arising
from the Group’s other loans business had an average loan
period of 30 days to 5 years (2015: 30 days to 2 years). The
unsecured micro loans to customers arising from the Group’s
microfinance business had an average loan period of 1 year
(2015: 1 year). The loans provided to customers bore fixed
interest rate ranging from 0.33% to 6% per month (2015: 0.5%
to 2.1% per month) and were repayable according to the loan
agreements.

Included in the secured loan balances are loans of
approximately RMB868,135,000 (2015: RMB789,459,000)
secured by real estates in the PRC, RMB118,356,000
(2015: RMB296,151,000) and RMB109,189,000 (2015:
RMB75,256,000) secured by other assets including equities in
private entities and listed shares respectively, RMB139,922,000
(2015: RMB130,875,000) secured by real estate in the PRC
and the Company’s shares and RMB250,740,000 (2015:
266,905,000) secured by the Company’s shares.

Included in the unsecured loan balances are loans of
approximately RMB1,492,511,000 (2015: RMB600,712,000)
guaranteed by guarantors.

Included in the loan receivables there were balances of
approximately RMB1,034,045,000 (2015: RMB1,090,513,000)
which represented entrusted loans to customers through
licensed banks in the PRC. In addition, no loan receivables
(2015: RMB72,000,000) were pledged under factoring
agreements with recourse for obtaining other loans (2015:
RMB16,550,000).

or &5 M B R R MY A

NEF-A=St—RILER
FEWEFX (@)
FE 4 & 5%

AEEREENEBEENTFREER
FHERHHA1E2F (ZT—HF :90K) °
B E IR E 52 ¥ B HH AB0KR E365
RK(ZE—RHF:270K) BAEEMNET
ENEBELANTFEERARERIFERT
ERZFHERPAOXREIF(ZE—H
F:30KREIF) AEENEMERERE
ENEFPBEERREEAEMER 2 T
BRI A OKRESF (ZT—HF 130K 2
2F) AEEMNEREXEBELEZRRP
B )EERZEFHERPAIF (=2
—HFF) ARFPIERENEFRIZEEF
= H0.33%%6% (—ZE—HE T H05%
BE24% )t e WEKRERBREER-

AABRENREHT ABRTEEE(ER
R #9 A R #5868,135,0007T ( —Z—F 4 :

AR #789,459,0007T) WE K - A BIEFLA
ERRAR EMROERNZEAEEEER
2 AR#118,356,000T (ZZE—FHF: A
R #296,151,0007T ) & A K #109,189,000
T (ZE—ARF: AR¥75,256,0007T) *
IR Bz EHERARDFZRMDEER
2 ANR#139,922,0007C (ZZE—HF : AR
#130,875,0007T ) & AR AR D IR 2
AR#250,740,0007 (ZFE—HF : AR
266,905,0007T ) °

STAEIBRERESRTP ERERAZERZE
R A REEL,492,511,0000T ( — T — R F:
AR #600,712,0007T) ©

T AW E K 49 A K #1,034,045,0007T
(Z=—RF: AR#1,090,513,0007T ) H &k
BEASAPENBREBTRTEFNERE
o toh - BIBIRIB R EREKER (=T
— A : ARM72,000,0007T) B FIEIHEE
HMWER(ZE—RF: AR#16,550,000
JT) °
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26. LOAN RECEIVABLES (continued) 26. B E T (@)
Loan receivables (Continued) F‘éqﬁzﬁ,ﬂ
As at 31 December 2016, the Group held collaterals = /\¢+ A=+—8 x&£EHE
with value of approximately RMB3,763,004,000 (2015: HYEPHNPBRRFERRMEEBSFTA
RMB3,619,839,000) in total over the financing advances to AR #3,763,004,000c (ZE—HF: AR
customers. #3,619,839,0007T ) °
(a) Ageing analysis (a) BRB 7T

As at 31 December

R+=—RA=+—H
2016 2015
Y —E-RE
RMB’000 RMB’000
AR¥T T AREF T
Within 90 days 90K A 819,516 855,334
91 to 180 days 91E180K 381,280 120,000
181 to 365 days 1812365k 1,159,828 666,046
Over 365 days 1B 365K 1,109,064 606,613
3,469,688 2,247,993
The above ageing analysis is presented based on the LR ST HIRBEREFEEER
date of loans granted to customers. HEAZ -
The Group’s financing advances to customers included in REERE P FRENFEBREGTA
the loan receivables are due as of the due date specified EUREZFRP IR EBE R HETIETE
in respective loan agreements. /2 H7 B B H -
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26. LOAN RECEIVABLES (continued) 26. EWLE K (&
Loan receivables (Continued) W& X (@
(b) Loan receivables that are not impaired (b) Ft{E HE’IE WEs
Included in the Group’s loan receivable balances REBERKEREHRBIERHE A
with aggregate carrying amount of approximately B 180 B 48 AR E B 49 A R 962,933,000
RMB962,933,000 (2015: RMB784,844,000) which were T (ZZF— R F: AR¥ET784,844,000
past due as at the reporting date for which the Group ) (REBETEREELRESE
has not provided for impairment loss. For the amount BE) e ¥ ARK786,710,000
of RMB786,710,000 (2015: RMB772,526,000), the T(ZE—RF: AEM772 526,000
Group holds collaterals amounting to approximately TL)ME  AEER=ZZE—RFE+=A
RMB1,860,695,000 (2015: RMB2,349,772,000) in EJr—ElﬁdaﬁFEJJEH&f AFFAHNAR
respect of such loan receivables as at 31 December #1,860,695,0007T (ZE—HF : AR
2016. The remaining balances are unsecured. #2,349,772,0007T ) KUK IR - BREE &
AR -
The ageing of loan receivables which were past due but BB ERRE 2 BRERHER D
not impaired is as follows: HranT :

As at 31 December

R+=-ZRA=+—H
2016 2015
—E—RE —ZT—hfF
RMB’000 RMB’000
AR¥ET T ARBT T
Not yet past due i8] 7 480 HA

Current mE 2,506,755 1,463,149

Past due but not impaired B8 B {E KRR A
Within 90 days P4 297,437 251,280
91 to 180 days 912180k 85,072 935
181 to 365 days 181X ZE365K 195,755 192,199
Over 365 days i 3B365K 384,669 340,430
962,933 784,844
3,469,688 2,247,993
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26. LOAN RECEIVABLES (continued) 27. EWE R (@)
Loan receivables (Continued) BB 2K (@)
(b) Loan receivables that are not impaired (b) XAEREKES (&)
(Continued)
Movement in the allowance for loan receivables R E TR 2

As at 31 December

R+=ZRA=+—8H
2016 2015
ZE—REF —E—hF
RMB’000 RMB’000
AR¥ET T AR T T
At 1 January n—H—H 19,465 3,903
(Reversal of)/impairment losses ~ (#[@) W E T 2
recognised on loan receivables BRI EE B (641) 15,562
At 31 December W+Z—A=+—H 18,824 19,465
The Group’s neither past due nor impaired loan AEBRBEEAREEKERES
receivables mainly represented loans granted to EBERETIWEIHRERCHENEEESR
creditworthy customers for whom there was no recent RITMEFRER  WAKEY (HE
history of default, and secured by the collaterals which BERERERCEEES)HETF -
value were higher than the carrying value of the loan
receivables.
For the above past due but not impaired loan receivables b b it 8 B ME M ROR(E 2 IR E K
with amount of approximately RMB234,224,000 (2015: ©RL B ARKE2384,224,0000T (=&
RMB482,373,000), the Group had taken legal action to —hF: AR482,373,00070) M= °
auction the properties under collateral. AEBEHIUEZTHARBEZFE
£k
(c) Non-current portion of loan receivables (c) BREHZIITEHS
Balance represented the loan receivables with maturity ERIER AR R EER ARG T
date in 2018 with longer than 1 year after extension %?éﬁ%*iZﬁ"_T*/\ﬁz 1| 5
agreement signed between the Company and the AEI BN ER - Al B2 E A
borrowers. As such, the balance was classified as non- FEMENF S

current portion.
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For the year ended 31 December 2016 & ZE =& —

27.

PREPAYMENTS AND OTHER
RECEIVABLES

As at 31 December 2016, balance increased was mainly due
to the deposit placed for channel providers such as Union Pay
and e-banking system provided by different banks when the
operation size enlarged under the segments of “Third party
payment service” and “Online investment and technology-
enabled lending”.

Included in the Group’s balance are other receivable with
aggregate carrying amount of RMB4,744,000 (2015: Nil)
which was past due as at the end of the reporting period for
which the Group has provided for full impairment loss for the
year ended 31 December 2016 because there has been a
significant change in credit quality and they are considered as
not recoverable. The Group did not hold any collateral over
these balances. As at 31 December 2016, the accumulated
provision made for impairment on other receivables was
RMB4,744,000 (2015: Nil).

As at 31 December 2015, included in the amounts is
RMB160,000,000 paid for the acquisition of 35% equity
interests in Shanghai Jifu as detailed in note 23. The same
amount was offset against the cash consideration of such
acquisition undertook and completed on 30 April 2016.

AMOUNTS DUE FROM (TO) RELATED
COMPANIES

The shareholders of the related companies are also the
shareholders of the Company. The amounts were unsecured,
interest-free and repayable on demand.

AMOUNTS DUE TO NON-
CONTROLLING SHAREHOLDERS

The amounts were unsecured, interest-free and repayable on
demand.

28.

29.

or &5 M B R R MY A

AET=A=T-RILEE
TR A B H it R SRR

RIE—RFE+A=+—H8 #&&REMN
TE2HREFRRRBHEER (PIRRE) &
PERITRENEFRITERNER ME
BREE [F= MRS R [ERERER
BAEEE &R DBEAEA -

REBZ EHBERREHRE A A%
EEREE—E— A "F+-_A=+—HLHF
JE 5T IR S BUR (B B 18 1 2 B At JE W ko
LEEEE A ARK4,7440000 (ZE— 1
F:|) RARGEEZHREAEH 8
RABE AU o AN & B I 45 ¥ 5% F AR TS
BEMERG - R "FT+A=1+—
B StEMEYGRIEREEL 2 B B & A
ARMAT44000 (ZE—RF ) °

R-ZE—RAFE+_A=+—H0 %SLHEE
FEBLUR S BN = MI35% A% AE S 15 A R
160,000,0007T ( #A K sF23FT 53t ) - R & &
HMOHEMETYR _T—"FNA=1+H%
2B 2 RE R EEH-

e (FEft) B ZE 2 Rl FR

e
R-ZEFARERR 2ERAREKR
&

ZEFRERBER RERARERKE
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30. DERIVATIVE FINANCIAL 0. TEEMIA
INSTRUMENTS
2016 2015
—E—REF —E—hF
RMB’000 RMB’000
AR¥ET T ARET T
Financial assets ERMEE
Derivative not under hedge accounting: JEARIE ¥ m & 5T R 12 ~
PTHETA:
Derivative embedded in convertible ABRRESFANEZ ZTETE -
bond, at fair value (note 22) BATE (Hzre2) - 194
Futures (note) S (MI5E) - 33
- 207
Note: The Group has purchased futures for China Securities Index 300 B 5 E/\%Zi_ T—-AF+_A=+—HLFE
with a financial institution during the year ended 31 December A RS E B B — ] B LB IR3004
2015. The amount was stated at fair value based on quoted HEEHE - ZeBREMBREZRRAT
market prices. &7l @E
31. HELD FOR TRADING INVESTMENTS M. FHEBEEHRE
2016 2015
—E—RE —E—RF
RMB’000 RMB’000
AR¥ET T ARET T
Equity securities listed in Hong Kong RER LT RAZS 20,902 =
Equity securities listed in the PRC R B EH 2 RAE S 2,600 9,018
23,502 9,018
The amount was stated at fair value based on quoted market ZeRBREmEmERAFTESIR
prices.
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A= S = — EIJtiE

BANK BALANCE - TRUST ACCOUNT/ 32. SRiT# & —RstlRP A&
FUNDS PAYABLES AND AMOUNTS EARIERESEPFKIE
DUE TO CUSTOMERS
The Group maintains a segregated trust account with a AEBR —ERFEIRITEF B ETERP A
licensed bank to hold customers’ monies arising from its online FEREELLE=FINRBEEBEELE
third party payment service business. The Group has classified FRIB -AKEEHDBERFRIBIERRITLE
the customers’ monies as bank balance — trust account BR— IR e MIERAR ZRBEEIE T 255
under the current assets of the consolidated statement of R WHRERENBEES 2 BERIBLE
financial position and recognised the corresponding payables NEFER AEBBER=ZARITEEZN
to respective customers as funds payable to customers. B EXRHERRFRBLGERFAGE
The Group entitles to interests generated by the bank but is £
restricted to use the customers’ monies to settle customers’
own obligations.
BANK BALANCES AND CASH/ 33. SRITHBRRKIR ﬁ/E,'?EHEF RIT
PLEDGED BANK DEPOSITS T
Bank balances and cash and pledged bank deposits carry RIT4 ﬁ%&iﬁ’f&ﬁi‘fﬁﬁfﬁﬁﬁ TAE N TR
interest at market rates ranging from 0.01% to 0.35% (2015: HFF0.01%=£0.35% —HF:0.01%=
0.01% to 1.750%) per annum. 1.750% ) 2 iﬂu@at,%\ o
At 31 December 2016, pledged bank deposits represented RZEBE—RFETZA=1T—H0 2 #B8HRT
deposits pledged to banks to secure the long-term bank FRIEER T RIT 2 7R ARG R EAR1T(E
borrowings and were therefore classified as non-current assets. ERALDERIERBEE -
The Group’s bank balances and cash and pledged bank AEBNERAESEERBEEE AN G
deposits denominated in currencies other than functional FHECRITESR KIR € RE B RITERUW
currency of the relevant group entities are set out as follows: D
As at 31 December
R+Z-HRA=+—H
2016 2015
—E—RE —T—hF
RMB’000 RMB’000
AR®F T ARBTT
HK$ BT 2,494 18,036
RVMB ARHE 499 499
us$ ETT 134,691 14,315
137,684 32,850

3R 2016 « HEABEEM K ERA
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For the year ended 31 December 2016 HE_-_ZT—"NFE+_A=+—HIFE

34. ACCRUALS AND OTHER PAYABLES 4. EtER R EMEMTRIE

As at 31 December

R+=-—HA=+—H
2016 2015
—E—RE —E—hF
RMB’000 RMB’000
AR¥T T ARET T
Other payables and accrued expenses E b B 3118 & fE5+ & 219,536 68,928
Consideration payable for acquisition of U &% — R B A &l 2
remaining interests in a subsidiary R T 2 B E 4,545 4,251
224,081 73,179
Financing service income receipts 7l & AR 75 A 8 W SR IR
in advance (note (a)) (HMtzE(@)) 41,850 18,730
265,931 91,909
Notes: B 5
(@)  Financing service income receipts in advance represents @ BERBUATERGRIEIE A EKE S ER
the deferred income arose from the difference between loan BEHRBAENBEARLERKRAEFERHN
receivables and the actual fund transferred to the customers at ERES  FNEBEEMNBECEHA Mk
the inception of loan granted in accordance with the respective WA EZ R ER AT S WA -

loan agreements and the deferred income will be recognised as
interest income over the loan period.
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For the year ended 31 December 2016 # & —R"E+ZHA=1+—H Jtif;

. BORROWINGS 35. &E&
As at 31 December
R+ZA=+—H
2016 2015
ZE-REF —ZT—ARF
RMB’000 RMB’000
AR®FT ARBTT
Secured bank loans (note (a)) BEIPRITER (HH3E@) 363,333 140,000
Secured other loans (notes (a) and (b)) BEFEMEF (k@& (b)) 573,876 109,096
Unsecured bank loans LR ITER 193,347 25,000
Unsecured other loans AR IR E A B3R 123,000 215,000
Unsecured entrusted loans F s = 566,650 354,520
1,820,206 843,616
Carrying amount repayable*: JEEEREE" -
On demand/within one year BRER,/ —FN 903,297 567,616
After one year but within two years —F DA BB A 698,909 139,000
After two years but within five years MFAEETHBBARF 134,000 67,000
After five years FHFU E 84,000 70,000
1,820,206 843,616
Carrying amount of bank loans that I FER TR EA R B ET
are not repayable within one year —FREREHAEER
from the end of the reporting period BREE 17%%/’\2 RITERZ
but contain a repayment on demand ~ BEEE (FIR RSB EBEET)
clause (shown under current liabilities) (112,000) (126,000)
1,708,206 717,616
Less: amounts repayable on demand & : 1% BREE K FI DR
or due within one year shown BEBTNZ—FK
under current liabilities E|HAFREE (903,297) (567,616)
Amounts show under non-current FIRIEREBEIER T2
liabilities 804,909 150,000

*

* B HR TR AR Ty iR B SR i
HIBURFTE -

The amounts due are based on scheduled repayment dates set ZFTE 2 5T EIE KB

out in the loan agreements.
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For the year ended 31 December 2016 HE_-_ZT—"NFE+_A=+—HIFE

35. BORROWINGS (continued)

Notes:

(@)

As at 31 December 2016, secured bank loans of
RMB126,000,000 (2015: RMB140,000,000) and no secured
other loans (2015: RMB92,546,000) were secured by the
investment property held by the Group.

As at 31 December 2016, secured bank loans of
RMB237,333,000 (2015: Nil) were secured by the pledged bank
deposits (note 33).

As at 31 December 2016, secured other loans of approximately
RMB31,300,000 (2015: RMB16,550,000) were secured by
certain loan and trade receivables as disclosed in note 26.

As at 31 December 2016, secured other loans of approximately
RMB542,576,000 (2015: Nil) were secured by share charges on
certain wholly-owned subsidiaries.

The loans of approximately RMB1,456,873,000 (2015:
RMB703,616,000) are at fixed rates of 4.13% to 20.0% (2015:
7% to 16.8%) per annum. Another loan of RMB363,333,000
(2015: RMB140,000,000) are at variable rate of 43% (2015:
43%) on top of over-five-years RMB benchmark interest rate
issued by the People’s Bank of China, 9.47% on below of two
years RMB benchmark interest rate issued by the People’s Bank
of China and 0.08% coupon rate plus interest rate swap plus
1.3%.

The effective interest rates of borrowings at the end of the
reporting period as follows:

35. {8 & (@)

P &E -

(@)

RZZE—RFE+-_A=+—8B AR
126,000,000 (ZZE—AF: ARK
140,000,0007T) 2 B B RITE R KL A
REZ T (ZZT—HF: AR¥92,546,000
T0) ZHM AR ER T AR EEFE 2%
B Y EAEE -

R-ZZE—RNE+-_A=+—8B ARK
237,333,000 (=E—RF:Ex) 2 HE
HERITERTIAB I IRRTT17 50 (MI7E33)
YEHK I8 o

RZZE—R"E+ZA=+—HB HAER
#31,300,000c (ZE—HF: ARK
16,550,00070) 2 B EME KT AR T
FEWE R K B E BRI (FRanfi s
26FTHER) o

R_ZE—R"F+-A=+—8" EtEHE
RN R#E542 576,0007T (== ﬁi
) EARMDIFRSKABETIHZENBR
{EHELR -

# A R #1,456,873,0007T ( — ﬁi
AR #703,616,0007T) 2 &'; m‘@zlm’ﬂ
FF413%E20.0% (ZE—HF 7%=
16.8% ) 5t B » A R #363,333,0007T (=&
—F4 : AR¥140,000,0007T) 2 Z—EE
KB F R43% (ZF— A F 1 43%)
MPBRARBRITEMZBBAFTFHARE
EERRA B 9.47% M B A RIE1TEM
ZIRARE ARBEEERR0.08%E B R
hnts EARI & Hn1.8% o

RBERREE 2 BERFEMOT

As at 31 December

W+=ZA=+—H
2016 2015
—_E—RE —ET—hF
Bank and other loans RITREMER 12.5% 12.8%
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 & &
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OBLIGATIONS UNDER AN FINANCE 36. Bl EfHE K IE
LEASES
2016 2015
—F-RE E—RF
RMB’000 RMB’000
AR¥ET T AR¥TTT
Analysed for reporting purposes as: HEWMEHDTAT :
Current liabilities mEAE - 2,203

It was the Group’s policy to lease certain of its fixtures and
equipment under finance leases. The average lease term was
1.5 years. Interest rates underlying all obligations under finance
leases were fixed at respective contract dates ranging from 8%
to 10% per annum. These leases had no terms of renewal or
purchase options and escalation clauses.

REB7HRARBEREAEHNES TREE K
=K ?ﬁ?ﬂfﬁﬂﬁ1 S5 o FTARVE M EAIENRRE 2
ERBHBEE NTREFEE%HEI0% °
ZEMRE Iﬁﬁ*i’ﬂlﬁﬁ?ﬁ_}zﬁﬁﬁ

MERE

183K °

ERELADRE

Present value of minimum lease

Minimum lease payments payments
RREEHH ERAENHRE
2016 2015 2016 2015
—-~E —h¥ —-~E —1F
RMB’000 RMB'000 RMB’000 RMB'000
ARETR ARETT AR#FTT ARETT
Amounts payable under FE{tRtEHEIE
finance leases
Within one year —E R - 2,420 - 2,203
After one year but within -~ — 4 A F{B B 3E
two years 4 - _ - -
After two years but within -~ Y 4E LA 1B TNHR 3@
five years RE - - = -
Atfter five years FE = - - -
- 2,420 - 2,203
Less: future finance charges 3 : 7 & gt & & B N/A N/A
- (217) TER NEH
Present value of lease HERIERE
obligations - 2,203 - 2,203
Less: Amount due for BT @A
settlement within 4k~ B HR 2
12 months (shown 18 (B 7
under current AP
iabiliies) dale
E ) - (2,209)
Amount due for settlement A+ — 1@ H BiEE 2
after 12 months 3| BR =18 _ _
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SRR EA KR

—RNETZA=+—HILFE

OBLIGATIONS UNDER AN FINANCE 36. B E A ERIE @
LEASES (Continued)
The Group’s obligations under finance leases are secured by AEBZEREAEDUHBEALSHEHES
the lessor’s charge over the leased assets. ERE 2R IEER
DEFERRED TAX LIABILITIES 7. EEHIEAE
The movements in deferred tax liabilities during the year are as RAFEE - BREHBEEEEBNOT
follows:
Withholding tax Fair value
on undistributed adjustment
profit of Revaluation arising from
subsidiaries in of investment acquisition of
the PRC property subsidiaries Total
B B B 2 R VB M B
H K 9 iR Eff REGIBZ
it F T A0 BEME NEERE k)
RMB'000 RMB’000 RMB’000 RMB’000
ARETT ARETFT AREFT ARBTFT
At 1 January 2015 R-ZE-—HF—F—H 7,223 37,012 33,959 78,194
Charged to profit or loss ~ FAMEz 1k 1,938 - (955) 983
Acaquisition of a subsidiary Y8 —FE KB A Al
(Note 45) (KtzE45) = = 10,032 10,032
At 31 December 2015and R=ZE—h%F
1 January 2016 +ZA=Z+—8k
—Z-RF-HA-H 9,161 37,012 43,036 89,209
Charged to profit or loss ~ FA Bz 1,842 - - 1,842
At 31 December 2016 RZT—RE
+ZA=+—-H 11,003 37,012 43,036 91,051

Under the EIT Law of PRC, withholding tax is imposed on
dividends declared in respect of profits earned by the PRC
subsidiaries from 1 January 2008 onwards.

At 31 December 2016, the Group had unused tax losses of
approximately RMB90,704,000 (2015: RMB112,452,000)
available for offset against future profits. No deferred tax
asset has been recognised in respect of the tax loss due
to the unpredictability of future profit streams. Included in
the unrecognised tax losses are losses of approximately
RMB18,148,000 (2015: RMB3,541,000) that will expire after
five years from the year of assessment to which they relate to.
The remaining tax loss may be carried forward indefinitely.

CREDIT CHINA FINTECH HOLDINGS LIMITED ¢ ANNUAL REPORT 2016

RETFBECEMEVE B =TT N\F—A
— B - 3 B 8 2 B R E 20 A T B R
Z IR ABMTEM

R-E—XE+_A=+—8 A£E@AX
&) AR IEE B A R #90,704,0007T (=2
— R F: AR¥112,452,0007T ) A 1K §4 &
25 A o B A AR 2 s ) SRR S AT TER) - Bk
ERTRIBEEERRECHIBEE - RERB
BEEREKNBEAEBEETGFEELETR
FigEm 2 BiEH AR %18,148,0005T (=
T —hF: AR¥S541,0007T) - % T FiIA
B 18 r] SR HR A4
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For the year ended 31 December 2016 & &
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CORPORATE BONDS 38. nEIESH
As at 31 December
w+ZH=+—H
2016 2015
ZE-RE —T—AF
RMB’000 RMB’000
AR®T T ARBTT
2-year 9.5% fixed rate bonds (Note () 24 H19.5%E B &% (MF7E()) - 173,719
7.5-year 5.5% fixed rate bonds (Note (i) 7.54F H35.5% € & &%
(B = Gi) ) 65,265 60,044
3-year zero interest bonds (Note (i) SF T BEH (P k(i) 89,185 -
154,450 233,763
Represented by: Bl
Non-current portion FEm BN HB 1D 154,450 60,044
Current portion mEER 1D - 173,719
154,450 233,763
Notes: B 5
()  The balance at 31 December 2015 represented principal 0] R-TE—RF+-A=1+—HZEHER

amount of HK$200,000,000 which was due on 8 July 2016,
carried interest at a fixed rate of 9.5% with interest payable
semi-annually in arrears on 8 January and 8 July of each year.
The corporate bonds were unsecured and discounted at an
effective interest rate of 11.3% per annum. The corporate bonds
were redeemed during the year 31 December 2016.

(i) The balance at 31 December 2016 and 31 December 2015 (i)
represented principal amount of HK$80,000,000 (2015:
HK$80,000,000) which is due on 24 April 2022, carries interest
at a fixed rate of 5.5% with interest payable semi-annually in
arrears on 24 April and 24 October of each year. The corporate
bonds are unsecured and discounted at an effective interest rate
of 7.7% per annum for HK$50,000,000, 8.8% per annum for
HK$10,000,000, 8.0% per annum for HK$10,000,000 and 7.8%
per annum for HK$10,000,000.

(i)  On 3 March 2016, 9888.cn Limited (“9888.cn”), an indirect (iii)
wholly-owned subsidiary of the Company completed the
issue of convertible bonds of 9888.cn to Jiefang Media (UK)
Co., Ltd. (“Jiefang Media”), an independent third party, in the
principal amount of RMB90,000,000, which is due on 3 March
2019. At any time after the issue date and up to the maturity
date, Jiefang Media shall have the right to convert the said
convertible bonds into 6% of the equity shares of 9888.cn (as
enlarged by the conversions) subject to conditions set in the
agreement between 9888.cn and Jiefang Media. In the opinion
of directors of the Company, the possibility of the conversion
condition being satisfied was remote and the derivative
component of the conversion is immaterial. The corporate bonds
are unsecured and discounted at an effective interest rate of
11.94% per annum. The respective inputed interest amounting
to RMB26,856,000 was recognised at inception date and
amortised over 3 years contract terms, of which RMB7,432,000
was recognised in “Other gains and losses” for the year ended
31 December 2016, in the note 10.

4 #8200,000,000/8 70 EER —ZT— /R F
+ A/\B B8 - 12 [E 7E A %9.5%5T S, + M Al
BEREFE-ANABREtANBEXELM
— R NRlEHAEKIRRIZERFRTF
11.3%8538 - RRIEFN T —~F+=A
=t+—BFEEER-

R-E—ARE+_A=+—HRER-_Z—HF
+= A=+—H 2 &5 £ %880,000,000
BT (—Z—F4 : 80,000,000/ 7T) * Hi%
R - —FPNA -+ BRI ZE TR
E55%:T B MABSREFMNA=+MA
E+AZtTMHBES+ESIH—K - ARESH
74 83K 18 2 50,000,0007% 7T + 10,000,000/%8
JT * 10,000,000/ Jt 510,000,005 7T 7 7
BEBRAEREF7.7% 8.8%  8.0%K%7.8%
AE3R o

R-TE—A"F=ZA=ZB ARARIZHESR
EWNBARIERMIBAERAR (&R T
iﬁj)nﬁﬁmﬁ*”_maﬁ&zﬁﬁ%( LE) B
NA) ([BREE])BITRAEEAEARE
90,000,000712?[%@%%‘% (E#ER=F
—NWE=ZAZHEH) RETEHPEERE
EFH A (TR - MR AE R A S bt
AR ESERAS R TISRIEZ6% (&
FRERERN) MBS SR TS MFREE
ZHEMBIEERR - AAREERE &
Wﬂiﬁ%um‘f‘*%@%z - BEBRHTE D
W AREE - N AlfEHAEEITRIZRER IR
FFE11.94% R -Z B2 HEFEBEA
R #26,856,0007T0 Ji5 Fta B HAFER I N =
ARFEANES &R ARK7,432,000
TIRBE_T—A"F+=-_A=+—81t
FERKIFE10 [Ha WS REIE] R e
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For the year ended 31 December 2016 #HZE—ZT— NFE+_A=+—HILFE

39. CONVERTIBLE BONDS 39. Al IR B %

During the year ended 31 December 2016, the Company
completed the issue of 3-year 7% convertible bonds with an
aggregate principal amount of HK$1,000,000,000 (equivalent
to approximately RMB861,287,000) (the “7% Convertible
Bonds A”). The 7% Convertible Bonds A is denominated in
HK$ and entitles the holders to convert them into ordinary
shares of the Company at any time between the issue date
to the maturity date at an initial conversion price of HK$3.476
per share, subject to adjustments pursuant to the terms
and conditions of the 7% Convertible Bonds A. If the 7%
Convertible Bonds A has not been converted or redeemed
in accordance with the terms and conditions of the 7%
Convertible Bonds A, it will be redeemed on the maturity
date at its outstanding principal amount. As a result of the
share subdivision of each issued and unissued ordinary
share of HK$0.1 each in the share capital of the Company
into five ordinary shares of HK$0.02 each effective on 19
September 2016 (the “Share Subdivision”) as disclosed in
the announcement of Company dated 15 September 2016,
the conversion price of the 7% Convertible Bonds A has
been adjusted HK$0.6952 according to the terms of the
7% Convertible Bonds A. On 3 and 17 November 2016, the
Company allotted 21,576,524 and 50,345,224 ordinary shares
to certain 7% Convertible Bonds A subscribers as a result
of the exercise in part of the 7% Convertible Bonds A in the
principal amount of HK$15,000,000 and HK$35,000,000,
respectively. The 7% Convertible Bonds A contains two
components, liability and equity components. The effective
interest rate of the liability component is 14.5% per annum.
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REE-Z—XRE+t_-_A=+—HBIFE"-
A RB SRR T A S 4858 A1,000,000,000
77T (A8 E R # A R 1861,287,0007T) 23
FEH7% IR ES ([7%IRRESFA]) ©
7% A MR EFALBTTAHE B T RB AR
MATREETT A EEIHE A L AR BE R IR AT
TR BE EA%3.47678 7T (AT AR 1B7% 0] #2 %
BEHAZGRRRIEH T LATEE) #7% 0] #A%
EHAEIR AR N BT @A - (H7%A R E
FHAN AR RT % AT AR (B HAZ R G
B ER A EBRE BB RE R
BEACHEELR - FUALRGBHAE-ZT
—RNENATRABZRAEMHEE ARK
DI ARARESREBEAB T BT
RARBETZEBRIFAAAREREER
0.02B L2 EBR 2BHOIFAR = — <
FNATNABER(TRDIFAE]) - 7%
BMREHAZBRED BRIBETRAIRRKRES
AZ TR £0.695278 TL o 1A —F — /N F
+—A=BEkt+tA ARRRATERSHE
% Bl /15,000,000 7t 35,000,000/ 7T 2
87 % A R (E 5 AT BR 2521,576,524%
50,345,224 E AR T & T 7% AT R EHA
REEF - 7% R EFARERERS -8
ERERTD AEPDCERFEAETF
14.5% °
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CONVERTIBLE BONDS (continued)

During the year ended 31 December 2016, the Company
completed the issue of 3-year 7% convertible bonds with an
aggregate principal amount of HK$100,000,000 (equivalent to
approximately RMB85,640,000) (the “7% Convertible Bonds
B”). The 7% Convertible Bonds B is denominated in HK$ and
entitles the holders to convert them into ordinary shares of the
Company at any time between the issue date to the maturity
date at an initial conversion price of HK$3.476 per share,
subject to adjustments pursuant to the terms and conditions
of the 7% Convertible Bonds B. If the 7% Convertible Bonds B
has not been converted or redeemed in accordance with the
terms and conditions of the 7% Convertible Bonds B, it will
be redeemed on the maturity date at its outstanding principal
amount. As a result of the Share Subdivision, the conversion
price of the 7% Convertible Bonds B has been adjusted to
HK$0.6952 according to the terms of the 7% Convertible
Bonds B. On 27 September 2016 and 11 November 2016, the
Company allotted 7,200,000 and 7,196,000 ordinary shares
to the 7% Convertible Bonds B subscriber as a result of the
exercise in part of the 7% Convertible Bonds B in the principal
amount of approximately HK$5,005,000 and HK$5,005,000,
respectively. The 7% Convertible Bonds B contains two
components, liability and equity components. The effective
interest rate of the liability component is 15.9% per annum.

or 5 M B R R M A

NET-_A=T—HILFE

39. AR fEH (@)

REE-ZE—XRE+t-_A=1+—HBIFE"-
RN B SERK B 1T AN & 4258 4100,000,000
& 7T (A E R4 A R #85,640,0007T ) Z 3
H7% AT IR E 5 ([7T%AI AR EHB ) »
7% A R EFBABITAHE B T RA AR
MRl 81T B EIE B 89 A 1E B3R BB A iR 9
TR BE EA%3.47678 7T (AT AR 1B7% 0] #2 %
BEHB AR AR T LATIEE ) #7% AT 2 3%
EHBEIR A AR R LB - iw7% ] AR &
% B AR IR T % AT HA AR (8 5B 2 G R 614
et gD - B E KA B B B R E R E
BASTEEL - BRROIFMA - 7% RRE
FBr EIRED RIET %I RRESFBZ IER
AR RBEDT%IMRESRB 0.695248 7T ° 1Y
—E-RNFNAZTEHERZE—RF+—
A+—B ARAFRETERSED B AL
5,005,0007% 7T 15,005,000/ 7T 2 B8 57 % Al
% (& % Bif Fic 37,200,0000% 57,196,000
fREBAR T7% 0] # AR (5 5 BRBE 77 o 7%H]
BMREFBEEMERY —BERER D
Do BEHD 2EBEMNERTF15.9% o
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39. CONVERTIBLE BONDS (continued) 39. A&z /%5 (m)

During the year ended 31 December 2016, the Company
completed the issue of 3-year 5.9% plus 3-month
LIBOR convertible bonds with an aggregate principal
amount of US$45,000,000 (equivalent to approximately
RMB298,704,000) (the “US$ Convertible Bonds”). The US$
Convertible Bonds is denominated in US$ and entitles the
holders to convert them into ordinary shares of the Company
at any time between the issue date to the maturity date at an
initial conversion price of HK$3.476 per share with fixed Hong
Kong dollar exchange rate at the average of the bid and ask
rates as of the issue date of the convertible bond quoted by
the Hongkong and Shanghai Banking Corporation Limited,
subject to adjustments pursuant to the terms and conditions
of the US$ Convertible Bonds. If the US$ Convertible Bonds
has not been converted or redeemed in accordance with the
terms and conditions of the US$ Convertible Bonds, it will be
redeemed on the maturity date at its outstanding principal
amount. As a result of the Share Subdivision, the conversion
price of the US$ Convertible Bonds has been adjusted to
HK$0.6952 per US$ Convertible Bond according to the terms
of the US$ Convertible Bonds. The US$ Convertible Bonds
contains two components, liability and equity components. The
effective interest rate of the liability component is 15.1% per
annum.

During the year ended 31 December 2015, the Company
issued 6% convertible bond with an aggregate principal
amount of HK$300,000,000 (equivalent to approximately
RMB236,419,000) (the “6% Convertible Bond”). The 6%
Convertible Bond is denominated in HK$ and entitle the
holders to convert them into ordinary shares of the Company
at any time between the fortieth day from the issue date of
10 May 2015 to the tenth day prior to the maturity date of 9
May 2018 at an initial conversion price of HK$2.6, subject to
adjustments pursuant to the terms and conditions of the 6%
Convertible Bond. If the 6% Convertible Bond has not been
converted or redeemed in accordance with the terms and
conditions of the 6% Convertible Bond, it will be redeemed
on maturity date at their outstanding principal amount. As
a result of the Share Subdivision, the conversion price of
the 6% Convertible Bonds has been adjusted to HK$0.52
according to the terms of the 6% Convertible Bonds. The
6% Convertible Bond contains two components, liability and
equity components. The effective interest rate of the liability
component is 13.6% per annum.
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MNBE_ZE—RE+_A=+—RHILEE"
INA R E TR BT AN 48 58 £45,000,0003
7T (HEE R4 A R#298,704,0007T ) 2 34F
H15.9% % I =1 A e SR 27 B i AR ES
([ZETrT R ES]) - ETT A RIRESHUAE
JLRTE BT RA AR R THHEE
HA B |F HA BE B 12 1) 08 B2 4R (B T 1R3.47675
AR ESEZIRITAR A RN A AR E
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. CONVERTIBLE BONDS (continued) 39. AT B F (&)
The movement of the liability and equity components of the AR ES 2 BERERE D 2 Z BT 0
Convertible Bonds is set out below: 1SS
Liability Equity
Component Component Total
afgae EEmE S wm
RMB’000 RMB’000 RMB’000

ARBTT ARBTT ARBTT

Issue of convertible bond FRETIRERES
during the year 213,213 23,206 236,419
Transaction costs RS (1,066) = (1,066)
Effective interest expenses BB BT 16,129 = 16,129
Interest payables FE A F1 (7,885) - (7,885)
Exchange realignment RS 13,707 - 13,707
At 31 December 2015 and MNZZE—hF
1 January 2016 +=—A=+—HK
—E—RF—H—H 234,098 23,206 257,304
Issue of convertible bonds FRETAIRERES
during the year 1,095,997 149,634 1,245,631
Transaction costs RS (14,475) (2,000) (16,475)
Effective interest expenses BRI BN 116,508 = 116,508
Interest payables JE 1 A1 2, (46,002) - (46,002)
Conversion of convertible bonds ER AR R E H (48,128) (5,257) (53,385)
Exchange realignment (ERIE RS 55,174 - 55,174
At 31 December 2016 MZZE—RF
+=—A=+—H 1,393,172 165,583 1,558,755
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40 PREFERENCE SHARES OF A
SUBSIDIARY

On 24 November 2016, the Group completed the acquisition
of Leyu and the non-controlling shareholders held 14,981,908
preference shares of Leyu, with the following rights extracted
below:

Right of preferred share

(@)

\oting right: Each preferred share shall carry a number
of votes equal to the number of ordinary shares. The
preferred shares shall generally vote together with the
ordinary shares and not as a separate class.

Dividend: Leyu does not have obligation to pay dividend
or accrue dividend. Dividend declaration is subject to the
resolution of shareholder meeting.

Liquidation: Leyu grants to the holder of preferred
shares and enables them to claim the first 80% of the
residual value of Leyu in case of liquidation. The holder
of preferred shares shall automatically have the same
right of liquidation preference as enjoyed by the new
investor(s), unless such right is waived by the holder of
preferred shares in writing.

Conversion option: The preferred shares can
automatically be converted into ordinary shares by written
consent of the holders of the preferred shares then
outstanding or by the date of Leyu’s initial public offering
(“IPO”), on the basis of one ordinary share for each
preference share (i.e. the conversion ratio is 1:1). The
conversion ratio shall be adjusted in the event that after
the original issue date Leyu issues any additional ordinary
shares for a price less than the original preferred share
price.

In the opinion of the directors of the Company, Leyu has
contractual obligation to deliver a variable number of
Leyu’s own equity instruments. As a result, the preferred
shares of Leyu is designated as financial liabilities at fair
value through profit or loss at initial recognition.

In the opinion of directors of the Company, the fair
value of preference share as at 31 December 2016 was
recognised at RMB71,990,000. The fair value of the
preference shares as at 31 December 2016 has been
arrived at on the basis of valuation carried out on the
respective date by EEREIE AR (LR)BRAA, an
independent qualified professional valuer not connected
to the Group. EREEZH (IER)BR A A has
appropriate qualifications and recent experiences in the
valuation of similar financial instruments in the relevant
industries.
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For the year ended 31 December 2016 & Z_—Z

41. PROVISION FOR FINANCIAL

GUARANTEE

Balance represented the provision for financial guarantee in
favor of the fund providers of Leyu, under the segment of
“Onine investment and technology-enabled lending service”,
at fair value amounting to RMB42,837,000 as at 31 December
2016. The provision was recorded at fair value as at 31
December 2016 which have been arrived at on the basis of
valuation carried out on the respective date by & % B IR

(Jb3) AR A 7], an independent qualified professional valuer
not connected to the Group. ER BB (LR ) BRAF]
has appropriate qualifications and recent experiences in the
valuation of similar financial guarantee in the relevant industries.

41.

.-vT |=|7 ,E\Zl' %% #EL iE Bﬁ

—AE+=A=+— Eti&
R ERER

HERE [ ERRERBRESHERRSE] o
*BIETECfg—/_\E‘f’ A=+—HLeyu
ZESRBARZ R ARBEZEHERAR
#42,837,0007T (EZAFE) - ZE S RER
_7' /\£|E+ )5] ‘|’ EITEQi{EuEﬁ“
ENRBEEAEEYEEEC BLE ﬁffﬂ
;ﬁ%ﬁwﬁﬁﬂi%%ﬁaiﬁm.ﬂ(im)ﬁﬁﬁ

RAERE A HETT 2 EER - BERE R aﬁ
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For the year ended 31 December 2016 HE_-_ZT—"NFE+_A=+—HIFE

42. SHARE CAPITAL 42. g 7K
Nominal
value Number of
per share shares Share capital
EREE B8 E A
Presented as
AT 27
HK$ ‘000 HK$'000 RMB'000
BT T THT  AR®TE
Authorised 3T
100,000,000,000 ordinary shares of 100,000,000,0008% & AX E{&
HK80.02 each 00282 LB
(2015: 20,000,000,000 of (—E—F%:
605 ez} (e ) 20,000,000,000 &% N/A
EE01ET) (FiE()) 2,000,000 NER
Issued and fully paid DERTREE
At 1 January 2015 R-ZE—RFE—F—H 0.10 3,221,156 322,115 267,736
Issue of shares upon placing (Note &) FARRE B 37T 15 (KisEa) 0.10 639,564 63,956 52,765
Exercise of share options (Note b) TR (B sth) 0.10 14,490 1,449 1,141
At 31 December 2015 and R-ZE—RE+-A=+—H
1 January 2016 R-E—~5-A—-H 0.10 3,875,210 387,520 321,642
Exercise of share option (Note d) TR RRRE (MEEd) 0.10 3,721 372 321
Issue of shares for acquisition of R U B B 8 N B BT IR D
assoiate (Note f) (BtsEf) 0.10 258,318 25,832 21,557
0.10 4,137,249 413,724 343,520
Effect of share subdivision (Note c) B ird 2 (Hizc) 16,548,998
Exercise of share option (Note d) T{EBERRAE (HsEd) 0.02 36,960 739 646
Issue of shares for acquisition of - B AR
a subsidiary (Note €) R (fizke) 0.02 541,251 10,825 9,522
Issue of shares for acquisition of WE—FEHB AT Z
additional interest in a subsidiary FINERS TR
e (Hite) 002 172,806 3458 3042
Conversion of convertible bonds BRI RES (HEg)
(Note g) 0.02 86,318 1,726 1,529
At 31 December 2016 RZE—"F+ZA=+—H 0.02 21,623,672 430,472 358,259
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42. SHARE CAPITAL (continued)

Notes:

(@)

On 9 July 2015, the Company have allotted and issued
94,112,000 shares to Tandellen Group Limited, an independent
third party to the Group, at the subscription price of HK$1.70
per subscription share.

On 22 October 2015, the Company have allotted and issued
265,128,000 shares to China Dragon Asia Champion Fund
Series SPC, an independent third party to the Group, at the
subscription price of HK$1.95 per subscription share.

On 2 December 2015, the Company have allotted and
issued 280,324,000 shares to not less than six placees at the
subscription price of HK$2.10 per subscription share.

The above subscription agreements were completed and
639,564,000 ordinary shares of HK$0.10 each were issued
and allotted for a total consideration of approximately
RMB1,045,290,000.

During the year ended 31 December 2015, 14,490,000 share
options had been exercised by a former director of the Company
at the subscription price of HK$0.74 per share for a total
consideration of approximately RMB8,441,000, resulting in an
issue of 14,490,000 new ordinary shares of HK$0.1 each.

On 16 September 2016, the Company effected the share
subdivision on the basis that every one issued and unissued
existing share of par value of HK$0.10 each in the share capital
of the Company be subdivision into five subdivided shares
of par value of HK$0.02 (the “Effect of Share Subdivision”).
Total 16,548,998,000 new shares were issued and the
authorised share capital of the Company was increased from
20,000,000,000 to 100,000,000,000 accordingly.

or 5 M B R R M A

For the year ended 31 December 2016 & ZE_—Z —

NET-_A=T—HILFE

42, Bz 7~ (@)

P &E -

(@)

R-Z—AFEANB ARREAARNEE
2 ¥ % = A Tandellen Group Limited#Z &
AR 5R B8 A% 91,7078 Jo 2 REE B 8 R & 1T
94,112,000/% A& 17 ©

RZZE—FF+A-+=-—B AAFD
M A% E 2 ¥ 3 % = 5 China Dragon
Asia Champion Fund Series SPCHZ & &
RERM1.95B T2 RBERE RET
265,128,000f% i% 173 °

RZZE—RF+=-A=H ARFEEER
RERG2I10B T ZRBERTIRKE
A HE A FiR 3 & % 17280,324,000% A% 17

LA EREHHHE T - AR R BT RE
%%639,564,0008% & IX F{EH0.107% 7T 2 & i@
B% - R (B A AR E1,045,290,0007T ©

BE-_Z—AF+-_A=+—HIEFERN"

KRARZ — BRI EEEIRFR.74B T2
REEB1T{£14,490,00017 BB AL #E - AR EX
#£8,441,0007% 7T + & 8 2 7714,490,0000%
FRREMEC 1B T 2L AR -

R=ZZ—RNFENA+E ARBETRG
Pl - EE AR N BRAFFIREEA0.10
BILZBBITRABRITHARGFEAER
BRI {8 £0.0278 7T 2 &R 4B A% 10 ([AR 15 47
Mz B A LB #7716,548,998,000
i AR N A /NI B O 7 vl - N =2
20,000,000,0000% # /i1 % 100,000,000,000
f% o
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For the year ended 31 December 2016 & ZE—Z —

42. SHARE CAPITAL (continued)

Notes: (Continued)

311

(d)

During the year end 31 December 2016, 11,113,000 share
options had been exercised by the employee and consultant of
the Company as detailed in note 49, at the adjusted subscription
price after the effect of the share subdivision as detailed in
note 42 (c), which was ranged from HK$0.3628 to HK$0.4260
(after the Effect of Share Subdivision), resulting in an issue of
55,565,000 new ordinary shares of HK$0.02 each.

On 24 November 2016 and 14 December 2016, the Group
has issued and allotted 541,251,000 shares and 172,896,000
shares as part of the consideration for the acquisition of 36%
and 12% equity interest, respectively, over Leyu. Total share
consideration amounting to approximately RMB418,981,000
and approximately RMB107,983,000, respectively. Further
details are disclosed in note 45.

On 30 April 2016, the Group has issued and allotted
258,318,000 shares as part of the consideration for the
acquisition of 35% equity interest over Shanghai Jifu. Total share
consideration amounting to approximately RMB687,658,000 as
detailed in note 23(d).

During the year ended 31 December 2016, there were
86,318,000 shares converted by the convertible bonds as
detailed in note 39, contributing approximately RMB1,529,000
and RMB51,856,000 new share capital and share premium
accordingly.

The new share rank pari passu with the existing shares in all respect.
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(d)

A

(%)

BE-ZT—XREt+-A=+—HILFE &
A AMEE REEME R D IR (Rankt
FF42()FTaFil ) 2 &8 1L N F0.36288 7T
Z0.426078 7T 2 & AR REE (BRI H R
M2 B2 ) 171$55,565,00017) B AL #E (1B
Rz 2 28) (M FE49FTE ) -
E Y 341755,565,0000% AL {EO0.0278 7T 2
T mAR o

R-E—RNFEt+—A-t+HWHE=-Z—
F+—A+ME AEEES %J%éﬁ&@a%é
541,251,000/% ¥ 172,896,0000% f% 17 & &
U B8 Leyu 2 36% M 12% A% #E 2 SR{H R (B - 48
R RAB D Bl B4 AR #418,981,0007T &
#) A R #107,983,0007C ° # — #H E B H B
K45 o

R-E—ARNFNA=+H AEEEETT
K Bt 25258,318,0000% A% 17 1 & U 88 8 A
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) e
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For the year ended 31 December 2016 #HZEZ—ZT—NE+_A=+—HILFE

COMMITMENT

Operating lease arrangement

The Group as lessee

The Group leases certain of its staff quarters and offices under
operating lease arrangements. The leases typically run for an
initial period of three months to three years. Lease payments
are usually increased annually to reflect market rentals.
No provision for contingent rent and terms of renewal was
established in the leases.

The total future minimum lease payments under non-
cancellable operating leases are payable as follows:

43. KIE

REHERH

ZEBEZRBEN
AEBBREKEHELHHEETEIRS
MRAE ZEME—RVNLAP=EAZE
—E-HEMNKBEFSEFEMN ARBH
SHe HEVTEAENATHE NEEFH
AL o

REFTHELEHERRNARKERE
HIAFRFRIAT

As at 31 December

R+ZA=+—H
2016 2015
ZE-REF —ZT—AF
RMB’000 RMB’000
ARBFT AREEF T
Within one year —FR 20,466 22,809
In the second to fifth years inclusive F_FEERAFNA
(BEEEME) 4,792 10,416
25,258 33,225
Capital expenditure commitment BRI AE

At the end of the reporting period, the Group had the following
capital commitments:

RB|ERR AEEE A TEAREKRE

As at 31 December

R+ZHA=+—H
2016 2015
—E—AE —T—RF
RMB’000 RMB’000
AR¥ET T ARBTT
Capital expenditure contracted for but B RA TN & B ZE R4
not provided for in respect of: BAREHE2ERNRS
Acquisition of plant and equipment or Y& & K =% 5 e E A B
intangible assets 9,242 4,011
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For the year ended 31 December 2016 #HZE—ZT— NFE+_A=+—HILFE

44. RETIREMENT BENEFITS SCHEMES

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme”) under the Hong Kong Mandatory Provident Fund
Schemes Ordinance. Under the MPF Scheme, the employees
are required to contribute 5% of their monthly salaries or up
to a maximum of HK$1,500 (2015: HK$1,500) and they can
choose to make additional contributions. The employer’s
monthly contributions are calculated at 5% of the employee’s
monthly salaries or up to a maximum of HK$1,500 (2015:
HK$1,500) (the “Mandatory Contributions”). The employees are
entitled to 100% of the employer’'s Mandatory Contributions
upon their retirement at the age of 65, death or total incapacity.

Employees of the subsidiaries in the PRC are members
of the state-managed retirement benefit plan operated by
the government of the PRC. The subsidiaries are required
to contribute a specific percentage of payroll costs to the
retirement benefit to fund the benefits. The only obligation of
the Group with respect to the retirement benefit plan is to make
the required contributions.

There were no forfeited contributions utilised to offset
employers’ contributions for the year. The employers’
contributions which have been dealt with in the consolidated
statements of profit or loss and comprehensive income were as
follows:

44. BIREF 518l

REBERBEES A LB S EEOIER
BEEEHFNAFHEARSTE ([BES
&) BiERESE EEEKRE A%
Z5%3 & =1,500/ 7T (ZZT — A 4F : 1,500
PETT) B B3k - T R SE AR I fE R Mt
FeoREZBRAMNKIIRZES A 25%3 &
21,5008 (ZE—RF : 1,500/ 70) 5T &
(T8 Hl MR ) o 8 B R655 R IK - Fitlsk
TR TR TERE NI = H100% .2 18 58

PR o

TFEMNBARNEESRTEBFEENE
LRAGENKE -ZEMBARARER
FMRE T B DL RR ARG SR AR
BRAZAT S ME— R ERFH R TR

74 3 4 S 3 T (S X R -
BRGA BN R E KSR AR EE HR
mF

For the year ended 31 December

BE+-_A=+—HLEE

2016 2015
—E—RE —T—hF
RMB’000 RMB’000
AR¥ET T ARBTT
Employers’ contributions charged to RérEiEmREMEEKER
the consolidated statements of profit or 1 k& A& = 3
loss and other comprehensive income 14,866 5,985

At 31 December 2016 and 31 December 2015, there was
no forfeited contribution available to reduce the contributions
payable in the future years.
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For the year ended 31 December 2016 & ZE_—Z —

ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF ADDITIONAL
INTEREST IN A SUBSIDIARY

For the year ended 31 December 2016

Acquisition of Qiyuan

On 21 April 2016, the Group through a structured contract
arrangement, acquired a 51% equity interest in the registered
capital of Qiyuan for a third party independent, at total
consideration of RMB210,502,000, of which RMB55,000,000
was satisfied by cash and a contingent share consideration
of RMB155,502,000 to be satisfied by issuing 51,150,640
shares of the Company. The fair value of the contingent share
consideration represented the estimation on 51,150,640
(oefore the effect of share subdivision) shares to be issued
in case Qiyuan’s audited consolidated net profit exceeds
RMB50,000,000 in the year of 2016. In the opinion of
directors, the Company determined to issue the said fixed
number of share as abovementioned and would request for the
monetary compensation as defined in details of the transaction
which are set out in the Company’s announcement dated 1
February 2016 if Qiyuan cannot achieve the abovementioned
net profit. The fair value of the contingent share consideration
was estimated by taking into consideration of the market
price of shares to be issued on the settlement date. This
acquisition has been accounted for using the acquisition
method. The amount of goodwill arising as a result of the
acquisition was RMB207,841,000. Qiyuan is engaged in the
provision of mobile gaming service. Goodwill arose in the
acquisition of Qiyuan because the cost of the combination
included a control premium. In addition, the consideration
paid for the combination effectively included amounts for the
benefit of allowing the Group to leverage the online investment
and technology—-enabled lending services in the PRC. These
benefits are not recognised separately from goodwill because
they do not meet the recognition criteria for identifiable
intangible assets.

None of the goodwill arising from the acquisition is expected to
be deductible for tax purposes.

or 5 M B R R M A

NET-_A=T—HILFE
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ILEE
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EREEEEAR BREEECHERER
ARE207,841,0007T © fFRIRIE F IR F i1z
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For the year ended 31 December 2016 & ZE—Z —

45. ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF ADDITIONAL
INTEREST IN A SUBSIDIARY (Continued)

For the year ended 31 December 2016

NET-_A=T—HILFE

45. WEEM B /N 7 W B —
NE) ZEIMRE 2R ()

Fel Bt /8

BE_F—-—A"F+ZA=+—H

(Continued) IEEE (@#)
Acquisition of Qiyuan (Continued) WEERETE (4#)
Consideration transferred HEARE
RMB’000
ARETF T
Cash B 55,000
Contingent share consideration SARMDKRE 155,502
210,502

Minimal acquisition-related cost of the transaction is incurred
during the year ended 31 December 2016 and recognised in
administrative expenses.

Assets acquired and liabilities recognised at the date of
acquisition are as follows:

RBE-_ZT—R"EF+_A=+—HBLFER
RHELEVFRERBRALERITHAX
P FERR

REBEERBAEERERARNT

RMB’000
ARET T
Plant and equipment R = K 2% 1 1,572
Intangible assets ELEE 16,143
Deposit paid for acquisiton of TWBEBEREEL N 2EE
intangible assets 12,866
Trade receivables B 5 WK 4,135
Prepayments and other receivables TE AT BR SR N H At fE W 5R0E 7,103
Cash and cash equivalents HekIReEEE E 1,452
Trade and other payables B 5 Kk E bR (8,055)
Borrowings B (30,000)
Net assets identified Bz EEFE 5,216
The fair value of trade receivables at the date of acquisition RULEE HEIE S EIWERTE 2 AT (EEARK

amounted to RMB4,135,000. The gross contractual amounts
of those receivables acquired amounted to RMB4,135,000 at
the date of acquisition. The best estimate at acquisition date
of the contractual cash flows not expected to be collected
amounted to nil.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 & & —

ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF ADDITIONAL
INTEREST IN A SUBSIDIARY (Continued)

For the year ended 31 December 2016
(Continued)

45. WEEM B A R W E—

anjﬁhﬁ%Wﬁ

A= S = — EIJtiE

& it /B
NE) ZEIMRE 2R ()

BE-_FE—ARF+=-A=+—H
IEEE (@)

Acquisition of Qiyuan (Continued) WEERETE (%)
Goodwill arising on acquisition: W EA 2 o
RMB’000
ARBEFIT
Consideration transferred A (E 210,502
Less: Net assets acquired B BEWEzEEFE (5,216)
Add: 49% non-controlling interests* I 49%3F 2 e 2,555
Goodwill arising on acquisition UGB A 2 207,841
# Non-controlling interests recognised at the acquisition date # RULEE B BifER 2 JEIE AR 2 TH 2 £ JE i

were measured by reference to the non-controlling interests’
proportionate share of the acquiree’s identificablenet assets.

Net cash outflow on acquisition of Qiyuan

PR R B A EREEEE Z AT BRI B E

u+i

WEERZHE T HFHE

RMB’000

ARBFT

Cash consideration paid BNRERE 55,000
Less: cash and cash equivalent B BAZEERECEMEIERSE

balances acquired (1,452)

53,548

Included in the profit for the year is approximately
RMB62,984,000 profit attributable to the additional business
generated by Qiyuan. Revenue for the year includes
approximately RMB89,189,000 generated from Qiyuan.

Had the acquisition been completed on 1 January 2016, the
total amount of revenue of the Group for the year would have
been RMB1,086,532,000, and net profit for the year would
have been RMB348,592,000. The pro forma information is for
illustrative purposes only and is not necessarily an indication
of revenue and results of operations of the Group that actually
would have been achieved had the acquisition been completed
on 1 January 2016, nor is it intended to be a projection of
future results.

FRmFBIERRE R ZBEINEGTEEZ
49 A R #62,984,0007T 2 3% H » F A 2 U 25
BIEABIRESE 24 A RES89,189,0007T °

MBKBR _Z—"F—A—BEK FRE
E U A5 B A R ¥1,086,532,0007T * i 4
WF i B A A R #5348,592,0007T ° 5%
BEHEERAZR  WIHERREBZBER

—E—RF—A—BERAIBER NAERER]
ERESHNEERARES  TTIREARE
EHEBEERNTER
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For the year ended 31 December 2016 HE_-_ZT—"NFE+_A=+—HIFE

45. ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF ADDITIONAL
INTEREST IN A SUBSIDIARY (Continued)

For the year ended 31 December 2016
(Continued)

Acaquisition of Leyu

On 24 November 2016, the Group through a structured
contract arrangement, acquired a 36% equity interest in the
registered capital of Leyu from a third party independent to
the Group, at total consideration of RMB661,509,000 of
which RMB242,528,000 was satisfied by cash and a share
consideration of RMB418,981,000 was satisfied by issuing
541,251,000 shares of the Company, which the fair value of the
share consideration was determined using the published price
available at the date of the acquisition, amounted to HK$0.88
per share. This acquisition has been accounted for using the
acquisition method. The amount of goodwill arising as a result
of the acquisition was RMB676,999,000. Leyu is engaged
in the online micro-financing P2P service in Mainland China.
Goodwill arose in the acquisition of Leyu because the cost of
the combination included a control premium. In addition, the
consideration paid for the combination effectively included
amounts for the benefit of allowing the Group to leverage the
online investment and technology— enabled lending services
in the PRC. These benefits are not recognised separately from
goodwill because they do not meet the recognition criteria for
identifiable intangible assets.

None of the goodwill arising from the acquisition is expected to
be deductible for tax purposes.

45. W EE BT B 2 R W — R B B

NEZEEIMRESS (m)

BE-_FT—XR"E+=B=+—H
IEFE (@)

WELeyu
R-ZE—RNE+—A-+MNE ANEHE

BEEENES @wm—%f*ﬁw&lz
”k_EuﬁﬁﬁLeyuufﬂ%§$236%HxﬁE
KB A AR ¥661,509,0007T ﬁEP/\E%
242,528,0007T J5 AR & S 1+ MDA E A
R %418,981,0007T J5 A % 17541,251,0008%
AR AT - RGO RE TR UEE B H
HANESETEETE  AERRMKH0.887%
Too N B E R EE A AR - AIRIBE £
2 EESE R ARME76,999,0007T ° Leyu
RIERRERE RS E FRS] - W iE
LeyuEE ARG E TV E & AN A & 12 6 R
Bolbih GHAZNREEREBESAEAE
E A A REFIRE KB EREE AR
a2 & 878 ° 5255 M e B AR & Al 58 Al T2
B EERIET IR R E D FRER -

A WRBE L 2 7B TR HRRE A AT R R A5 AR

Consideration transferred HEMAE
RMB’000
ARET T
Cash He 242,528
Shares consideration R (B 418,981
661,509

Minimal acquisition-related cost of the transaction is incurred
during the year ended 31 December 2016 and recognised in
administrative expenses.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 & ZE_—Z —

ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF ADDITIONAL
INTEREST IN A SUBSIDIARY (Continued)

For the year ended 31 December 2016

(Continued)

Acquisition of Leyu (Continued)

Assets acquired and liabilities recognised at the date of

acquisition are as follows:

or 5 M B R R M A

NET-_A=T—HILFE

45. WEEM B~ 7 W EE — R Bl /B
NE) ZEIMRE 2R ()

BE-_FE—ARF+=-A=+—H
IEFE (@)

WELeyu (#)
RUWEBHEBAEEREREENT

RMB’000

ARBEFIT

Plant and equipment B & 7% A 3,433
Available for sale investments AHHERE 869
Trade receivables B 5 U 7,400
Prepayments and other receivables TE 5 BR 3R B H fth & WK IR 150,915
Cash and cash equivalents RekREeFMEIEE 63,784
Trade and other payables Z 5 & E b3R8 (137,973)
Tax payables FEFRIE (27,981)
Provision for financial guarantee BB EREHE (31,944)
Preference share B % (71,529)
Net liabilities identified E#Ehlz AEFHE (43,026)

The fair value of trade receivables at the date of acquisition
amounted to RMB7,400,000. The gross contractual amounts
of those receivables acquired amounted to RMB7,400,000 at
the date of acquisition. The best estimate at acquisition date
of the contractual cash flows not expected to be collected

amounted to nil.

REE B BB S ERFIE . A FEEARE
7,400,0007C c RUKEE B B - 2 S B WiE 2 1
WORIE 2 86 A& 5E 2 A RH7,400,0007T ©
RIS B BFEBR AT RE & NRERELZ
REGBTAE -

Goodwill arising on acquisition: WIBEA 2
RMB’000
AR T T
Consideration transferred EEAE 661,509
Add: Net liabilities acquired B BBz BERE 43,026
Less: 64% non-controlling interests* In: 64%IEE IR HE 2 (27,536)
Goodwill arising on acquisition UR B & 2 676,999

*

Non-controlling interests recognised at the acquisition date

were measured by reference to the non-controlling interests’
proportionate share of the acquiree’s identifiable net liabilities.

* RUE B R 2 IR Y 2 JF iR
P s IR AR BB 77 2 AT Rl B EERE PTG
2L IEE -
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45.

SRR EA KR

ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF ADDITIONAL
INTEREST IN A SUBSIDIARY (Continued)

For the year ended 31 December 2016
(Continued)

Acquisition of Leyu (Continued)

Net cash outflow on acquisition of Leyu

NE+—_A=+—BItFEE
45, WEEMI B A 7 W B —

[ Bt /B
NE) ZEIMRE 2R ()

BE_FE—ARF+=-A=+—H
IEEE (@#)

WELeyu (#)
WELeyuZz B £ 7% 1 /F#H

RMB’000

ARBT T

Cash consideration paid BENRERE 242,528
Less: cash and cash equivalent WBAZERESRIASEEERAS

balances acquired (63,784)

178,744

Included in the profit for the year is approximately
RMB28,772,000 profit attributable to the additional
business generated by Leyu. Revenue for the year includes
approximately RMB121,045,000 generated from Leyu.

Had the acquisition been completed on 1 January 2016, the
total amount of revenue of the Group for the year would have
been RMB1,453,489,000, and net profit for the year would
have been RMB574,582,000. The pro forma information is for
illustrative purposes only and is not necessarily an indication
of revenue and results of operations of the Group that actually
would have been achieved had the acquisition been completed
on 1 January 2016, nor is it intended to be a projection of
future results.
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2 8 NR#E28,772,0007T 2 3% Al o £ A 2 Uk
= B 1 A LeyuE & 2 49 A R 121,045,000
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B U A A AR %1,453,489,0007T + T F
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For the year ended 31 December 2016 & ZE_—Z —

ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF ADDITIONAL
INTEREST IN A SUBSIDIARY (Continued)

For the year ended 31 December 2016
(Continued)

Acquisition of Leyu (Continued)

Acquisition of additional interest in Leyu

On 14 December 2016, the Group acquired additional equity
interests of 12% in Leyu from a third party independent to
the Group, increasing its ownership interest to 48%, at a
consideration of RMB185,455,000 which was satisfied by
cash and a share consideration which was satisfied by issuing
172,896,000 shares of the Company, which the fair value of
the share consideration was determined using the published
price available at the date of the acquisition, amounted to
HK$0.71 per share. The non-controlling interests in Leyu at
the acquisition date was measured by reference to the non-
controlling interests’ proportionate share of the acquiree’s
identifiable net liabilities at the acquisition date and amounted
to RMB5,163,000. A schedule of the effect of acquisition of
additional interest is as follow:

or 5 M B R R M A

NET-_A=T—HILFE

45. W EE T B A R W BE — R B VB

NEZEBIMRESS (m)

BEZ_F—X~"F+"AHA=+—H
It E (@)

WHELeyu (4)

WELeyuZ 355D #E 7
REZZBE—RE+A+HBE  AEEFH—%F
BN AARNEE 2 =5 W Leyuz 12%FE 5N
BiE B HEEEEZ48% REAARE
185,455,0007C (AR &) KR H R E (B
B EE17172,896,000/% A A AR D &5 15) IR
MREZATE (RAWKERBRASARE
EBE)BERID0.717% 7T o Leyud W B
HA 2z JEPE R 2 (2R AR U RS 5 AUk R A A7
2R FREZEERERDETZE) B
AR #5,163,0007T - g REIME = 2 5T BIF
20T

RMB’000
ARBTT
Carrying amount of non-controlling B AR i i 2 BRI (B
interest acquired 5,163
Cash consideration for acquisition of ~ WHER LeyuZEIMEzS 2 I & KB
additional interest in Leyu 77,473
Share consideration for acquisition of W EE R LeyuBBIME 2 2 R B R (B
additional interest in Leyu 107,983
Difference recognised in other RiEmANE MR EERZ EZ8
reserves within equity 190,619
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321

SRR EA KR

ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF ADDITIONAL
INTEREST IN A SUBSIDIARY (Continued)

For the year ended 31 December 2016
(Continued)

Acquisition of Leyu (Continued)

Put option on selling remaining equity interest
to the Group

On 10 October 2016, the Group and the non-controlling
shareholders entered into put option contracts. Pursuant to
the contracts, the non-controlling shareholders have been
granted the right to sell its remaining equity interest at the pre-
determined dates if the net profit after tax of Leyu exceeds a
profit of RMB120 million in 2017 and/or 2018. The put option
will be settled by the Company’s shares and the exercise
prices are based on pre-defined calculation formula. The
put option liabilities on non-controlling interests amounted to
RMB276,075,000 are measured at present value of exercise
price and are recorded in “Other financial liabilities” on
acquisition date.
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IEF & (@)

WELeyu (#)
FHAHESTRETFEAERZZL

HjE
RZTB—RE+ATHE NEEEIFZERR
RAVRBEHREAN - REBEZFAK  IFE

AR AR R BB AE R - Al 7E Leyu 2 BRFX 18 i )
FERZE—tFR =T N\FHEA
i A A R #120,000,0007T 2 15 5 N A FE 58
*”’TEEIHH&%E@%TH&T%O‘”/EHH%%M$
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 & Z_—Z

45. ACQUISITION OF SUBSIDIARIES/

ACQUISITION OF ADDITIONAL
INTEREST IN A SUBSIDIARY (Continued)

For the year ended 31 December 2015

Acquisition of it 5 Bl /&l

On 28 January 2015, the Group through a structured
contract arrangement, acquired 100% equity interest in
the registered capital of 1t = [Bl/El, at a consideration of
RMB50,000,000 which was satisfied by cash. This acquisition
has been accounted for using the acquisition method. The
amount of goodwill arising as a result of the acquisition was
RMB12,027,000. 1t 5 [Bl/E is engaged in the provision of
online P2P platform service.

Goodwill arose in the acquisition ofit 2 Bl Elbecause the cost
of the combination included a control premium. In addition,
the consideration paid for the combination effectively included
amounts in relation to the benefit to allow the Group to
leverage the P2P loan services in the PRC. These benefits are
not recognised separately from goodwill because they do not
meet the recognition criteria for identifiable intangible assets.

None of the goodwill arising on the acquisition is expected to
be deductible for tax purposes.

.-vT |=|7 7]'%%#&% Bﬁ

A= S = — EIJtiE

45. W EE T B A R W BE — R B VB

NEZEBIMRESS (m)

BE_F-AF+-A=+—H
ILEE

Wt = Bl
RZE—RAF—A=-F+N\H AEEBBLE
& DL AR (E A R #50,000,0007T 42
B4t R B B AR AN A 100% 054 « B REAR(E
THAIR & A+ o W B IR WA A BR - IR
BEAZBE A ARY12,027,0007T ° 16 R
BEK ERHE EPPT A RS

Wt RERELRETIRE HRARNEE
HIREEE LN AT NREBERERE
SAEE AN A EP2PE AR M 2 18
A - SENERTNA A B ETLEE
HER IR MR B BB LR -

AW B E A 2 P B TR HARE T R AE R S 4R

Consideration transferred HEARE
RMB’000
ARET T
Cash He 50,000

Minimal acquisition-related cost of the transaction is incurred
during the year ended 31 December 2015 and recognised in
administrative expenses.

REBEE_E—AF+t-_A=1+—HBILtFER
RGELEDVIFINEE R AL BRI TEF X
AERR o
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For the year ended 31 December 2016 #HZE—ZT— NFE+_A=+—HILFE

45. ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF ADDITIONAL
INTEREST IN A SUBSIDIARY (Continued)

For the year ended 31 December 2015

(Continued)

Acquisition of it 5 /Bl Bl (Continued)

Assets acquired and liabilities recognised at the date of

acquisition are as follows:

45. W EE BT B 2 R W B — R B B

NEZEEIMRESS (m)

BE_FT—-—H5+_-_RA=+—H
W& (@)

WL T EE (%)

Rk A A SERBREEWT

RMB’000
ARET T
Intangible assets | EE 40,127
Other receivables H {th i W 5R 18 1,706
Cash and cash equivalents He MRS EEIER 9,017
Other payables H &< IR (2,796)
Tax payable FE{S i IE (49)
Deferred tax liabilities EEFIEE G (10,032)
Net assets identified EERlcEEFE 37,973

The fair value of other receivables at the date of acquisition
amounted to RMB1,706,000. The gross contractual
amounts of those other receivables acquired amounted to
RMB1,706,000 at the date of acquisition. The best estimate at
acquisition date of the contractual cash flows not expected to
be collected amounted to nil.

RIS B B M R IE 2 A EEAR
1,706,000c - MUK EE B B - 2 S E i 2 H
M FEWRIE 2 486 H) & 58:E AR 1,706,000
7T o U EE B BRTEEA N AT Bl 2 & AR &
BEZRERBTAS

Goodwill arising on acquisition: W EE 22
RMB’000
AREEF T
Consideration transferred HERE 50,000
Less: Net assets identified BBl BEFE (37,973)
Goodwill arising on acquisition W EE 2 o2 12,027
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For the year ended 31 December 2016 & &

45. WEEM B A R W E—

ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF ADDITIONAL
INTEREST IN A SUBSIDIARY (Continued)

For the year ended 31 December 2015
(Continued)

Net cash outflow on acquisition of 1t 5 /&l &

anjﬁhﬁ%Wﬁ

A= S = — EIJtiE

& it /B
NE) ZEIMRE 2R ()

BE_F—HF+=-A=+—H
IEEE (@)
WEEIL ZEE Z 3 £ F#HE

RMB’000

ARBFT

Cash consideration paid BENRERE 50,000
Less: cash and cash equivalent BBAZREe R EEIEB &8

balances acquired (9,017)

40,983

Included in the profit for the year ended 31 December 2015
is approximately RMB5,889,000 profit attributable to the
additional business generated by 1t ZXBl/El. Revenue for the
year includes approximately RMB33,245,000 generated from
EREE.

Had the acquisition been completed on 1 January 2015, the
total amount of revenue of the Group for the year ended 31
December 2015 would have been RMB430,172,000, and net
profit for the year would have been RMB80,255,000. The pro
forma information is for illustrative purposes only and is not
necessarily an indication of revenue and results of operations
of the Group that actually would have been achieved had
the acquisition been completed on 1 January 2015, nor is it
intended to be a projection of future results.

HE-_ZT—AFt+-_A=+—HLEEFEZSG
M EEIL R BB R 2 BINETETE £ 2 49
A #5,889,0007T 2 )t Al o G N 2 Wz B4
it R BB E A 2 49 A R #33,245,0007T ©

WBKBR —_ZTZ—AF—A—BEX #E=
T—RAFT-A=+—RALFEZASER
WA A AR 430,172,0007T © M 4F NF
FIRI# & A R #80,255,0007T ° 52 & EHE
ERBAZ A MAMRERERRZBBEBR=-Z
—hFE—A—HERNBER T AEBEAER
ERNEEWARESE  TTREAEER
B EBERNTEAR -

#2016 pEESREERERAT 324



Notes to the Consolidated Financial Statements

HV-F
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45.

SRR EA KR

ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF ADDITIONAL
INTEREST IN A SUBSIDIARY (Continued)

For the year ended 31 December 2015
(Continued)

Acquisition of #f ;T &% 4

On 27 May 2015, the Group acquired 51% equity interest
in the registered capital of #/L@E 4, at a consideration of
RMB18,000,000 which was satisfied by cash. This acquisition
has been accounted for using the acquisition method. The
amount of goodwill arising as a result of the acquisition was
RMB6,943,000. /T g4 is engaged in the provision of online
P2P platform service.

Goodwill arose in the acquisition of #,T g4 because the cost
of the combination included a control premium. In addition,
the consideration paid for the combination effectively included
amounts in relation to the benefit to allow the Group to
leverage the P2P loan services in the PRC. These benefits are
not recognised separately from goodwill because they do not
meet the recognition criteria for identifiable intangible assets.

None of the goodwill arising on the acquisition is expected to
be deductible for tax purposes.

NE+—_A=+—BItFEE
45, WEEMI B A 7 W B —

[ Bt /B
NE) ZEIMRE 2R ()

B8z_F—hF+="H=+—H
IEFE (@)

g N e =
R-ZE—RERAZ++H REEURE
AR #18,000,0007C 88 7T @b 4 5 fif A A
HI51%M% 1 - B RENRE I AR & 15 - W iE
BRBEEIAR ANBEEACEHEEAR
#6,943,0007T ° WL @A E LR 4R _EP2P
& R o

WM IRTEE cBmEDRAHKRARNS
EHIERE UL BN EERE
B2 AREE R A AP2PE AR T 21 2 1878
T ZENE AN A BB B B ER
AR T IR B P BB L FERR o

B E A 2 R B TR A P AR RR IS HOORL

Consideration transferred HEEMRE
RMB’000
ARETIT
Cash e 18,000

Minimal acquisition-related cost of the transaction is incurred
during the year ended 31 December 2015 and recognised in
administrative expenses.
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For the year ended 31 December 2016 & ZE_—Z —

ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF ADDITIONAL
INTEREST IN A SUBSIDIARY (Continued)

For the year ended 31 December 2015
(Continued)
Acquisition of # ;L& 4 (Continued)

Assets acquired and liabilities recognised at the date of
acquisition are as follows:

or 5 M B R R M A

NET-_A=T—HILFE

45. W EE T B A R W BE — R B VB

NEZEBIMRESS (m)

BE_FT—-—HE4+_-_A=+—H
IEFE (@)

WEMTHF (%)

Rk A A SERBREEWT

RMB’000

ARET T

Plant and equipment R = K 2% 20
Prepayments and other receivables TR RRIE N CH Ath FE W SRR 45,307
Cash and cash equivalents RekReFMEIEE 54
Accruals and other payables FEET B A & H th B < 5108 (23,695)
Tax payable FE{S R IE 6)
Net assets identified E#AzEEFE 21,680

The fair value of other receivables at the date of acquisition
amount to RMB45,296,000. The gross contractual amounts of
those other receivables acquired amounted to RMB45,296,000
at the date of acquisition. The best estimate at acquisition date
of the contractual cash flows not expected to be collected
amounted to nil.

REER B EMERRIECATEEAR
#45,296,000c - RN IE R B ZFE K
BrHEMERWFEZBENSEEARE
45,296,0007T ° A U4 % B BATEEA S ] U B 2
EHBHeREZRERBT RS-

Goodwill arising on acquisition: W EE 2 e
RMB’000
ARBET T
Consideration transferred BEEA(E 18,000
Less: Net assets identified B Bkl BEEFE (21,680)
Add: 49% non-controlling interests N 49%3F 12 e e 2 10,623
Goodwill arising on acquisition W EE 2 HE 6,943
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45. ACQUISITION OF SUBSIDIARIES/ 45. W EEMI B B, W EE — R B B

ACQUISITION OF ADDITIONAL
INTEREST IN A SUBSIDIARY (Continued)

For the year ended 31 December 2015
(Continued)

Acquisition of # ;L& 4 (Continued)

Net cash outflow on acquisition of #7 ;T &% 4

NEZEEIMRESS (m)

B8z_F—hF+="H=+—H
IEFE (@)

WEHTHF (%)
WENIMEZES G FE

RMB’000

ARBT T

Cash consideration paid BENRERE 18,000
Less: cash and cash equivalent BBAZRESRASEEERES

balances acquired (54)

17,946

Non-controlling interests

Non-controlling interests recognised at the acquisition date
were measured by reference to the non-controlling interests’
proportionate share of the acquiree’s identifiable net liabilities.

Included in the profit for the year ended 31 December 2015 is
approximately RMB5,992,000 loss attributable to the additional
business generated by /L& 4. Revenue for the year
includes approximately RMB1,307,000 generated from J#)T &k
4

Had the acquisition been completed on 1 January 2015, the
total amount of revenue of the Group for the year ended 31
December 2015 would have been RMB430,898,000 and net
profit for the year would have been RMB98,169,000. The pro
forma information is for illustrative purposes only and is not
necessarily an indication of revenue and results of operations
of the Group that actually would have been achieved had
the acquisition been completed on 1 January 2015, nor is it
intended to be a projection of future results.
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or 5 M B R R M A

For the year ended 31 December 2016 #HZEZE—ZT— R "E+_A=+—HILFE

DISPOSAL OF SUBSIDIARIES

For the year ended 31 December 2016

During the year, the Group disposed of the entire interest in
Upleasing (Hong Kong) Holdings Limited at a consideration of
HK$1 (equivalent to approximately RMBO0.8). Gain on disposal
of RMB37,000 was recognised in the profit or loss during the
year. The transaction resulted in net cash outflow of RMB7,000
upon disposal of the subsidiary.

For the year ended 31 December 2015

On 3 June 2015, the Group entered into a sales agreement
to dispose of its 66.25% equity interest in )& ¥ 17,
to an independent third party for a total consideration of
RMB44,000,000.

The aggregate net assets of the subsidiary disposed of at the
date of disposal were as follows:

46. &M EB 2 A

BE_F—R"E+ZR=+—H
IEF &

FRAEEBHEENE LA (FB)ERE
RAR 2R A#ED  REA/VET (BE
RHWARKEOST) -HEELEZWRBEARR
37,000LERNFABRAER - ZRXHEH
RHEMRBARRELERSRHFRAARE
7,0007T °

5z F—hRF+=-H=+—H
IEEE

N-E—AENA=R AEEITHE
BE MBYE=SFHEER LB
17766.25%M AN BRESARE
44 000,0007T °

ZEHENBARNEE APz EEFER
FBUOR

RMB’000
ARBTT
Plant and equipment R = K 5% 1,514
Intangible assets BmREE 475
Loan receivables JEUR B 7R 24,800
Trade receivables 2 5 UG 401
Prepayment and other receivables TR RRIE N CH Ath fE W SR8 7,855
Amount due from a related company & U —fEBEE R &) K8 175
Bank balances and cash RITEBNE S 9,298
Accruals and other payables FEST & A I H fth FE - 5UIR (3,380)
Amounts due to related companies FE B E R R FUE (18,909)
Borrowing B (24,000)
Income tax payables FEAS FR 1SR (159)
Net liabilities disposed of HE A EFE (1,930)
Gain on disposal of a subsidiary HE—BHBLARZWE
Consideration received and receivable 2 U X fE KB 44,000
Net liabilities disposed of HEABEFE 1,930
Goodwill EES (5,394)
Fair value of interest retained RAHEERERBER A TE
in available-for-sale investment 1,941
Non-controlling interests FE 12 i (386)
Gain on disposal of a subsidiary HE—fHRBAR ke 42,091
Net cash inflow arising on disposal HEZEL R & HBHE
Cash consideration received BUIRERE 44,000
Bank balances and cash disposed of & RITEHR RIS (9,2998)
34,702
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47. RELATED PARTIES TRANSACTIONS A7. AEANLTR 5

In addition to those related party information disclosed RAEEN  BRiRE M HmEH B0 E #
elsewhere in the consolidated financial statements, the BREREATERIN ERXBAEATR
following is a summary of significant related parties SWMEWT:
transactions:
(a) Significant transactions with related (a) EHEABANTETZEXRS
parties
2016 2015
ZE—RE —E—hfF
Notes RMB’000 RMB’'000
{i=a AR#BET T ARET T
Rental expenses paid to EfRASRY
ﬁéﬁ(mi}'ll)#ﬂ#“ﬁ & OxRYI) ()
BRAQ N
BRAA - 337
UCF Holdings Group Limited 5‘6?%? REEFR (i)
(formerly known as “China NCINQ:IEEYS
UCF Group Co. Limited”) [FEEEemEE
(“UCF Holdings”) ARAA])
(IesdEm]) 4,841 4,545
Consultancy fee paid to B E M BRI g ()
YN BREXSRER EXSRERE
BRAA BRAA - 997
Note: Bt 5
0] These companies are owned by Mr. Zhang Zhenxin, a i) ZE QR AAR R EERERIRITIT
substantial shareholder of the Company. EHA -
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47. RELATED PARTIES TRANSACTIONS 47. EANLT R 5 (@)

(Continued)
(b) Significant balances with related (b) HEHEEANLTZEXE
parties
2016 2015
—E-RE —E—hF
RMB’000 RMB’000
Name of related companies ~ Bi&E /2 A & 18 AR¥F T ARETT
Vast Well International Limited EEBIRBRA R 189,512 189,494
FEENAEREEREELE LESTMAXREETRARLE
(BRE%) (ERER) - 8,038
LEERAIEREETEERH LEESMAIERETBEABDE
X (BREE) (BREE) (8,616) (18,010)
BEFECEETEZAERAR EEFECEEERAGRAF (99,565) (99,580)
ERHRREREESERLE SERNMREREESABLE
(BERER) (ERER) (79,422) (79,442)
LEEREBREFHERAT LAREBEREFZHBERAT (2,350) (2,000)
UCF Holdings virk= 22 = (395)
FIEBREXSRERARAR FILBREXSHEEFR AR
I /NE] SIS - (331)
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47.

48.

331

RELATED PARTIES TRANSACTIONS

(Continued)

Key management personnel remuneration

Key management personnel represents directors of the
Company and five highest paid individuals including directors
of the Company. The remuneration of the key management
personnel which comprises the directors of the Company only
was as follows:

47.

FAEALTXZ S @)

FTEEEASBHME
TEERARRAAAEERB AL AR

SEHAL (BEES) EEEBAA (
BRESARES) 2HMMT -

For the year ended 31 December
BE+-A=+—HLEE

2016 2015

ZE—RE —hF

RMB’000 RMB’000

ARBTF T ARBFT

Short-term benefit 7= 2itE A 9,868 8,836
Post-employment benefits BBz 27 77 195
Share-based payment expenses ARG D S f~F 2 2 23,983 6,381
33,928 15,412

The remuneration of directors of the Company and key
executives is determined by the remuneration committee
having regard to the performance of individuals and market
trends.

MAJOR NON-CASH TRANSACTIONS

During the year ended 31 December 2016, certain of the
convertible bonds were converted as detailed in note 39.

During the year ended 31 December 2016, the Group acquired
the equity interests over Shanghai Jifu, Qiyuan and Leyu by
cash consideration and issuance of new shares as detailed in
the notes 23 and 45, respectively.

During the year ended 31 December 2015, the Convertible

Bond is settled through an issue of the 2015 Convertible Bond.

During the year ended 31 December 2015, the Group has
purchased office equipments of approximately RMB2,217,000
under finance leases as disclosed in note 36.
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B=+t—HIEE ETAHBIRESET TN
a3 o
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g
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49. SHARE OPTION SCHEME

(a)

(b)

Pre-IPO Share Option Scheme

Pursuant to the written resolution of the shareholders of
the Company on 4 November 2010, the Company has
adopted a Pre-IPO Share Option Scheme (the “Pre-IPO
Scheme”) whereby three executive directors of the Group
were granted the rights to subscribe for shares of the
Company.

The total number of shares which may be issued upon
the exercise of all options granted under the Pre-IPO
Scheme is 64,000,000 shares which were granted on 4
November 2010 with subscription price of HK$0.3125
per share.

The options granted under the Pre-IPO Scheme have
vesting period ranging from six to eighteen months
commencing from 4 November 2010, being the grant
date of the options and the options are exercisable
for a period of 5 years. The Company has no legal or
contractual obligation to repurchase or settle the options
in cash.

No options under the Pre-IPO Scheme were outstanding
as at 31 December 2015 and 2016.

Share Option Scheme

The Company has also adopted a share option scheme
(the “Share Option Scheme”) pursuant to the written
resolution of the shareholders on 4 November 2010. The
Share Option Scheme will remain in force for a period of
10 years, commencing on 19 November 2010.

The maximum number of shares that may be allotted and
issued upon exercise of all options which then has been
granted and have yet to be exercised under the Share
Option Scheme and any other share option schemes
of the Company shall not in aggregate exceed 30% of
the shares in issue from time to time. Unless approved
by the shareholders, no option shall be granted to any
person which if exercised in full would result in the total
number of shares issued and to be issued upon exercise
of the share options already granted or to be granted to
such person (including exercised and outstanding share
options) in the 12-month period up to and including
the date of such new grant exceeding 1% of the total
number of shares in issue as at the date of such new
grant.

NET-_A=T—HILFE

49. BT 8

(a)

(b)

3R 2016 « FEBEEMKERFRAA

CRNCE STt
REARARER-F-FTF+—A
A BERER AR ARMER
DER & A B ([ RARH
SRR E) Bt ARE=H
PTEFRRTRBEAD ARG 218
e

RITERBEE X AR SRR
BRI 2 2 A B ARER AT BE T 2 AR
19 48 28 564,000,0000% © % 55 B I TY
R-ZZT—ZEF+—-ANBERT B
REEA0.31258 7T °

RIEE R AR 3% E /B ERT 81K b
EBREEE T —TF+—AMN
HAMBERERLBH)RAGBZ A E
TNEAZHBE  mBRER DS
BARITE - RRRAEEEEREHNR
FANERSEENGEEBRE-

R=Z—HFR=F—~% =1
=+—B - BERE R ANEE N
R 8% it B R

B
AARFERBE-F—FTF+— AN
B 2 IR & R 5 R R — R A
s8I (TR BT E11) - AR A AT B) e
—E-EE+-A+NhBEREREA
-

RITRR B AR 8 AR BEM
Hip g st SR R A FITR 2P
BB Al B AL B R BT 2 D &
SHEATREB TR HEITRN
Z30%  BR FEREBRALE - BRI B K
BITESSIBRNBEE T A
(BHEZB)E+ _EASBRETRE
ERTAMETEMALZBEE (2
FREITRE M s RITEE 2 BB AR ) 18 P 3
TRGET RN ARBBNHE D
Bz ERTRMHABE 1% BTG
FFZA TR T EMERE-
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For the year ended 31 December 2016 HZE_-_Z—"NFE+_A=1+—HIFE
49. SHARE OPTION SCHEME (continued) 49. BB HE T & (@)
(b) BHREFSE (@)

(b) Share Option Scheme (Continued)

Share options granted to the Directors, chief executive
or substantial shareholders or any of their respective
associates is subject to the approval of the Independent
Non-executive Directors (“INEDs”). In addition, any
grant of share options to a substantial shareholder or an
INED or any of their respective associates, in excess of
0.1% of the shares of the Company in issue and with
an aggregate value (based on the closing price of the
Company’s shares at the date of grant) in excess of
HK$5 million, within any 12-month period, is subject to
the approval of the shareholders of the Company in a
general meeting.

The exercise price of the share options is determined by
the Board, but shall not be less than whichever is the
highest of (i) the closing price of the Company’s shares
as stated in the Stock Exchange’s daily quotation sheet
on the date of offer; (i) the average closing price of the
Company’s shares as stated in the Stock Exchange’s
daily quotation sheet for the five trading days immediately
preceding the date of offer; and (iii) the nominal value of
the Company’s share.

The offer of a grant of share options under the Share
Option Scheme may be accepted within a period
as specified in the offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The Board
may at its discretion determine the minimum period for
which the option has to be held or other restrictions
before the option can be exercised.

An option under the Share Option Scheme may
be exercised in accordance with the terms of the
Share Option Scheme at any time during a period as
determined by the Board, which must not be more than
10 years from the date of the grant.
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For the year ended 31 December 2016 #HZEZE—ZT— R "E+_A=+—HILFE

49. SHARE OPTION SCHEME (continued) 49. BB HESTE (@)
(b) BBRZHERTE (@)

(b) Share Option Scheme (Continued)

Date of grant Vesting period Exercise period Exercise price
BHAEH BEH fTiEH fTiEE
Before After
adjustment adjustment
AR RAAEE
(Note)
(B
11 December 2014 11 December 2014 to 11 December 2015 to HK$1.814 HK$0.3628
10 December 2015 10 December 2024
“E2-ME+ZA+—H —Z-mE+=A+-HE —Z-RF+=ZA+-AZE 1.8147%7T 0.36287 T
“Z-RF+ZATH “Z-mE+=A+H
11 December 2014 to 11 December 2016 to HK$1.814 HK$0.3628
10 December 2016 10 December 2024
“Z-NE+ZA+—RE —Z-RF+=ZRAt+-RHZ 1.8147% T 0.36287 T
“Z-RETZATH “Z-ME+ZA+H
11 December 2014 to 11 December 2017 to HK$1.814 HK$0.3628
10 December 2017 10 December 2024
“E-NEF-AT—RZE “Z—+tF+ZR+—-HZE 1.814% T 0.36287% 1T
“Z—+5+ZA+H “Z-mE+ZA+H
11 December 2014 to 11 December 2018 to HK$1.814 HK$0.3628
10 December 2018 10 December 2024
—T-mE+=-A+-HEZ —Z-\F+=ZA+t—-RZE 1,814/ 7T 0.36287 7T
“E2-\F+-A+H “ZCWET=A+HE
8 June 2015 8 June 2015 to 8 June 2016 to HK$2.13 HK$0.426
7 June 2016 7 June 2025
“T-AEXANA “E-R¥AANBZE “E-R~ERANRE 213%7T 0.4267 7T
N R =] “T-RAEARRtH
8 June 2015 to 8 June 2017 to HK$2.13 HK$0.426
7 June 2017 7 June 2025
TR ANRE —Z—tE ANRE 213BTT 0.426/ 7T
“Z—t5AkA —Z-HFNAER
8 June 2015 to 8 June 2018 to HK$2.13 HK$0.426
7 June 2018 7 June 2025
“Z-RFERANBE “Z-N\ERANBE 21387 0.4267 1T
“Z-N\$/-AtA —T-REAAtH
8 June 2015 to 8 June 2019 to HK$2.13 HK$0.426
7 June 2019 7 June 2025
—T-RAERANBE —Z-NERANRE 2.13%7T 0.426/ 7T
—Z-NFERALR —ZT-REANAtR
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49. SHARE OPTION SCHEME (continued) 490, B HESTE (@)
(b) Bz E (@)

(b) Share Option Scheme (Continued)

Date of grant Vesting period Exercise period Exercise price

FHAY BEH fTEH8 TR
Before After
adjustment adjustment
KR RRBE
(Note)
(i)
11 December 2015 11 December 2015 to 11 December 2016 to HK$3.37 HK$0.674
10 December 2016 10 December 2025
“Z-RFE+ZA+-A Bl TS s el = “Z-RE+ZA+-RZE 3.37ATL 0.6747& 7T
“Z-RF+-Rt+H “E-RF+-RAt+H
11 December 2015 to 11 December 2017 to HK$3.37 HK$0.674
10 December 2017 10 December 2025
“T-AE+-A+—HZE “T—+tE+-A+—HZE 3.37TTT 0.674%8 7T
—Z—+E+ZA+H ZZ-RE+ZATHE
11 December 2015 to 11 December 2018 to HK$3.37 HK$0.674
10 December 2018 10 December 2025
“Z-RFE+-At+-RZE “Z-\¥+-At+-H%Z 3.37ATL 0.6747& 7T
—Z-\E+ZA+H ZZ-RFE+ZATHE
5 July 2016 5 July 2016 to 4 July 2017 5 July 2017 to 4 July 2026 HK$3.49 HK$0.698
—T-R"EtRRA —T-R"EtRARAZE “Z—+tE+ARAZE 3497 7T 0.6987% 7T
“Z—+FtAMmA T RE+LAMEA
5 July 2017 to 4 July 2018 5 July 2018 to 4 July 2026 HK$3.49 HK$0.698
el o 0 Bl = - \EtARAZE 3497 7T 0.6987% 7T
“Z-N\FtAMmA T RE+AMEA
5 July 2018 to 4 July 2019 5 July 2019 to 4 July 2026 HK$3.49 HK$0.698
“Z-\EtRRRAZE “E-N¥tARAZE 3497 7T 0.6987% 7T
“Z-NEtAWmA T RE+AMEA

335 CREDIT CHINA FINTECH HOLDINGS LIMITED ¢ ANNUAL REPORT 2016



Notes to the Consolidated Financial Statements

tr B M B R R M A
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49. SHARE OPTION SCHEME (continued)

(b) Share Option Scheme (Continued)

49. BB HE T & ()
(b) Bz & (&)

Date of grant

Vesting period

Exercise period Exercise price

RHAH BEH fTEHs TR
Before After
adjustment adjustment
R RRBE
(Note)
(i)
8 November 2016 8 November 2016 to 8 November 2017 to HK$0.98 N/A
7 November 2017 7 November 2026
ZE-RET-ANR “E-RET-ANBE “Z+E+-ANBZE 0.98/ 7T TER
e S R = TR E+—AtR
8 November 2017 to 8 November 2018 to HK$0.98 N/A
7 November 2018 7 November 2026
Tt +-ANBE “E-N\E+-ANBE 0.98% 7L TER
—E-N\F+—-AtH TR E+—AtR
8 November 2018 to 8 November 2019 to HK$0.98 N/A
7 November 2019 7 November 2026
—E-N\F+-ANBE “E-NE+-ANBE 0.98% 7L TER
—E-NF+—ALtH ZEZRET-ALH
12 December 2016 12 December 2016 to 12 December 2017 to HK$0.786 N/A
11 December 2017 11 December 2026
“Z-RE+ZATZA —E-R"ETZATZHZE “T—+tE+-A+=HZE 0.786/8 7T TER
e o e el ZZRETZAT-R
12 December 2017 to 12 December 2018 to HK$0.786 N/A
11 December 2018 11 December 2026
“Z+FEFATZAZE “Z-\¥+-At+=H% 0.786/8 7T A
- \E+ZA+-H ZERE+ZAT-R
12 December 2018 to 12 December 2019 to HK$0.786 N/A
11 December 2019 11 December 2026
“E-\#+-RA+=HZ “E-NF+ZRA+=HZ 0.786/ 7T TER
“Z-NETZAT-H ZZRETZAT-R
Note: Bt 5

The exercise price of the share options is subject to adjustment
in case of rights or bonus issue or other similar changes in the
Company’s share capital. Following the bonus issue which
completed on 30 May 2012, the exercise price and the number
of the share options outstanding were adjusted accordingly.
The exercise price was further adjusted accordingly to the share

subdivision as detailed in note 42(c).

B RHE 2 T {3 {8 A B R AR S AT IR B TT S AN
REEAR 2 EA AL R EE R - R F
——HFRA=T AR ZARRETER  HAR
TEBREZITEREREE E(ELAER
o AT E42(0) P EF it - TR E B RIEAR
D AEE — R
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49. SHARE OPTION SCHEME (continued)

(b) Share Option Scheme (Continued)

The following table discloses movements of the
Company’s share options held by employees (including

Directors) and business associates during the year:

NE+_A=1+—HBILFE
49. BB HESTE (@)

(b) BR#ERE (@)
TERBENENEE (BEES)RE
BBILFIEE 2 AA TIERE Y 25

For the year ended 31 December 2016 BE_F—XR"E+ZA=1+—HILEEE

Outstanding Outstanding

as at Granted Lapsed Cancelled Exercised as at

1 January during during during during 31 December

2016 the year the year the year the year 2016

ZF-R% Z3-A%

-R—H +ZA=t-H

Date of Grant BHAH MAITE  RERRYE  REAXRR REREHE  RERTE R ITHE
Directors Bz

11 December 2014 “Z-mE+=A+-A 22,000,000 - - - - 22,000,000

11 December 2015 —E-A%+t-A+-H 20,920,000 - - - - 20,920,000

8 November 2016 “Z-"E+-ANE - 144,000,000 - - - 144,000,000

12 December 2016 “Z-RET-A+ZH - 24,000,000 - - - 24,000,000
Employees 3]

11 December 2014 “E-mE+-A+-H 32,700,000 - (5,500,000) - (3,634,000) 23,566,000

8 June 2015 “Z-RE~AN\A 34,050,000 - (1,562,500) - (5,399,000) 27,088,500

11 December 2015 “E-Rft-At+-H 18,000,000 - (1,000,000) - - 17,000,000

5 July 2016 “Z-"E+ARH - 22,600,000 (200,000) - - 22,400,000

12 December 2016 “Z-RE+-A+ZH - 43,500,000 - - - 43,500,000
Consultant 5]

11 December 2014 “Z-mE+-A+-H 131,500,000 - - - (2,080,000) 129,420,000

11 December 2015 “Z-Rf+-A+-H 54,000,000 - - - - 54,000,000

5 July 2016 “Z-"EtARH - 115,000,000 - - - 115,000,000

12 December 2016 “Z- X F¥t-A+=H - 200,000,000 - - - 200,000,000

313,170,000 549,100,000 (8,262,500) - (11,113,000) 842,894,500

Exercisable at the end of year ~ RER AT 124,192,500

Weighed aveage exercise prce. 11 T577 2 HKSO4G2ET HKSOBISET HKS0A21%T - HKSO3M4E% HKSO93%T
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For the year ended 31 December 2016 #HZEZE—ZT— R "E+_A=+—HILFE

49. SHARE OPTION SCHEME (continued) 49. BT E (@)
(b) Share Option Scheme (Continued) (b) Bz E (&)
For the year ended 31 December 2015 BHE_Z—AF+-_A=+—HLFE
Outstanding Outstanding
as at Granted Lapsed Cancelled Exercised as at
1 January during the during during during 31 December
2015 year the year the year the year 2015
i —T-hE
“T-%1F T=A
—H—H =+—H
Date of Grant il =l AT  REARL RERXE REREHE  RERTE W AT
Directors and employees EZR{EE
4 April 2011 —T——FNAMA 36,000 - (36,000) - - -
12 July 2013 “ZT-=%tRAT+=H 14,954,000 - (464,000) - (14,490,000 -
Directors S
11 December 2014 “T-WEFT=A+—H 23,000,000 - (1,000,000 - - 22,000,000
11 December 2015 “T-h¥+=At+—H - 20,920,000 - - - 20,920,000
Employees &8
11 December 2014 ZT-WmFE+=ZA+—H 39,300,000 - (6,600,000 - - 32,700,000
8 June 2015 —T-R%FAANA - 36,550,000  (2,500,000) - - 34,050,000
11 December 2015 —T-RE+-A+—H - 18,000,000 - - - 18,000,000
Consultant R
11 December 2014 “T-mEF+=A+—H 131,500,000 - - - - 131,500,000
11 December 2015 “T-h%+=At+—H - 54,000,000 - - - 54,000,000
208,790,000 129,470,000  (10,600,000) - (14,490,000) 313,170,000
Exercisable at the end of year RERATE 46,550,000
Weighted average MELHTEE
exercise price HK$1.73697% 7LHK$3.019978 7L HK$1.83797% 7T - HK$0.74%87T HK$2.31/8 7T

549,100,000 (2015: 129,470,000) share options were RBE-_FT-—AF+_A=1+—HIF

. & W% 1549,100,0001) (=T — FH 4 :
granted during the year ended 31 December 2016. 129,470,000 ) B A 4 -
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49. SHARE OPTION SCHEME (continued)

(b) Share Option Scheme (Continued)

The fair values of share options granted were calculated
using the Black-Scholes option pricing model for the
years ended 31 December 2016 and 2015. The inputs
into the model were as follows:

—RNETZA=+—HILFE

49. BB HE T & (@)

(b)

BIEE (@

REBEE-_ZT—R"FR_ZT—HF+=
B=+—BIFEERN BRIBRE
AFEPERBNE - FEZEET
BERE - AZER 2 BT

11 December 11 December 5 July 8 November 12 December

2014 8 June 2015 2015 2016 2016 2016

—F-mE —F-I1f —F-1f —E-RE —E-Rf —E-RE

+=A+-H ~ANR +=A+-H tAAA +—-H\HR T2

Exercise price oy HK$1.814787L  HK$213%7L  HK$3.8787m  HK$349%87T  HKS0.98%E7T  HK$0.7867% 7T
Adjusted exercise price EABITEE HK$0.3628/8 70  HK$0.426/870  HK$0.674BTT  HK$0.698/8 7T N/ATE A N/AR A
Expected volatility B IE 41.71%-42.356% 44.45%-49.47% 48.48%-50.96% 30.23%-50.51% 38.61%-52.79% 44.32%-53.52%
Expected life BHFH 2-5 yearstE 2-5 yearst 2-4 years®  2.5-10 yearsF 10 yearsf 10 years®
Expected dividend yield RS Wa 0.676% 0.219% 0.287% 0.264% 0.164% 0.215%
Risk-free rate EE R X 0.43%-1.237% 0.48%-1.31%  0.404%-0.895% 0.42%-0.93% 1.12% 1.57%

Expected volatility of the options granted under the Pre-
IPO Share Option Scheme and Share Option Scheme
was determined by using the historical volatility of the
share price of comparable companies and the Company
respectively. The expected life used in the model has
been adjusted, based on management’s best estimate,
for the effects of non-transferability, exercise restrictions
and behavioral considerations.

The Group recognised the total expenses of
approximately RMB109,986,000 for the year ended 31
December 2016 (2015: RMB43,999,000) in relation to
share options granted by the Company.

In the opinion of directors, regarding the share option
granted to Company’s consultants, the fair value of the
service rendered by consultants cannot reliably measured
because the nature of services rendered by them
includes but not limit to build up investors relationships,
enhance corporate strategy and branding etc., which
may not have a quantifiable and measurable effect for
assessment. Thus, the fair value of the service rendered
is by reference to the fair value of share option granted to
them and recognised in profit or loss for the years ended
31 December 2016 and 2015 accordingly.
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Notes to the Consolidated Financial Statement§
FEMBFHRET M

For the year ended 31 December 2016 #HZEZE—ZT— R "E+_A=+—HILFE

50. INFORMATION ABOUT THE 50. AR QR ZHBRRAKZE
STATEMENT OF FINANCIAL POSITION il
OF THE COMPANY
Statement of financial position of the Company at the end of RB|EMRARR 2 BEARRARAT

the reporting period is as follows:

As at 31 December

mR+ZA=+—H
2016 2015
ZE—REF —E—hHF
Notes RMB’000 RMB’000
M aE ARBET T AREF T
Non-current asset EREBEE
Investments in subsidiaries R B RRZZE 3 — =
Current assets REEE
Prepayments and other receivables ~ FEfTER 7K &
H e W R IR 1,246 521
Amounts due from subsidiaries iGNNI B € 5,716,177 2,384,963
Amounts due from joint ventures JEUR & &1 ¥ F0E c 9,981 8,629
Held-for trading securities BIEEERS 20,902 -
Bank balances and cash RTEHR MRS 171,721 83,396
5,920,027 2,477,509
Current liabilities nEBar
Accruals FEETE A 8,266 6,313
Amounts due to subsidiaries JFEAST BT /B A RIFRIB ® 230,654 105,306
Amount due to a related company FEfS —FE
RAE N B FUA d - 395
Corporate bonds RNAESH - 173,719
238,920 285,733
Net current assets RBEEFE 5,681,107 2,191,776
Total assets less current liabilities BZEER G &E 5,681,107 2,191,776
Non-current liabilities EREBEE
Borrowings BE 542,576 =
Corporate bonds RNAEESH 65,265 60,044
Convertible bonds AR E S 1,393,172 234,098
2,001,013 294,142
Net assets BEFEE 3,680,094 1,897,634
Capital and reserves BARE
Share Capital A& A 358,259 321,642
Reserves fFE b 3,321,835 1,575,992
Total equity ST 3,680,094 1,897,634
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For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE

50. INFORMATION ABOUT THE 50. A RNRZHMBMRARZE
STATEMENT OF FINANCIAL POSITION £ can)
OF THE COMPANY (Continued)

(@) RMIBARZIRE

(@) Investments in subsidiaries

As at 31 December

®R+=-—H=+—H
2016 2015
—E—RE —E—hF
Unlisted investments, at cost JEEMIRE LKA RMB55 RMB55
AR #5575 AREES5TT

RZE—RNER_ZFT—HF+_A
=t+—HB AREFEZEEZNB AR

Details of the principal subsidiaries held by the Company
as at 31 December 2016 and 2015 are as follows:

ZEENT
Issued and
Place and date of fully paid
incorporation/ Class of share capital/ Proportion ownership
Name of subsidiary establishment/operations shares held registered capital interest held by the Company Principal activities
BEITR
AMBL/ B/ HERA/
WELAE &R ERMERAH i 5 2 10 2 5 AMER RNABENAEEERILY TEEH
Directly Indirectly
B#% k3
2016 2015 2016 2015
37§ -2-1%F %7 %1%
Ever Step BVI Ordinary shares USD1/USD50,000 100% 100% N/A N/A" Investment holding
7 December 2009
KB EBRLHE TR 1%7T,/50,000% T TER TER REER
“ZENFTZALAR
Media Eagle Investment Limited Hong Kong Ordinary shares HKD100/HKD100 60% 60% N/A N/A~ Investment holding
(‘Media Eagle”) 26 September 2012
ARREBRAR ([FE5H]) &k gl 1007%7T,/100787C TER TER REER
“Z-ZFRAZTAB
High Elite Holdings Limited Hong Kong Ordinary shares HKD3,000,000/ N/A N/A 100% 100%  Financial consultancy
(*High Elite”) 23 February 2011 HKD3,000,000 services
BERERARAG ([EH]) &k il 30000008/  FER TER B AR
—Z——F-f-+=H 3,000,000 7T
Vigo Hong Kong Ordinary shares HKD100/HKD100 N/A N/A 100% 100%  Money lending
2 September 2008 business
ER &k LRk 10087L/1008T  FHEA TER HEXS
—ZT\ENAZH
Jovial Lead Limited (“Jovial Lead") BVI Ordinary shares USD1/USD50,000 N/A N/A 100% 100%  Investment holding
10 June 2011
HERAR ([aF]) EBRREE LRk 1EL/500005T  FEA TER REER

—T——FxA1tH
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For the year ended 31 December 2016 & &

50. INFORMATION ABOUT THE
STATEMENT OF FINANCIAL POSITION
OF THE COMPANY (Continued)

(a)

.-vT |=|= ,E\Zl' %% #EL iE Bﬁ

Z—RF+ZA :t*EIJtiE

50. ERAARRAZMBRARZE

Investments in subsidiaries (Continued)

Details of the principal subsidiaries held by the Company
as at 31 December 2016 and 2015 are as follows:

(a)

2 cm

)

RZEBE—RNFEk =
=t—HB &2 ﬂ?ﬁﬁZIxBﬁ%A A

%Mt%’&ﬂit:’t’é(ﬁs)
—RE+= A

(Continued) ZEELTR : (8)
Issued and
Place and date of fully paid
incorporation/ Class of share capital/ Proportion ownership
Name of subsidiary establishment/operations shares held registered capital interest held by the Company Principal activities
2ETR
EMAL/ B/ HRBA/
WEAREE BEEUBRAS Fris i R ZREX FAABAHRERERILY TEER
Directly Indirectly
HE i
2016 2015 2016 2015
-7 “E-1F %R “Z-IF
BIRMERER (L§)BRAR The PRC Registered capital USD3,600,000/ N/A N/A 100% 100%  Financial consultancy
(Note (i) 5 May 1998 USD3,600,000 services and
entrusted loans
business
RIEER (L8 ARAR P MR 3600000%L/  TEA TER @ﬁ%uﬁﬂﬂﬁ%&
(BirsE() —AANERARA 3,600,000%7T EENER
B3R (Notes () & (i) The PRC Registered capital RMB40,000,000/ N/A N/A 100% 100%  Pawn loans business
11 June 2003 RMB40,000,000
EERA (M0 R)) HE AR AR 40,000,007,/ TEB TER HEEREH
ZZE=F~AT-A AR 40,000,000
REREZH (LE)BRAA The PRC Registered capital RMB2,300,000/ N/A N/A 100% 100%  Financial consultancy
(Note (i) 15 September 2011 RMB2,300,000 services
REREHRA(L8)ERAR HE &R AR #2,300,0007/ TER TER SR
(GEDY “Z—FAATEA AR %2,300,0007
@&ﬁuu #(EB)BRAR The PRC Registered capital RMB2,300,000/ N/A N/A 70% 70%  Financial consultancy
(“L/GRE") Note (i) 19 July 2011 RMB2,300,000 services
UREHA (L) BRAR HE AR AR 2,300,000,/ &R TER B AR
28 ]) (FizEG) “Z——%tAThA AR#2,300,0007T
HERERBHAERAR The PRC Registered capital RMB258,500,000/ N/A N/A 100% 100%  Investment property
(Note (i) 15 November 2012 RMB300,000,000 holding
HEREEBANERAR P& HFER AE 258,500,000,/ TER TR REMERE
(F3EG) “Z-—5+-AtEA AR 300,000,007
REEEHZA(L8)BRAR The PRC Registered capital RMB500,000/ N/A N/A 100% 100%  Financial consultancy
(Note (i) 10 November 2011 RMB500,000 services
RENBHA (L8 ERARA HE Hf AR AR%500,0007,/ TER TR B s RS
(F3EG) ZZ——54+-A1H AR 500,000
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For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE

50. INFORMATION ABOUT THE 50. A RNRZHMBMRARZE
STATEMENT OF FINANCIAL POSITION £ can)
OF THE COMPANY (Continued)

(a) NMIBARZEE (@)

(@) Investments in subsidiaries (Continued)

Details of the principal subsidiaries held by the Company
as at 31 December 2016 and 2015 are as follows:

RZFE-—A"FRZF-HF+=A
=t—B ARFAFAZERME AT

(Continued) BN ()
Issued and
Place and date of fully paid
incorporation/ Class of share capital/ Proportion ownership
Name of subsidiary establishment/operations shares held registered capital interest held by the Company Principal activities
BEITR
2MBL/ B/ HERE/
WELAE &R EXMERAH B 5 % 1 2 5 FMEE ANABENREEERILY TEEK
Directly Indirectly
B# k3
2016 2015 2016 2015
ZF-RE “Z-1f ZF-Rf —2-0f
EARGEEZRAERARNote () ThePRC Registered capital RMBG60,000,000/ N/A N/A 100% 100%  Entrusted loan
19 November 2012 RMB60,000,000 financing services
LERGABHFAERAT HE BRI AR#60000000T,/  FEA TEm ZRAERRERE
(FzEG)) “E-—E+-AtNH AR 60,000,007
REAEEAERAR The PRC Registered capital RMB500,000/ N/A N/A 70% 70%  Financial consultancy
Z") (Note (i) 15 November 2012 RMB500,000 senvices
J:i’é? ABHEABRAR e HMER AR#500,00078,/ TER TEA SRS
(TEB=E]) (B “E-—&+-AtEH AR 5000007
UCF Hong Kong Ordinary shares HKD10,000/ N/A N/A 100% 100%  Investment holding
23 December 2011 HKD10,000
it BE LEk 1000087/  FEA THA RELER
“E——5+-fA=t=H 10,000/7C
ABEEE (Note (i) The PRC Registered capital RMB40,000,000/ N/A N/A 100% 100%  Microfinance
20 October 2010 RMBA40,000,000 services
AERE (M) i Fii- v AR 140,000,000,/ TER TR NEEFR IR
—Z2-TF+A=tH AR40,000,0007
AEABEBREFHERAR The PRC Registered capital RMB630,120/ N/A N/A 100% 100%  Investment holding
(Note (i) 1 August 2012 RMB630,120
RELEERREANERAT HE AR AR¥630120m/  TER TR REER
(FzE() “Z--%)\A-H ARH630,1207
F 83 A (Notes (i) & (i) The PRC Registered capital RMB10,000,000/ N/A N/A 100% 100%  Investment holding
12 July 2007 RMB10,000,000
FBA ([ Ri) g EAUN-E AR¥10,000000,/  FEH T REBR
S = AK#10,000,0007
HEEREEZAERAR The PRC Registered capital RMB100,000/ N/A N/A 100% 100%  Financial consultancy
(Note (i) 28 November 2012 RMB100,000 services
HEZBEBANERAR HE AMER AR¥100000/  FER TER g e lers
(HzEG)) —E-—&+-A=t/\H AR100,0007
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FEMBFHRET M

RET=A=+—RILEE
50. AR AR ZHMBRARZE

(a)

For the year ended 31 December 2016 & ZE % —

50. INFORMATION ABOUT THE
STATEMENT OF FINANCIAL POSITION
OF THE COMPANY (Continued)

Investments in subsidiaries (Continued)

Details of the principal subsidiaries held by the Company
as at 31 December 2016 and 2015 are as follows:

(a)

= cam)

RMBAR ZEE (&)
T NER-TE—A&E+_-A

JA g

=t—B ARRAFEZEIEZHEAR

(Continued) BN ()
Issued and
Place and date of fully paid
incorporation/ Class of share capital/ Proportion ownership
Name of subsidiary establishment/operations shares held registered capital interest held by the Company Principal activities
BEITR
2MBL/ B/ HERE/
WELAE &R EXMERAH B 5 % 1 2 5 AMER ANABENREEERILY TEEK
Directly Indirectly
B# k3
2016 2015 2016 2015
ZF-RE “Z-1f ZF-Rf —2-0f
RYEREEERRITREARAA  The PRC Registered capital RMB9,922,500/ N/A N/A 100% 100%  Onling investment
(Note (i) 14 March 2014 RMB12,500,000 and technology-
enabled lending
services
REEZE R BRATRS HE AMER ARE9 92500/  TER TER EERERMRED
ARAR (HE()) ZZ-WME=A{EA AR¥%12,500,0007 EIRE
HLEEREEHERAR The PRC Registered capital RMB10,000,000/ N/A N/A 51% 51%  Financial consultancy
(‘HILEE") Note ) 24 Qctober 2014 RMB10,000,000 services
HIREREENERAR i AR AR¥10000000,/  FEA TR B AR
(DRIEE]) (M) “Z-METAZTEA AR ¥%10,000,0007
It BB (Note () & i) The PRC Registered capital RMB50,000,000/ N/A N/A 100% 100%  Onling investment
23 May 2012 RMB50,000,000 and technology-
enabled lending
services
JeRBEL (B () Rfii)) HE FHER AR 50,000,007,/ TER TEA ESRAREES
Z-—FRA-1+=H AR 50,000,000 BB
LB (Note () The PRC Registered capital RMB21,000,000/ N/A N/A 51% 51%  Onling investment
4 June 2013 RMB21,000,000 and technology-
enabled lending
services
LR (M) . e i v AR#21,000,0007,/ TER TR ERRE BRI
“Z-=%~AmA AR 21,000,007 ERRS
RIRERTREERAR The PRC Registered capital RMB5,000,000/ N/A N/A 51% 51%  Provision of mobile
(Note (i) 24 November 2014 RMB5,000,000 gaming service
RYEER THEARAR e HFER AR#5,000,0007,/ TER TR REFHEBRS
(Bt = i) —I-ME+-A=1MmA AR 5,000,000
FREREHRMBREFEAA The PRC Registered capital USD700,000/ N/A N/A 48% Nil Provision of online
(Note (i) 5 January 2011 USD1,000,000 microfinance
service
FREREHRMERERERT HE Hf AR 700,000% 75,/ TER TR RS ERE
(P3G —Z——5-A%A 1,000,000 70 R

w2016 pEESREERERAT 344



Notes to the Consolidated Financial Statements

nv'F 7f %% #EL iE Bﬁ

For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE

50. INFORMATION ABOUT THE 50. A RNRZHMBMRARZE
STATEMENT OF FINANCIAL POSITION £l )
OF THE COMPANY (Continued)

(a) RIMBARZHRE (@)

(@) Investments in subsidiaries (Continued)

Details of the principal subsidiaries held by the Company RZE—RNFRZE—AF+=A

as at 31 December 2016 and 2015 are as follows: =t+—H ARRFEZEENBAA

(Continued) BN ()

Notes: Bt 5

0] These entities were established in the PRC as domestic 0] ZEEEBHARFRKIAAER
companies. Al

(i)  These entities were established in the PRC as wholly (i) HEBERHRRPBIKZIHNINGEE
foreign-owned enterprises. i

(i)  No equity interests were held by the Company. The (i) AR RIEFFE AL - AR FE

BEEESOESNE AR

Company has control over the subsidiaries through the
structured contracts.

RRARMEFRA LRI ZA QRN

In the opinion of the directors of the Company, the

subsidiaries of the Company listed in the above table
principally affected the results, assets and liabilities of the
Group. To give details of other subsidiaries would result in
particular of excessive length.

None of the subsidiaries had any debt securities issued
subsisting at the end of both years or any time during
both years.
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e M B ER R
For the year ended 31 December 2016 #HZEZE—ZT—NE+_A=+—HILFE

50. INFORMATION ABOUT THE 50. AN ZHMBERRAEZS
STATEMENT OF FINANCIAL POSITION #l can)

OF THE COMPANY (Continued)

(@) Investments in subsidiaries (Continued)

(a) RMIB AR ZHE (&)

Composition of the Group

Information about the composition of the Group other

than the principal subsidiaries disclose above at the end

of the reporting period is as follows:

FEEEA
RERR  REEBER (TREEX
BEZEEMBAR) Z2ERMT

Places of incorporation Number of
Principal activities and operation wholly-owned subsidiaries
FEEH i M B 3L B 5K M B =EMBAREE
2016 2015
—E—RE —E—RF
Investment holding Hong Kong 26 22
REZER BB
BVI 31 21
RERUES
The PRC 17 6
H
Financial consultancy services The PRC 7 5
B 15 5 S AR 7 A
Third party payment services The PRC 1 1
FE=7 XN R% H
Online investment and technology- The PRC
enabled lending services 2 2
ERKRE KBRS EFRS A
84 57
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For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE

50. INFORMATION ABOUT THE 50. ERAA LRI ZHMBRARZE
STATEMENT OF FINANCIAL POSITION NE )
OF THE COMPANY(Continued)
(@) Investments in subsidiaries(Continued) (@ RMBARZHEE (4
Composition of the Group(Continued) KEFEK (8)
Places of incorporation Number of
Principal activities and operation non-wholly owned subsidiaries
FTEXR 5 MM A 3L R 3R i B F2EMBLREHE
2016 2015
—E—-RE —E—hF
Investment holding Hong Kong 5 3
WEER s
BVI 3 -
REBRZHS
The PRC 7 -
a3
Financial consultancy service The PRC 2 2
B 75 5 7R PR 755 Hh

Online investment and technology- The PRC
enabled lending service 3 2

ERRERMEBRSERRYE  F

Mobile gaming service The PRC 1 —
FHBEERS &

21 7
Details of non-wholly owned subsidiaries that have HAEEBBE A AERER IR
material non-controlling interests to the Group are BINBARZFHBRER X

disclosed below.
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For the year ended 31 December 2016 #HZEZE—ZT—NE+_A=+—HILFE

50. ERAARRAZMBRARZE

50. INFORMATION ABOUT THE

STATEMENT OF FINANCIAL POSITION

OF THE COMPANY (Continued)

(@) Investments in subsidiaries (Continued)

Details of non-wholly owned subsidiaries
that have material non-controlling interests

The table shows details of non-wholly owned subsidiaries

of the Group that have material non-controlling interests:

= cam)

(a) RMIBAB ZH/E (&)

BREEAXFZREGZHZER
Wi B 4\ B Z 1
TRERNEERE EAIFERER
ZH2EMBARZFHE:

Places of Proportion of
incorporation/ ownership interests and
establishment/ voting rights held by Profit (loss) allocated to Accumulated
Name of subsidiaries operations non-controlling interests  non-controlling interests  non-controlling interests
MM AL FERESHANEAE NEREFEREZH
W 8 2 ) & 78 B/ g ¥ e 12 R AR b i F (B18) EHE R
2016 2015 2016 2015 2016 2015
ZE-"E —T-1F ZE-RE —Z-1F ZBE-~§ —ZT-0fF
RMB’000 RMB’000 RMB’000 RMB'000
ARETRT ARETT AR¥ETR ARETR
Qiyuan The PRC 49% - 30,817 - 33,372 -
e h
Leyu The PRC 52% - 14,961 - (7,412) -
Leyu F
LR The PRC 49% 49% (663) (766) 9,403 10,066
LR m
Individual immaterial subsidiaries with non-controlling interests (3,990) (4,799) 10,374 14,310
BEIFERERNERFEANE QA
Total 41,125 (5,565) 45,737 24,376
@t
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For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE

50. INFORMATION ABOUT THE 50. AR RNR ZHMBRARZE
STATEMENT OF FINANCIAL POSITION £ can)

OF THE COMPANY (Continued)

(@) Investments in subsidiaries (Continued) (a)

Summarised financial information in respect of each of
the Group’s subsidiaries that has material non-controlling
interests is set out below. The summarised financial
information below represents amounts before intragroup

KM B AR 2 E (4)
ARAAEANERER ARES
HBARZEHEREERIMT -
TIOR8 T A R R A B O K
ATz SHE-

eliminations.
Leyu Leyu
As at
31 December
2016
RIE—RE
+=B=+-8
RMB’000
AR#ET T
Current assets MEEE 284,951
Non-current assets JERENEE 4,319
Current liabilities and total liabilities mEBERERAGELERE (303,523)
Equity attributable to owners of RRARHER ANELER
the Company (6,841)
Non-controlling interests FEIE R i (7,412)
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For the year ended 31 December 2016 #HZEZ—ZT—NE+_A=+—HILFE

50. INFORMATION ABOUT THE 50. BN R ZHBERAZZE
STATEMENT OF FINANCIAL POSITION # ca)
OF THE COMPANY (Continued)
(@) Investments in subsidiaries (Continued) (@ RMIBARZK/E (@)
Leyu (Continued) Leyu (%)
25 November
2016 to
31 December
2016
ZE—RE
+—HAZ+HHBHE
—ZE—RE
+=—A=+—H
RMB’000
AR®F
Revenue WA 121,045
Expenses A (92,273)
Profit and total comprehensive income FERMNEEEBALEE
for the year 28,772
Profit and total comprehensive income RRAFRHE AL BT R
attributable to owners of the Company 2HE A LR 13,811
Profit and total comprehensive income FE 12 AR 4 2 B A v A1) 2
attributable to the non-controlling 2HEMA LR
interests 14,961
28,772
Net cash inflow from operating activities wEEE2HERAFE 44,112
Net cash inflow from investing activities KEEH 2R RAFE 15,562
Net cash outflow from financing activities BB EES R ML FRE -
Net cash inflow WEMA R 59,674
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For the year ended 31 December 2016 HE_-_ZT—"NFE+_A=+—HIFE

50. INFORMATION ABOUT THE 50. BN R ZHBHERAZZE
STATEMENT OF FINANCIAL POSITION # (a)
OF THE COMPANY (Continued)
(@) Investments in subsidiaries (Continued) (@ RMBARZHEE (@)
Qiyuan EER
As at
31 December
2016
R-BE—RE
+=-R=+—H
RMB’000
AR¥T T
Current assets MEEE 57,141
Non-current assets ERBEE 89,066
Current liabilities and total liabilities nBAEBERABERR (78,101)
Equity attributable to owners of the Company A2 1A A FE(EHEZS 34,734
Non-controlling interests FE 12 I e 33,372
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For the year ended 31 December 2016 #HZEZE—ZT—NE+_A=+—HILFE

50. INFORMATION ABOUT THE 50. BRAA QR ZHBRRAKZE
STATEMENT OF FINANCIAL POSITION o)
OF THE COMPANY (Continued)
(@) Investments in subsidiaries (Continued) (@) RMBRARZIRE (#)
Qiyuan (Continued) REE (&)
21 April
2016 to
31 December
2016
ZE—RE
MAZ+—HZE
—ZE—RE
+=ZRA=+—H
RMB’000
AR®F
Revenue A 89,189
Expenses M (26,298)
Profit and total comprehensive income FERMMEEBALEE
for the year 62,891
Profit and total comprehensive income RAalEE ANEE MM EEBALEE
attributable to owners of the Company 32,074
Profit and total comprehensive income RS (s T k2 A B
attributable to the non-controlling
interests 30,817
62,891
Net cash inflow from operating activities wEEE 2 HERAFE 94,136
Net cash outflow from investing activities RERE A MNFERE (68,631)
Net cash outflow from financing activities BMEFF2ES R L FRE (3,614)
Net cash inflow B RAFRE 21,891
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For the year ended 31 December 2016 HZE_-_ZT—"FE+_A=1+—HIFE

50. INFORMATION ABOUT THE 50. FRAANRZMBMRAKZE
STATEMENT OF FINANCIAL POSITION = cam)
OF THE COMPANY (Continued)
(@) Investments in subsidiaries (Continued) (@) RHMBRARZIRE (#)
AL A AL A
As at 31 December
R+=A=+—8
2016 2015
—E—RE —E—RF
RMB’000 RMB’000
AR®T T ARETIT
Current assets mEEE 18,854 20,683
Non-current assets ERBEE 345 20
Current liabilities and total liabilities iR 8) & & & & &8 %8 8 (159)
Equity attributable to owners of AN A Rl #EA A JEIGHEES
the Company 9,788 10,478
Non-controlling interests JEIE R HE = 9,403 10,066
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For the year ended 31 December 2016 #HZEZ—ZT—NE+_A=+—HILFE

50. INFORMATION ABOUT THE 50. FElARNBR ZHMBRARZE
STATEMENT OF FINANCIAL POSITION £ can)
OF THE COMPANY (Continued)

(@) RMBARZEE (&)

(@) Investments in subsidiaries (Continued)

T FE 4 (Continued) TR (48)
1 January 27 May 2015
to 31 December to 31 December
2016 2015
—T—hF
—E—RE RAZ+EBE=E
—A—HZE —ZET—RHF
+Z—A=+—H +=—A=+—H
RMB’000 RMB’000
AR¥T T AR T T
Revenue WA 1,413 1,307
Expenses > (2,766) (2,869)
Loss and total comprehensive FEBEREERZRE
expenses for the year (1,353) (1,562)
Loss and total comprehensive ARARHEE AEEEE R
expenses attributable to owners & T 5 X 4258
of the Company (690) (796)
Loss and total comprehensive R REGEER
expenses attributable to the EHEABE
non-controlling interests (663) (766)
(1,353) (1,562)
Net cash (outflow) inflow from mEEg s BEe ORd)
operating activities A FEE (949) 11,996
Net cash outflow from investing % & )& 8) 2 IR & i H ) F =
activities (354) (9,043)
Net cash inflow from financing MEEE IR MAFERE
activities - 739
Net cash (outflow) inflow Re ORM) mAFERE (1,303) 3,692

#2016 PEESREERERAT 304



Notes to the Consolidated Financial Statements

.-v'K (=] ,j%%#ﬁ%ﬂﬁ

For the year ended 31 December 2016 & ZE—Z —

NET-_A=T—HILFE

50. INFORMATION ABOUT THE 50. AR QR ZHBRRAKZE
STATEMENT OF FINANCIAL POSITION ()
OF THE COMPANY (Continued)
(b) Reserves of the Company (b) AARZ
Equity
Share-based component
Accumulated Exchange payment  of convertible
Share premium losses reserve reserve bond Total
WRAZH  AHRRES
KR 2EHER a1 FORfE ERH b
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETR ARETT  AR%Tn  ARET:
At 1 January 2015 R-ZE-hF—-A—H 688,395 (110,963) (18,601) 6,804 = 565,635
Loss for the year FEER - (68,069) - - - (68,069)
Other comprehensive income E2ERA - - 37,804 - - 37,804
Total comprehensive income FEREHA (RX) 8%
(expenses) for the year - (68,069) 37,8% - - (30,175)
Issue of shares under placing REEEZTRN
(Note 42(2) ( 2420 992,525 - - - - 992,525
Share issue expenses R E(TH i (14,774) = = = - (14,774)
Issue of shares upon exercise of EAH FRERER BRI
share options (Note 42(t) (Hit42) 10,604 - - (3.304 - 7,300
Recognition of equity-settled share R IE S 4 B AR (A
based payments SRR - - - 43,999 - 43,999
Recognition of equity component ~ FERAA] R E% 2
of convertible bond T w=HD - - - - 23,206 23,206
Dividend recognised as distrioution #Z A2 R ZKE
(Note 16) (KrzE16) (11,724) - - - (11,724)
Lapsed of share options BREXN - 199 - (199) - -
At 31 December 2015 RIE-REFZA=T—H 1665026 (178,833) 19,203 47,300 23,206 1,575,992
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STATEMENT OF FINANCIAL POSITION

OF THE COMPANY (Continued)

(b) Reserves of the Company (Continued)

(c)

(d)

.-vT |=|= ,E\Zl' %% #EL iE Bﬁ

For the year ended 31 December 2016 & &

50. INFORMATION ABOUT THE

A= G = — EIJtﬁE

50. ERAA LR ZHMBRAETZE
# (a)

(b)

ANT zZ#E @)

Equity
Share-based  Consideration component
Share  Accumulated Exchange payment payables  of convertible
premium losses reserve reserve reserve bonds Total
DB 4 3% ft AaRESZ
R iEE RiER ER it REARE EARERE EaEHs @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT  ARETR AR®Tx  ARETR ARETR AREIx  ARETR
At 1 January 2016 R-E-~F-f-H 1,665,026 (178,833) 19,293 47,300 - 23,206 1,575,992
Loss for the year FEBE - (91,631) - - - - (91,631)
Other comprehensive income 2 EHA - - 179,086 - - - 179,086
Total comprehensive income FEZEUA (A% B8
(expenses) for the year - (91,631) 179,086 - - - 87,455
Issue of shares upon exercise of IR RERETRA
share options (Note 42(d)) (HizE42(0)) 22,696 - - (4,530) - - 18,166
Recognition of equity-settled share REEREENRS
based payments §ZH R - - - 109,986 - - 109,986
Recognition of equity component of AR Bk (EH 2 EH LD
convertible bond (Note 39) (Fi13£39) - - - - - 147,634 147,634
Conversion of convertible bonds BRIARES
(Note 42(g) (Kzr42(0)) 51,856 = S - = (5.257) 46,59
Lapsed of share options BREXH - 1,477 - (1,477) - - -
Acquisition of subsidiaries WERBAR
(Note 42(g) and 45) (K42 R45) 409,459 = - - 155,502 - 564,961
Acaquisition of additional interest KR -EREARZ
in a subsidiary (Note 42(g) M (H3E42) 104,941 = = - - - 104,941
Acquisition of an associate (Note 42() k& — k& A 7 (FiFka2()) 666,101 - - - - - 666,101
At 31 December 2016 W=E-~E+-A=1-H 2,920,079 (268,987) 198,379 151,279 155,502 165,583 3,321,835

Amounts due from (to) subsidiaries/

joint ventures

The amounts are unsecured, interest-free and repayable

on demand.

Amount due to a related company

The amount is due to a company owned by Mr. Zhang
Zhenxin, a major shareholder of the Company, which is

unsecured, interest-free and repayable on demand.

(c)

(d)

FEW (EBE)MBAR &%
T ERE
ZERBELELR 2 ERBENE
BiE-

KB

FEft —E B & » R FIR

&S —TA mﬂiﬁﬁigﬁiﬁﬂﬁ%ﬁﬁ
EHA 2 RRFAREER %28 A

\zzEJZEﬂa & o
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HV-F

For the year ended 31 December 2016 & & —=

SRR EA KR

51. EVENT AFTER THE REPORTING
PERIOD

(a)

(b)

Agreement to acquire a 51% equity
interest in Amigo Technologies Joint
Stock Company (the “Target”)

On 30 November 2016, the Group entered into a share
subscription agreement with the Target, a third party
independent to the Group to acquire 51% interest in
the Target which owns. Pursuant to the agreement, the
Group has conditionally agreed to subscribe for, and
the Target has conditionally agreed to allot and issue
shares of the Target, representing approximately 51%
of the enlarged issued share capital of the Target to the
Group at a cash consideration of VND286,588,125,000
(equivalent to approximately RMB88,373,000). The
transaction has been completed on 25 January 2017.
Because the acquisition of the Target was effect shortly
before the date of approval of these consolidated
financial statements, it is not practicable to disclose
further details about the acquisition.

Details of which are set out in the Company’s
announcements dated 20 November 2016 and 18 May
2016, respectively.

Share Purchase Agreement to
subscribe for 68,639 Series A
Preferred Shares in BitFury Group

On 25 January 2017, the Group and BitFury Group, a
third party independent to the Group, agreed to revise
certain terms of the Share Purchase Agreement dated
3 May 2016. Pursuant to the agreement, the Company
has conditionally agreed to acquire, and BitFury Group
has conditionally agreed to issue, 68,639 Series A
Preferred Shares in BitFury Group, at a consideration
US$10,000,015.91 (approximately RMB69,490,000),
representing less than 1% of the enlarged equity
share, to be paid by issuing a total of 124,397,247
consideration shares. The transaction has been
completed on 26 January 2017.

Details of which are set out in the Company’s
announcements dated 26 January 2017 and 3 May
2016, respectively.
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(a)

(b)

—RE+=A=+—BILEE
1L HEREEFR

I B Amigo Technologies
Joint Stock Company ([ B
BAAEl]) Z51%B # Z &
RZE—RF+—A=+HB K&EEH
HEEZERR (BYRAEEZE=F)
FUE B E R R A 251 %R EET L
— R REH o BIEZ B ZIS
SEEAEKHRERE MEEAR
BB KHERE WKEIEE?E&%??E
ERAIZRD HERBEZEQAR Z&
BREBEITHRALS1% BeREA
286,588,125,0001 7 & (FHE R4 A
K #88,373,000) *#Z R HER_Z
—tF A t+HHETK - ARKEER
SRR R ELEZ SR A MR E B
BART R A SR BUKR PR Bz s 2
FEFIEW AR 1T o

BAFEIERARAIBHAT
—RNE+—FB=-tBRER-ZE—XREHR
A+NBzA%E-:

S ,Exﬁ68 639f% BitFury
GroupZ ARSI LR Z R 19
BEEm=E
R-_E—tF—A-_+HH AEE
EABitFury Group (— % 58 *EAK S
ZE=ZR)BEBITBHRA=ZZT—X
iﬁﬂ B 2 B0 B8 B & Z%ﬂ%
Ko IRIEZ S ARARIERKGERE
Hﬁl,ﬁﬁ * i BitFury GroupE & &4 R = 2%
77 BitFury Group.Z 68,6398 AR 712 5
B% - K18 £10,000,015.91% 7T (49 A
R #69,490,0007T) * HHE ECQB’W%
ZERBRAERRG BEBBEITAH
124,397,247 IR R B R& 1D A5 » ;z 2 5
Eﬁf_é—ti ﬂ_"f'/\ErDﬁX

B Ii"/“:U%ZEA$ T AffiR—%
)5] Ez/‘\/_—l:o



A summary of the Group’s results for the last five financial years

Financial Summary

B %5 i =

T%ﬁﬂ$glﬂ££ﬂﬁﬁ¢7¥ &$$@

and the assets and liabilities of the Group as at 31 December 2016, K==
2015, 2014, 2013 and 2012, as extracted from the published —=Fk=

audited financial statements for the years ended 31 December 2016, BEBEE I EE ?ﬁ%@i— =

2015, 2014, 2013 and 2012, is set out below. The amounts set out —des

in this financial summary are prepared as if the current structure of

— N —hF —ZT—@mF.
"*_EJr R=+— ElE’JéfF‘&ié
—RNE-ZF
—E-NE _EB-—ZFER"F-—_F
+ A=t B EEEERIERE - LB

the Group had been in existence throughout the years presented B2 P BB TS A IR SR IR AR RO 2
P g YEES D - EENEDEENRS -
2016 2015 2014 2013 2012
—-~E —hE T-mE  —ET-=F —T-_F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREBTRT ARETE ARETr ARETR ARET:
RESULTS ES
Turnover EXH 1,075,677 429,590 374,068 269,728 302,422
Net interest income MEWAFE 138,751 44,938 83,261 108,454 112,100
Financial consultancy service income B I A IR AS A 53,053 37,650 66,597 123,452 170,895
Third party payment service income E=ATRRBEA 189,983 128,148 60,665 - -
Onling investment and technology-enabled E%i&é&ﬂ&%@ﬁ
lending service income BERRBESRA 366,517 112,546 24,822 = =
Mobile gaming service income B E) b R RS A 89,189 - - - -
Gain on transfer of rights on interests R I U E TR BRI 2 e
on loan receivables - 4778 46,304 - -
837,493 328,060 281,649 231,906 282,995
Other income Hi A 26,949 24,427 18,810 20,492 17,537
Other gains and losses Hinlz R EE 4,414 7,586 - - -
Handling charges of third party payment service SE=FXfREZFEE (24,885) (28,911) (10,154) = =
Administrative and other operating expenses 17 LBZ REMGERS (350,050) (200,887) (189,776) (113,213) (68,548)
Loss on deemed disposal of subsidiaries BRELENBRRZER - - - (1,525) -
Loss on deemed disposal of an associate W’E HE—fRBE D82 EE (2,029) = - = =
Gain on disposal of subsidiaries HENB ARz K 37 42,001 6,068 - =
Loss on disposal of joint ventures HEALECER - - (56) - -
Loss on disposal of an associate HE—fe //3 AlZEE (797) = = = =
Change in fair value of investment property BEMEZ ATES - (1,000) 10,239 75,677 -
Change in fair value of derivative and PTETANRATHRRES K
embedded derivative components of ARAE %ﬁz W SITETR
convertible bond and exchangeable bond Bloz ATFES (208) (7,877) 394 (420) (2,789)
Share-based payment expenses PARRD S 3% Iﬁﬁﬁi‘z (109,986) (43,999) (4,790) (5,464) (2,888)
Share of results of associates J*iE ﬁf *é NGIES 45,747 6,024 672) (1,960) (1,015)
Share of results of joint ventures ElhaetExs - (6,230) (1,945) 1,508 449
Loss on early redemption of corporate bonds Eiﬂ% EIARES 2 ER - - - - (2,466)
Profit before tax B a0 A 426,685 119,284 101,315 206,533 223,276
Income tax FeR (84,438) (39,243) (35,057) (51,768) (59,002)
Profit for the year FEEEH 342,247 80,041 66,258 154,765 164,274
Attributable to: FEfk:
Owners of the Company RAFHAEA 301,122 85,606 58,194 141,247 149,534
ASSETS AND LIABILITIES EERAR
Total assets BEE 8,862,513 4,871,701 2,671,727 2,311,551 1,321,040
Total liabiliies BaE 4620933 (2239115 (1252209  (1,017,126) (564,009)
Net assets BEFE 4,241,580 2,632,586 1,419,428 1,294,425 757,031
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Summary of Investment Property

REMEHME

Particulars of investment property held by the Group as at 31 R-ZE—R"F+-_A=+—H AREBFfREFHEE2

December 2016 is as follows: REWMEFBWT
Group
Property Use Interest Category of the lease
ES A& AEEE D HEERMN
Nos. 518-686 Commercial 100% Medium term lease

Sichuan North Road,

Hongkou District,

Shanghai

The PRC

H [HES 100% REAE
ladis

4T O &

/g1 dE B&

518-6865%
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