Dragonite International Limited

AR E B A R
(Incorporated in the Cayman Islands with limited liability)
(7 2 7B At Mk 2 2 R4 AT )

(Stock Code : 329)

(B C3E: 329)

2014

Annual Report

= 3R



Corporate Information

Chairman’s Statement and Management Discussion And Analysis

Corporate Governance Report

Directors and Senior Management Profile

Directors' Report

Independent Auditor's Report

Consolidated Statement of Profit or Loss and Other Comprehensive Income

Consolidated Statement of Financial Position

Consolidated Statement of Changes in Equity

Consolidated Statement of Cash Flows

Notes to the Consolidated Financial Statements

Financial Summary

ARIBH

ITRHENEEETWEDN

AR

o
G

o>
B

@t

&

s
T

op
i

*

&
il

Bz

i

HARMBRERME

BHRE

Contents
B &%

Page
BR

25
27
34
36
38
40
4
45

152

2EEBRERQA

2014 £ 8



2

Corporate Information

ARER

EXECUTIVE DIRECTORS

Mr. Lee Kien Leong (Chairman)
(appointed as Executive Director on 2 September 2014 and
appointed as Chairman on 25 September 2014)

Ms. Chan Mee Sze (Managing Director)

Mr. Lam Suk Ping

Mr. Wong Yin Sen
(resigned on 25 September 2014)

NON-EXECUTIVE DIRECTOR
Mr. Hon Lik
(resigned on 2 September 2014)

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Lam Man Sum, Albert
Mr. Chang Tat Joel

(appointed on 2 September 20/4)
Mr. Wong Stacey Martin

(appointed on 2 September 2014)
Mr. Ho Tak Fun

(resigned on 30 January 2015)
Mr. Liu Kwong Sang

(resigned on 25 September 20/4)
Mr. Chung Yuk Lun

(resigned on 2 September 2014)

AUDIT COMMITTEE
Mr. Chang Tat Joel

(appointed on 2 September 2014)
Mr. Lam Man Sum, Albert
Mr. Wong Stacey Martin

(appointed on 2 September 2014)
Mr. Ho Tak Fun

(resigned on 30 January 2015)
Mr. Liu Kwong Sang

(resigned on 25 September 2014)
Mr. Chung Yuk Lun

(resigned on 2 September 2014)

COMPANY SECRETARY
Ms. Chan Mee Sze

DRAGONITE INTERNATIONAL LIMITED
2014 Annual Report

HTEE

FRELE(LE)
(R-ZFB—AFNA—AEZERHTEER
R-E—WEAA-THARZEIREE)

REBRL(EFHKLE)

MR 4

IEREE
(R-F—WFENA=1HABE)

FUTEES
BHRE
(R=F—FENA=ARFE)

BAFHTES

MERLE

BEELE
(R-F-[FNA—HEZE)

AEWLE
(R=F—IFNA-HEZE)

gkt
(R=F-RF—A=1HEFE)

BEESRE
(R-F-MFENA—1THHAFHE)

BEBELE
(R=F—FENA=HEHE)

EREES

Bk
(R=F—PmFENFA=HEZF)

MEREE

HERLE
(R=F—PFNA=HEZF)

@RSk AE
(R=ZF—RF—A=1HEF)

BELRE
(R=F—mFENF=+HABL)

BEBEAE
(R=F—mFENA=HFHT)

DEAWE
BEBLL



AUDITOR

Deloitte Touche Tohmatsu

REGISTERED OFFICE
Cricket Square, Hutchins Drive
P.O. Box 268

Grand Cayman KYI-1 111

Cayman Islands

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS IN THE HONG
KONG SPECIAL ADMINISTRATIVE REGION OF THE PEOPLE’S REPUBLIC

OF CHINA (“HONG KONG”)
Suite 3205, 32/F, Tower 6, The Gateway
9 Canton Road, Tsim Sha Tsui, Kowloon

Hong Kong

PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE
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
Computershare Hong Kong Investor Services Limited

Shops 1712-1716, Hopewell Centre

183 Queen’s Road East

Hong Kong

PRINCIPAL BANKERS
in Hong Kong:
The Hong Kong and Shanghai Banking Corporation Limited

in the PRC:
China Construction Bank

Shenyang Economic and Technology Development Zone Branch

WEBSITE

www.dragonite.com.hk

STOCK CODE
0329

Corporate Information

BB
BE « BERGFEITT

AR ER

Cricket Square, Hutchins Drive
P.O. Box 268l

Grand Cayman KY -1 111

Cayman Islands

hEARKANE
EBRAITRE(EE])
BRMEERRTEEEMY
0

BLAVHEREIR
BEARE6E32E305F

RHBFETARE

NAEEH

Royal Bank of Canada Trust Company (Cayman) Limited

4th Floor, Royal Bank House
24 Shedden Road, George Town
Grand Cayman KYI-1110

Cayman Islands

EBROBFELZIE
BEFREBESEDARAA
BB

SRAER 1835
ARMBLITI2-1716F

FEARRIT

RNAR
BELBEERTARAT
WA -

BBl R IRAT

B ERMRER DT

# 5

www.dragonite.com.hk

gkt
0329

2EEBRERQA

2014 & ¥

3



4

Chairman’s Statement and Management Discussion and Analysis

TREREREEBTWED N

On behalf of the board of directors (the “Board") of Dragonite International Limited (the
“Company”), | hereby present the audited results of the Company and its subsidiaries
(collectively the “Group") for the year ended 31 December 2014 (the “Year").

BUSINESS REVIEW

The Group recorded an audited consolidated net profit of approximately HK$32 1,665,000
for the Year (2013: approximately HK$568,164,000) which was mainly attributable to
both the net realized and unrealized gain of approximately HK$451,999,000 (2013:
approximately HK$169,772,000) on change in fair value of financial assets at fair value
through profit or loss (“FAFVPL"). Turnover from the continuing operations of the Group
for the Year was approximately HK$493,510,000 (2013: approximately HK$192,282,000
(restated)), representing an increase of approximately 156.7%. The net asset value of
the Group decreased from approximately HK$985,874,000 as at 31 December 2013 to
approximately HK$822,582,000 as at 3|1 December 2014, representing a 16.6% decrease,
mainly due to an interim dividend of approximately HK$476,888,000 paid in September
2014.

Health Care Products

Turnover generated from both the ginseng products and “Rainbow” store for the Year
amounted to approximately HK$2,716,000 (2013: approximately HK$762,000 for ginseng
product). During the Year, the Group revamped the ginseng products and refined the
packaging of its flagship product, Chenlong Baoling Longevity Ginseng. In 2014, the Group
re-launched the ginseng products in cities within Zhejiang province in the PRC to capture
the peak season in the fourth quarter. Moreover, the retail store “Rainbow’" selling wide
range of pharmaceutical, health care and personal care products as well as wines also
enhanced the turnover. The loss of approximately HK$15,481,000 (2013: approximately
HK$2,553,000) recorded for the Year in this business segment was mainly due to the

promotion expenses incurred for ginseng products.
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Chairman’s Statement and Management Discussion and Analysis

Pharmaceutical Products
During the Year, majority of the sales of pharmaceutical products was contributed by two
key products, Azithromycin Granules (II) ( [ P Z@ZEFEHFL (Il) | ) and Rosiglitazone
Hydrochloride Capsules ([ 28 E& 7)#% 51| B %

pharmaceutical products for the Year was stable and its turnover for the Year was

1). The sales performance of

approximately HK$20,296,000, representing an increase of 4.4% from approximately
HK$19,433,000 as compared with previous financial year. The segment profit for the Year
slightly increased to approximately HK$2,136,000 (2013: approximately HK$1,606,000).

Securities Trading and Investments

During 2014, the market interest rate remained static at low level. The Group continued
to invest its surplus cash in securities market with an aim to capture future appreciation of
share price and as a treasury function. Market value of the Group's securities portfolio was
appreciated and the net unrealized gain on the change in fair value of FAFVPL for the Year
amounted to approximately HK$9 1,000,000 (2013: approximately HK$148,378,000). The
net realized gain from its securities trading and investments during the Year amounted to

approximately HK$360,999,000 (201 3: approximately HK$21,394,000).

Other investments

During the Year, the Group subscribed new shares of two unlisted investment holding
companies for approximately 2.5% shareholding interest and approximately 4.7%
shareholding interest at the subscription price of approximately HK$137.5 million and
approximately HK$156.8 million respectively. Both companies are incorporated in the
Cayman Islands with limited liability and principally engaged in securities trading and
investments, provision of financial services and investment holding. Such unlisted securities

investments were included in available-for-sale investments for the Year.
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Chairman’s Statement and Management Discussion and Analysis

TREREREEBTWED N

Property Investment

Prior to the completion of the disposal (the “Disposal”) of the entire issued share capital
of and the shareholder’s loan to Central Town Limited and its subsidiaries (the “Central
Town Group") in May 2014, the Group owned the premises (the “Investment Property”)
situated at the Basement of China United Centre, located at 28 Marble Road, North
Point, Hong Kong. The Investment Property was leased out to generate rental income
and the Group recorded a segment turnover of HK$2,050,000 for the Year (2013:
HK$4,920,000). Following the Disposal, the Group has no longer owned the Investment

Property and property investment has become a discontinued operation of the Group.

Money Lending

During the Year, the Group continued to utilize part of its surplus cash to provide short-
term financing to individual borrowers. During the Year, interest income generated from
money lending business amounted to approximately HK$7,528,000 (2013: approximately
HK$1,660,000), representing an increase of approximately 353.5%. Loan receivables
increased from approximately HK$90,474,000 as at 31 December 2013 to approximately
HK$ 137,497,000 as at 31 December 2014.

Wine Trading

During the Year, the Group set up a wholly owned subsidiary to engage in wine trading
business. Such start-up has entered into respective distribution agreements with six wine
suppliers, all of which are chateau located in Bordeaux, France and has also entered into
two agency agreements with two corporate clients, one from Taiwan and the other one
from China. The Group aims to focus on the PRC (including Hong Kong and Taiwan)
market and also to capture the demand of corporate clients who purchase wines in
relatively large quantities. Since the third quarter of 2014, the Group has commenced
selling wine products and the Group recorded turmover from wine trading business in an
amount of approximately HK$10,260,000 for the Year (2013: HK$NIl). Profit attributable
to this business segment amounted to HK$ 1,470,000 for the Year (2013: HK$NIl).
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Chairman’s Statement and Management Discussion and Analysis

LIQUIDITY, FINANCIAL ANALYSIS AND CAPITAL STRUCTURE

As at 31 December 2014, the Group did not have any secured bank borrowings (3|
December 2013: Nil). Gearing ratio of the Group remained zero for both years. Cash
and bank balances amounted to approximately HK$83,697,000 (31 December 2013:
approximately HK$37,614,000) and total assets were approximately HK$9 11,932,000 (31
December 201 3: approximately HK$1,083,451,000) as at 31 December 2014. Net current
assets of the Group on the same date amounted to approximately HK$510,931,000 (31
December 2013: approximately HK$748,836,000). As at 31 December 2014, inventories
amounted to approximately HK$21,019,000, representing an increase of approximately
HK$ 16,130,000 compared with the amount as at 31 December 2013. The Group had no

material capital commitment as at 31 December 2014.

On 17 September 2014, the Company issued a total of 847,799,936 bonus shares of

HK$0.01 each on the basis of four bonus shares for every share of the Company.

As at 31 December 2014, the issued share capital of the Company was 1,059,749,920
shares of HK$0.0! each.

FOREIGN EXCHANGE RISKS

The Group's operations conducted in the PRC are mainly settled in Renminbi while wine
trading billings are mainly settled in Euro. However, securities trading and investments,
money lending, and property investment are conducted in Hong Kong Dollar. Therefore,
the Group is only exposed to fluctuations in foreign exchange rate to a certain extent.
Currently, the Group has no formal hedging policies in place. The Group has not entered
into any foreign currency exchange contracts or derivatives to hedge against the Group's

currency risks.
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Chairman’s Statement and Management Discussion and Analysis

TREREREEBTWED N

PROSPECTS FOR THE YEAR 2015 AND DEVELOPMENT PLAN

Facing the competition from imported goods, the Group aims to maintain the present
market share of its pharmaceuticals products in the PRC for Year 2015 and continues to
exercise efficient control over production costs and quality. It is expected that the sales
performance of Chenlong Baoling Longevity Ginseng products may improve in future as
the Group has enhanced its sales network in Zhejiang province by signing distribution
agreements with a number of shops and stores there. The Group will evaluate and if
feasible, will allocate more resources on marketing promotion of ginseng products in the
PRC.

In view of the increasing demand from the PRC market, the Group believes that sales
performance of wine trading will grow in the future. On the other hand, the Group will
explore and appraise the opportunities in wine investments and/or chateau investments
as strategic developments of the Group. In addition, the Group has switched its focus
from selling health care products to wines in its retail store in order to broaden its income

stream and to gain more retail experience of wine products in local market.

Apart from the existing core businesses, the Group intends to identify new investment
opportunities and principal business. The Board will continue to explore new projects so
as to diversify the business of the Group and to achieve better return in future. In addition,
the Group will continue to appraise both the long term and short term investments in the

capital market if and when opportunities arise.

DETAILS OF MATERIAL ACQUISITION AND DISPOSAL OF SUBSIDIARIES
On 9 January 2014, the Group acquired from an independent third party the entire
interest of King Delight Holdings Limited which holds 100% equity interest of Rainbow
Pharmacy Co,, Limited (“Rainbow"), a limited company incorporated in Hong Kong, at
a cash consideration of HK$800,000. Rainbow was principally engaged in operation of a

western pharmacy in Hong Kong.

On 14 May 2014, the Group completed the disposal of the entire issued share capital of
and shareholder’s loan to Central Town Group at the consideration of HK$140,000,000.

On 24 July 2014, the Group acquired from an independent third party the entire issued
share capital of Ample Spring International Limited at the consideration of HK$23.5 million
for an available-for-sale investment and which was subsequently sold for the consideration
of HK$11.25 million.

DRAGONITE INTERNATIONAL LIMITED
2014 Annual Report

“E-LFRERBRTE
EHRBEADEROBT  A£ER-2—F
FMERARBERTEBERNRAEMSE
BR WHREEREEXARME - ARASE
EERENIASMAERERE D HEHE
POIGEE S iHE B - BHRERKZ2ERD
WEXRBBRBEISE - AEEBTHEL (M0
T AERELZERRPEMALERTHIER
T

ERFEMERRIGEN AEERAEE
BEENHERRARBEMER - 57
H AEEESRUAREHERERRE
HRERE  MMERAKEMORMITER - It
o RIFEWRARR KR A3 5 00 8 &8
EmTELR  AGETERENERHEE
mCHRRERERBEE o

BRREZLEBN  AEEFENMEHREARD
BMRETEXRY EFSBBESIHAE - %
SEXBEAZLEL INARFRESE
B s AEBREEERS HREFEE
Amis EORALEHRE -

EXARBRHENB L RFE
R-ZE-MNE—-ANB XEENRER
(8000008 LM —RBUE =T REFE
Rainbow Pharmacy Co., Limited([Rainbow])(—
AERBEMKINBRAA) 2 LR King
Delight Holdings Limited 2 2 #0425 © Rainbow
ITRAEBBUSHEERLE -

R-Z-—NMERATIE  KEEATKURE
140,000,000 78 7T & Central Town£E2 52
BOIBRARBRREN

RZZE—ME+AZ+HEA AEENURE
23500000 LM — 2 BLE = A KBHRE
BRERLAIZHEBTRAERTHLEER
B HEHURE 12500008 THE -



Chairman’s Statement and Management Discussion and Analysis

On 30 September 2014, the Group disposed of Tre 29 Holding Corporation and its
subsidiaries to an independent third party at the consideration of HK$5,000,000 to

streamline the corporate structure of the Group.

DIVIDEND

An interim dividend of approximately HK$476,888,000, representing HK$2.25 per share
then held was paid on | September 2014. The directors do not recommend the payment
of a final dividend for the Year (2013: Nil).

PLEDGE OF ASSETS

At 31 December 2014, margin facilities of approximately HK$121,810,000 (31 December
2013: approximately HK$280,964,000) from regulated securities brokers were granted
to the Group which were secured by the Group's FAFVPL with the carrying amount of
approximately HK$266,528,000 (31 December 2013: approximately HK$599,317,000).

CONTINGENT LIABILITIES

As at 31 December 2014, the Group was subject to a claim of approximately US$3
million from an external financial advisor in relation to the dispute as to the financial
advisory service engaged for the disposal of Assets. The Group terminated the agreement
with such external financial advisor before the disposal of Assets and the external financial
advisor claimed against the Group for the minimum payment plus reimbursement of
approximately US$3 million. No legal action has been taken against the Group and the
directors of the Company are of the opinion that the Group shall have a valid and good

defence against such claim. In view of this, there is no provision provided for the Year.

EMPLOYEE POLICY
As at 31 December 2014, the Group employed approximately |07 employees in the PRC
and Hong Kong. Employee remuneration package is determined by their performance,

experience, role, duties and responsibilities of the Group.
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Chairman’s Statement and Management Discussion and Analysis
ITRERBEREERENWEDN
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The board of directors (the “Board") of Dragonite International Limited (the “Company”)
is committed to maintaining and ensuring a high standard of corporate govemance. The
Board takes the view that a high standard of corporate governance lays down a solid
foundation for enhancing a high degree of accountability and transparency, maintaining
sound and effective internal control, improving the performance of the Group and

safeguarding the interests of the shareholders of the Company.

The Board has adopted the code provisions set out in the Corporate Governance Code
(the “Code") as contained in Appendix 14 to Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”). During the year ended
31 December 2014 (the “Year"), the Company has complied with the Code except the
deviations from code provisions A4.1 and A.6.7 of the Code. The Board will continue to
review and recommend such steps as appropriate in a timely manner in order to comply

with the requirements of the Code.

THE BOARD

As at 31 December 2014, the Board comprised of Mr. Lee Kien Leong (Chairman), Ms.
Chan Mee Sze (Managing Director and Chief Executive Officer) and Mr. Lam Suk Ping
as Executive Directors; and Mr. Lam Man Sum, Albert, Mr. Ho Tat Fun, Mr. Chang Tat
Joel and Mr. Wong Stacey Martin as Independent Non-Executive Directors. Mr. Wong
Yin Sen resigned as Chairman and Executive Director and Mr. Liu Kwong Sang resigned
as Independent Non-Executive Director both with effect from 25 September 2014. On
2 September 2014, Mr. Hon Lik and Mr. Chung Yuk Lun resigned as Non-Executive
Director and Independent Non-Executive Director respectively. Mr. Ho Tak Fun resigned

as Independent Non-Executive Director with effect from 30 January 2015.

The biographies of the Directors are set out in pages 25 to 26. The composition of Board

members demonstrates a diversity of skills, expertise, experience and qualifications.

To the best of knowledge of the Company, save for the interests in the shares of the
Company held by Absolute Target Limited, a corporation which is controlled as to
46.25%, 42.5% and 11.25% by Mr. Wong Yin Sen, Mr. Hon Lik and Mr. Wong Hei Lin
respectively, there is no financial, business, family or other material/relevant relationship

between the Directors during the Year.

Corporate Governance Report
TEERHRE

S2EBEBEARA TU$“ED%$@U§$
ENBNRERBREKEZCEER -
§$Ewﬁmmﬁ2¢¥am%ﬁ;ﬁﬂ
Fmﬁﬁﬁiﬁﬁgw'ﬁ?—@ﬁﬁmmﬁ
B UHREASERARREADAREZ
Fllz o

)

EZCDRMBRBMARIMBERAAES L
MR ETRANETOERH2LEE
ATRTTA]) RBE-T-NF+ A
ZT-HEFE(AFE])  KREEETT
Al ETAEALERACTER - EFE
REBESRYMEZEESRE - NEBTTR
BE °

%%ﬁ
R-F-ME+-A=t—H EZ2BEH
ﬁé%i&ﬁ%&@ﬁﬂ‘ﬁ%mﬁﬂii
BEERITRAH) RMRFRE - URBYL
FRTESMEREE  AESELE  §Ed
FREREEWSLE EF&%&%EEF%&
TEE URBEEARERTBUIFNG
£ B-F-NFAA-THHEER W‘
T-NFEAA-R BAREREERELED
BIBHERMTES B FTES - [R5
FAERTBUFNTES BE-F-RHF—A
=tHREER -

EEVEFERENELENT - EFFEHK
EMBERBRESSATRER BENH -
IKERTIEE o

BARFIFTRA - Brel Absolute Target Limited
(ATEREAE  BHEARTFFREDAIE
H146.25% ~ 42.5% F 11.25% M AR B EADE
R ERIN RAEE  SEZ2BWEEMH
B %55 RBHEMEX HBEE -

L2EBEBRERAA
2014 F

11



12

Corporate Governance Report
TEERRSE

The Board is responsible for the overall strategic development of the Company and its
subsidiaries (collectively the “Group”) and is also responsible for the financial performance,
internal control policies and business operations of the Group. The daily operations of the
Group are delegated to the Group management. All Directors are provided with updated
information relating to corporate governance and regulatory matters. During the Year, all
Directors had been provided with monthly management updates giving a balanced and
understandable assessment of the Company's performance, position and prospects to

enable the Directors to discharge their duties under the Listing Rules.

The Board is responsible for performing corporate governance functions with written

terms of reference. The primary duties are:

I. To develop and review the Company’s policies and practices on corporate

governance.

2. To review and monitor the training and continuous professional development of

Directors and senior management.

3. To review and monitor the Company's policies and practices on compliance with

legal and regulatory requirements.

4. To develop, review and monitor the code of conduct applicable to employees and
Directors.
5. To review the Company's compliance with code and disclosure in the corporate

governance report.

BOARD MEETINGS

The Executive Directors meet on a regular basis to discuss the ordinary business of the
Company. Board meetings are held to discuss the overall development, operation, financial
performance, interim results, annual results and other business of the Company that
requires approval from the Board. Reasonable notice has been given to Board members
to give them an opportunity to attend. All Board members are provided relevant
documentation covering the subject matter of the board meetings. Board members
are also provided with sufficient information in a timely manner to review and consider
matters to be discussed at Board meetings. The Company utilizes telephone conferencing

for Directors who are not able to attend in person.
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During the Year, the Board held 18 board meetings. The following table shows the RAFER EXQCRTISREZEEH -

attendance of Directors at board meetings during the Year:

TRIFAFENEZTHREESTEEENGE

W

Name of Directors Attendance
EEpE HESRRY
Executive Directors iTES
Lee Kien Leong (Chairman) (appointed as Executive Director ZRE(EE)R_FE-—WFENA-HEZF

on 2 September 2014 and appointed as Chairman BRITEERR-_FE—ENA=1HH

on 25 September 2014) BZHBFE) 4/4
Chan Mee Sze (Managing Director & Chief Executive Officer) BRERB(EFHLERTHARZ) 18/18
Lam Suk Ping MR 18/18
Wong Yin Sen (resigned on 25 September 2014) IERR=F-—MENA=THAFT) [1/15
Non-executive Director kHTES
Hon Lik (resigned on 2 September 2014) BNR-ZF—[FEN[=HFE) 7/14
Independent Non-executive Directors BUFHTES
Lam Man Sum, Albert WER 14/18
Chang Tat Joel (appointed on 2 September 2014) HERR—FE—HENH—HEZIT) 414
Wong Stacey Martin (appointed on 2 September 2014) BRAKR=F-—HENA=HEZE) 4/4
Ho Tak Fun (resigned on 30 January 2015) MER R =F—RF—H=1THFF) 13/18
Liu Kwong Sang (resigned on 25 September 2014) BEER-_F-MENA—1THHAFT) L1715
Chung Yuk Lun (resigned on 2 September 2014) EEB(R=F—WENA=AFHT) 7114

During the Year, all Directors discharged their duties in a dedicated, diligent and proactive REAEER  2BEZRUABEEZAHNIE
manner with reasonable prudence. They have executed their duties in accordance with h EBERTIHETHE BESEBEER
statutory requirements, the articles of association of the Company (the “Articles of &+ AN\ A& S MA([ALERAA ) K
Association”) and the Listing Rules. All Directors have exercised due care in monitoring THHAHTHEE  2RBRESEEEEAANT
corporate matters of the Company and provided sufficient time and attention to all HOEER  TRATKEREE B IAE

significant issues of Group.

B —EAFE -
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DIRECTORS’ CONTINUOUS PROFESSIONAL DEVELOPMENT
The Directors are encouraged to enroll in professional development courses and
programs so that they can continuously update and refresh their knowledge and skills. The

training received by each Director is set out below:

ESCREERRRE
%%i%%‘fﬁb%mﬁiﬁﬁﬁé%ﬁ&@r%ﬂ ERE

NETE AT R EEEABNGE - SEFHE
EJH%WZW :

Corporate
Governance/ Accounting/
Updates on Financial/

Laws, Rules &  Management or

Regulations Other

#%3% Professional Skills

;fé CHRAIR &%/ BB
Directors 1B EEHHM
= RHER C ¢ 3537
Executive Directors HTES
Lee Kien Leong (appointed on 2 September 20/4) e (R=F—WENA-AEZE) — \
Chan Mee Sze e V \
Lam Suk Ping MR V —
Wong Ying Sen (resigned on 25 September 20/4) IER(R-FE—HFENA=1 L EHFE) — —
Non-executive Director FHITER
Hon Lik (resigned on 2 September 20/4) BNEE(R-FE—MFENAZAFIT) — \
Independent Non-executive Directors BUFHTES
Lam Man Sum, Albert MR \ \
Chang Tat Joel (appointed on 2 September 2014) BB (R_F-AFNA_—HEZHE) - -
Wong Stacey Martin (appointed on 2 September 2014) ZEHM(R=F—HFENA=HEZ(F) \ \
Ho Tak Fun (resigned on 30 January 2015) MESR-FE-HAF—H=1HFT) — \
Liu Kwong Sang (resjgned on 25 September 2014) BEY (R-_F-HFAA_1THHFE) V \
Chung Yuk Lun (resigned on 2 September 2014) EEM(R-_F—[FAH_HFET) - \
DIRECTORS’ SECURITIES TRANSACTIONS EEVEERS

The Company has adopted the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) as set out in Appendix |0 of the Listing Rules.
Following enquiries with the Directors, the Company has received confirmation from each
of the Directors confirming that he or she has complied with the required standard of

dealings set out in the Model Code for the Year.
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SEGREGATION OF DUTIES

Chairman and Managing Director positions are held by separate individuals with a view to
maintain an effective segregation of duties in respect of the management of the Board and
the day-to-day management of the Group's business. The Chairman is responsible for the
management of the Board and the strategic developments of the Group. The Managing

Director is responsible for the Group's day-to-day management.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The Independent Non-Executive Directors bring independent judgment to the
Board. Each Independent Non-Executive Director sent a written confirmation of their
independence pursuant to Rule 3.13 of the Listing Rules to the Company. Based on these
confirmations, the Board considers that all Independent Non-Executive Directors have

met the qualifications of Rule 3.13 of the Listing Rules for the Year.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

Directors are appointed in accordance with their qualifications and experience to ensure
they are capable to perform their duties and protect the interests of the stakeholders.
Every newly appointed Director receives a comprehensive and formal introduction to
ensure that he/she has an understanding of the Group's business and operation, his/
her responsibilities and obligations under the Listing Rules and relevant regulatory

requirements, and the Model Code.

Article A4.1 of the Code stipulates that non-executive directors shall be appointed for a
specific term and be subject to re-election. Save as the appointments of Mr. Chang Tat
Joel and Mr. Wong Stacey Martin as Independent Non-executive Directors for a term of
3 years, the Non-Executive Director and Independent Non-Executive Directors of the
Company have not appointed for a specific term of office, which constitutes a deviation
from A4.1 of the Code. However, the Non-Executive Director and all Independent Non-
Executive Directors are subject to retirement by rotation at the Annual General Meeting
of the Company in accordance with the Articles of Association. The Board therefore
considers that sufficient measures have been taken to ensure that the Company's

corporate governance practices are no less exacting than those of the Code.
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According to the provisions of the Articles of Association and the Listing Rules, any
Director appointed by the Board to fill a casual vacancy shall hold office until the next
following general meeting of the Company, and in the case of an addition to the existing
Board, until the next following Annual General Meeting of the Company. Furthermore,
each Director, including those appointed for a specific term or holding office as Chairman
and/or Managing Director, are subject to retirement by rotation at least once every three

years.

NOMINATION OF DIRECTORS

In March 2012, the Company established the nomination committee which is responsible
for the selection of individuals nominated as Director. The Board considers the
experience, qualification, general market conditions and composition of the Board in

selecting and recommending candidates as Directors of the Company.

Detailed information relating to educational, professional qualifications and relevant work
experience are provided at the board meeting to approve the proposed appointment of
new Directors. The criteria for selecting Directors are mainly based on the candidate’s

qualifications, experience, professional knowledge, ethics and integrity.

BOARD DIVERSITY POLICY

The Board has adopted the Board Diversity Policy pursuant to which the Board considers
a number of aspects, including but not limited to gender, age, culture and educational
background, ethnicity, professional experience, skills, knowledge and length of services
in designing the Board's composition. The ultimate decision will be based on merit
and contribution that the selected candidates will bring to the Board. The Nomination
Committee will review the Board Diversity Policy, as appropriate, to ensure its

effectiveness and to monitor the implementation of the Board Diversity Policy.

REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

In determining the remuneration of Directors and senior management, the Company
took into account (i) prevailing market conditions; (i) time commitment requirements;
(i) duties and responsibilities; (iv) contribution to the Group; (v) qualifications and (vi)
experience, to ensure sufficient remuneration levels to attract and retain high caliber

personnel without paying excessively.
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THE COMMITTEES

Audit Committee

The audit committee of the Company (the “Audit Committee”) was established in 200
and the Company adopted written terms of reference for the Audit Committee. In March
2012, the Board adopted a set of revised terms of reference of the Audit Committee.
During the Year and up to the date of this report, the Audit Committee comprised of the

following Independent Non-Executive Directors:

Mr. Chang Tat Joel (Chairman, appointed on 2 September 2014)

Mr. Lam Man Sum, Albert

Mr. Wong Stacey Martin (appointed on 2 September 20/4)
Mr. Ho Tak Fun (resigned on 30 January 2015)

Mr. Liu Kwong Sang (resigned on 25 September 2014)

Mr. Chung Yuk Lun (resigned on 2 September 2014)

The primary duties of the Audit Committee include, among other things, review and
supervision of the financial reporting process and the Company's internal control policies
and procedures. The Audit Committee also acts as the communication bridge between
the Board and the external auditors in relation to the planning and scope of audit work.
The appointment of members to the Audit Committee was based on members' breadth
of experience in various commercial sectors and professional knowledge of financial

reporting and general management.

During the Year, the Audit Committee held four meetings to review interim and annual
results of the Group and internal control issues as well as to discuss the composition of

the Audit Committee. The attendance records of the meetings are shown below.
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Remuneration Committee

The remuneration committee of the Company (the “Remuneration Committee”)
was established in 2005. In March 2012, the Board adopted a set of revised terms of
reference of the Remuneration Committee which included changes in line with the
new requirements of the Code. During the Year and up to the date of this report, the
Remuneration Committee comprised of the following Independent Non-Executive

Directors:

Mr. Chang Tat Joel (Chairman, appointed on 2 September 2014)

Mr. Lam Man Sum, Albert

Mr. Wong Stacey Martin (appointed on 2 September 20/4)
Mr. Ho Tak Fun (resigned on 30 January 2015)

Mr. Liu Kwong Sang (resigned on 25 September 20/4)

Mr. Chung Yuk Lun (resigned on 2 September 2014)

The primary duties of the Remuneration Committee include, among other things,
determining the policy for the remuneration of Executive Directors, assessing performance
of Executive Directors and approving the terms of Executive Directors’ service contracts.
The Remuneration Committee review and approve the management's remuneration
proposals with reference to the Board's corporate goals and objectives to make
recommendations to the Board on the remuneration packages of individual executive

Directors and senior management.

During the Year, the Remuneration Committee held five meetings to review and
recommend the remunerations of the Directors and also to propose the remunerations

for the newly appointed Directors. The attendance record of the meeting is shown below.

Nomination Committee
The Company established a nomination committee (the “Nomination Committee”) in
March 2012 with written terms of reference. During the Year and up to the date of this

report, the Nomination Committee comprised of the following Directors:

Mr. Lam Man Sum, Albert (Chairman)

Ms. Chan Mee Sze

Mr. Chang Tat Joel (appointed on 2 September 2014)

Mr. Wong Stacey Martin (appointed on 2 September 20/4)
Mr. Ho Tak Fun (resigned on 30 January 2015)

Mr. Liu Kwong Sang (resigned on 25 September 2014)

Mr. Chung Yuk Lun (resigned on 2 September 2014)
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The primary duties of the Nomination Committee include (i) reviewing the structure, size
and composition of the Board; (ii) selection of individuals nominated for directorships;
(iii) assess the independence of Independent Non-Executive Directors; and (iv) make

recommendations to the Board.

During the Year, the Nomination Committee held three meetings to (i) review the
structure, size, composition and diversity of the Board, including the mix of skills,
competence and experience of the directors; (i) nominate Mr. Lee Kien Leong, Mr. Chang
Tat Joel and Mr. Wong Stacey Martin as Directors; (iii) propose the appointment of Mr.
Lee Kien Leong as Chairman of the Company upon the resignation of Mr. Wong Yin
Sen and (iv) review the independence of the Independent Non-executive Directors. The

attendance record of the meetings is shown below.

Attendance Record

The following table shows the attendance of Directors at meetings of the Audit
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Attendance
HEER
Audit ~ Remuneration Nomination
Name of Directors Committee Committee Committee
EEpE EREES FHEES REZES
Lam Man Sum, Albert MRER 4/4 5/5 313
Chang Tat Joel i)
(appointed on 2 September 2014) (R=ZF—PFNA—HEZF) /1 2 I/1
Wong Stacey Martin EEB
(appointed on 2 September 2014) (RZF—MFNA_—HEZT) /1 212 /1
Chan Mee Sze RER N/A N/A 33
i Nl
Ho Tak Fun fajfm %
(resigned on 30 January 2015) (R=ZF—RF—A=1HEHT) 4/4 5/5 33
Chung Yuk Lun ERB
(resigned on 2 September 2014) (RZFE—MFENHA—HEFHE) 3/3 3/3 22
Liu Kwong Sang ZEY
(resigned on 25 September 2014) (RZE—FENA =+ HAFFT) 33 313 22
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INVESTOR RELATIONS AND COMMUNICATIONS

Company general meetings are valuable platform to allow the Board to communicate with
shareholders and answer questions regarding proposed resolutions. Individual resolutions
were stipulated at general meetings for each substantial issue and Board members are
available to answer questions raised by shareholders. The attendance of each Director at

the general meetings of the Company for the Year is set out below:

REEBEREE

EREHEIFEAED

AREBRAGREEZYE
BRRBBROEEEMERR
RAEGHEEABBEIEEAIR
ERR M RE

REFEH

BERNFEE - I

AR MES

ERAFREHEARABRAGNEREFI 1

T

Name of Directors Attendance
ExEE HEER
Executive Directors HITES
Lee Kien Leong (Chairman, appointed as Executive Director TR (£F R-ZE-WFAAZH

on 2 September 2014 and appointed as Chairman on BZARHTEERR-_E—WFAA—THHA N/A

25 September 2014) BEIRTE) TiE M
Chan Mee Sze (Managing Director & Chief Executive Officer) RER(BEFGMLIEHRITHAEH) 212
Lam Suk Ping MRF 22
Wong Yin Sen (resigned on 25 September 2014) FERKR-FE-—HENA=1THAFL) 12
Non-executive Director FHTES
Hon Lik (resjgned on 2 September 2014) Bh (RZFE—WENA=HAFF) 02
Independent Non-executive Directors VUHHTES
Lam Man Sum, Albert MRER 212
Chang Tat Joel (appointed on 2 September 2014) EER (R-F—MFENA-AEZF) N/A

TE
Wong Stacey Martin (appointed on 2 September 2014) wEH (R-F—HFENLA_AEZE) N/A
TEH

Ho Tak Fun (resigned on 30 January 2015) @y (R-ZF—AF—H=1HFIT) 212
Liu Kwong Sang (resigned on 25 September 2014) BEEY (ﬁ(\:g DHESH 1 HAFE) 22
Chung Yuk Lun (resigned on 2 September 20/4) EEB (R-ZF—MFENAZAFT) 212

RETAE AT ZTANRK - 2EBBIUIFNT
EERFVTESRLRARARRAS I
HEREAATFEN TR BHREDHNZ
Z-MERARAR-Z-RFEAA-B B
AREEMEERELEARARRBEFAEG
RERERAE

Under the code provision of A.6.7 of the Code, all independent non-executive directors
and non-executive director should attend general meetings of the Company and develop
a balanced understanding of shareholders’ view. For both the Annual General Meeting
held on 6 June 2014 and the Extraordinary General Meeting held on | September 2014,

Mr. Hon Lik was unable to attend due to other business engagements.
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In March 2012, the Board adopted a Shareholder's Communication Policy aiming to
provide Shareholders and potential investors with ready and timely access to balanced and
understandable information of the Company. Information of the Group was disseminated

to Shareholders and investors as follows:

N Delivery of interim reports and annual reports to all shareholders of the Company

and other interested parties;

®  Announce interim results and annual results on the Stock Exchange's website and
the Company's website; and issue and publication of other announcements and
shareholders’ circulars in accordance with the continuing disclosure obligation under

the Listing Rules; and

N Inside Information is disclosed to the public by way of announcement as required
by the Listing Rules and pursuant to Inside Information Provisions under Part XIVA

of the Securities and Futures Ordinance.

Procedures for directing shareholders’ enquiries to the Board

Shareholders may direct enquiries to the Board at any time. Such enquiries can be
addressed to the Company Secretary by mail to the Company's principal office in Hong
Kong at Suite 3205, 32/F, Tower 6, The Gateway, 9 Canton Road, Tsim Sha Tsui,

Kowloon, Hong Kong.

SHAREHOLDERS’ RIGHTS

Procedures for shareholders to convene an Extraordinary General Meeting and putting
forward proposals at shareholders’ meetings

There are no provisions allowing shareholders to propose new resolutions at general
meetings under the Cayman Islands Companies Law or the Articles of Association.
Shareholders who wish to move a resolution may request the Company to convene an

Extraordinary General Meeting following the procedures set out below.
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Pursuant 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 of the
Company, to require an Extraordinary General Meeting to be called by the Board for the

transaction of any business specified in such requisition.

If the requisition is in order, then the 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.

Procedures for proposing a person for election as a Director
Procedures for proposing a person for election as a Director, please refer to the

procedures available on the Company's website at www.dragonite.com.hk.

ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibilities for overseeing the preparation of the
financial statements of the Group and believe these statements give a true and fair view
of the Group's affairs and its results. The Directors are also responsible for the timely
publication of financial statements of the Group and to ensure they are prepared in
accordance with statutory requirements and applicable financial reporting standards.
The Directors are also committed to making appropriate announcements in accordance
with the requirements of the Listing Rules, and to disclose all information necessary for
shareholders of the Company to assess the financial performance and other aspects of the

Company.
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Deloitte Touche Tohmatsu was appointed as the external auditor of the Group for the
Year and will continue as such until the forthcoming Annual General Meeting of the
Company. The annual consolidated financial statements of the Group for the Year have
been audited by Deloitte Touche Tohmatsu. The auditors' responsibilities for the Group's
financial statements are set out in the Independent Auditor's Report on pages 34 to 35 of

the Company's 2014 Annual Report.

The Audit Committee is responsible for evaluating the external auditors of the Group,

including but not limited to their independence and objectivity.

The fees of the external auditors of the Group for audit services amounted to
HK$ 1,750,000 and for non-audit services amounted to approximately HK$781,500 for the

Year.

INTERNAL CONTROL

The Board is responsible to ensure that an adequate system of internal control is
maintained within the Group, and to review its effectiveness through the Audit
Committee. The internal control systems are designed to meet the Group's particular
needs and the risks to which it is exposed, and by their nature can only provide
reasonable, but not absolute assurance against misstatement or loss and to manage,
but not to eliminate, risks of failure in achieving the Group's objectives. Practicable and
effective control systems and procedures have been implemented by the Group to
enhance internal control in an ongoing basis. The Board, through the Audit Committee,
has conducted reviews of the effectiveness and the adequacy of the Group's system of

internal control,

During the Year, based on the evaluations made by the Audit Committee, the Board
was satisfied that nothing has come to its attention to cause the Board to believe that
the system of internal control is inadequate; and there is an ongoing process to identify,

evaluate and manage significant risks encountered by the Group.
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TEERRE

GOING CONCERN

The Directors confirm that, to the best of their knowledge, information and belief and
having made all reasonable enquiries, they are not aware of any material uncertainties
relating to events or conditions that may cause significant doubt upon the Company's
ability to continue as a going concem. The Board therefore continues to adopt the going

concern approach in preparing the financial statements for the Year.

On Behalf of the Board

Dragonite International Limited

Chan Mee Sze
Managing Director
Hong Kong, 20 March 2015
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Directors and Senior Management Profile

DIRECTORS

Executive Directors

Mr. Lee Kien Leong, aged 40, is the Chairman and executive Director of the Company.
Mr. Lee is specialized in vineyard management and wines investment and he has over 19
years of experience in hospitality management and wine investment in Asia and France.
Mr. Lee is responsible for the corporate strategies and business developments of the

Group.

Ms. Chan Mee Sze, aged 40, is the Managing Director, Chief Executive Officer and
Company Secretary of the Company. Ms. Chan holds a Bachelor's Degree in Laws from
University of London and a Master's Degree in Business Administration from University of
Dundee. She is also a fellow member of The Hong Kong Institute of Company Secretaries
with Practitioner's Endorsement and a fellow member of The Institute of Chartered
Secretaries and Administrators. She has 15 years of experience in corporate administration

and corporate finance.

Mr. Lam Suk Ping, aged 57, is an executive Director of the Company and he joined the
Group in 201 | to oversee the accounts department. Mr. Lam holds a Master's Degree in
Business Administration from the University of Hull and a Master's Degree in Corporate
Governance from the Open University of Hong Kong. He has over 30 years of experience
in auditing, finance and accounting, investment and business management. Prior to joining
the Group, Mr. Lam was an executive director of Mascotte Holdings Limited, a company
listed on the main board of the Stock Exchange during the period from 7 April 2008 to 27
April 201 1. During 30 June 201 to 20 October 2011, Mr. Lam was also an independent
non-executive director of Eagle Ride Investment Holdings Limited (formerly known as
Radford Capital Investment Limited), a company listed on the main board of the Stock

Exchange.

Independent non-executive Directors

Mr. Lam Man Sum, Albert, aged 59, is an independent non-executive Director of the
Company. He is a fellow member of The Association of Chartered Certified Accountants
and The Hong Kong Institute of Certified Public Accountants and member of the Hong
Kong Securities Institute, Society of Chinese Accountants and Auditors, New Zealand
Institute of Chartered Accountants, Taxation Institute of Hong Kong and Certified Tax
Advisor. Mr. Lam holds a Bachelor's Degree in Arts (Economics) from the University of
Manchester, United Kingdom. He is currently an independent non-executive director of
Junefield Department Store Group Limited, the shares of which are listed on the Stock
Exchange. He was the shareholder and director of Hopkins CPA Limited from 2007 to
2011 and the proprietor of Albert Lam & Co. CPA from 1993 to 2007.

EEREREEAER[N

Ex

HITES

FRELL W0F FARRIFERWTES-
FREFMUEREEEEERAEERE -
BERMNRERNEEEEREEBRENE
FEBIIFERR -FREEAMABARAZE
FRBREBEE -

RXBLL 405 RARAIEEMEE 17
BBHFATNE - RETHERAKREERE
B8 & University of Dundee TEE BT
B - RIABERTUELGERECE
BRFERER  TRBIAWERITHAR
REEREE - RRTRETHREERE
TEBA IS FRE

RRPERE 575 RARANTESE - KR
R —EMARER EEGHH - M4
#58 University of HUl TEEEBE L2 REB
ARARBLEERETEMN - REFAEE
i eRREH  RENEEEELR - MA
AEER MEABTR-_ZTN\FNALAE
“E—FNAZTHERESHESEER
AR(RBZAER LTORRDNRTES -
MEETR-_E——FA=+HE=F——
F+A-TRETENREZERER AR (A
KBERREBEBBRA  RBZMER EHH
RANEBIUIFERITES -

BIYFHTES
MEREE 95 7%$“ﬂﬁﬁ#ﬁﬂﬁ%
£ ?&%ﬁiﬁﬁ’&%éﬁrﬁm“A&ﬁa 25

MAEEREENNELESFSE BEEA
BRI quEﬂi“A‘E\fﬁ)ﬁ%%

SEETMBHED - MAERERE S HITR
RELBEENELEM - F—EEAHBEER
SEERRRAIZBUFRNTESE  ZLAZK
MRBRE LT - FR BB+ FE T ——
EHRAEDEHANSBMERDAZRRER
EE YR NANZFE-STTLFHRAM
EARSHEMEBHMZRE -

ESEEKRBERAA
2014 F

25



26

Directors and Senior Management Profile
EERESREBAEHN

Mr. Chang Tat Joel, aged 46, is an independent non-executive Director of the Company.
Mr. Chang has considerable strategic, financial and advisory experience. He is one of
the founders of AID Partners Capital Limited (“AID Partners”), an Asian-based private
equity investment company established in 2007. He is currently an investment committee
member of AID Partners, and is responsible for its strategic investment planning and
overseeing its investment portfolio. He is also the founder of Genius Link Assets
Management Limited, a diversified investment company with focuses in property, media

and entertainment, and food and agricultural.

Mr. Chang is currently an independent director of China Mobile Games and Entertainment
Group Limited, a company listed on the NASDAQ stock market (NASDAQ: CMGE),
and is an independent non-executive director of Sunlink International Holdings Limited
(Stock Code: 2336), and is an executive director of Crosby Capital Limited (Stock Code:
8088), both companies are listed on the Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). He was formerly an independent non-executive director of Kingsoft
Corporation Limited (Stock Code: 3888), and was an executive director and chief financial
officer of Orange Sky Golden Harvest Entertainment (Holdings) Limited (Stock Code:
[132), both companies are listed on the Stock Exchange. Prior to the establishment of
AID Partners, he was the chief investment officer of Investec Asia Limited and a managing
director of China Everbright Capital Limited and an executive director of BNP Prime
Peregrine Capital Limited. He is also a member of the Australian Society of Certified
Practising Accountants and the Hong Kong Institute of Certified Public Accountants. He

obtained a Bachelor's Degree in Economics from Monash University in 1990.

Mr. Wong Stacey Martin, aged 47, is an independent non-executive Director of the
Company. Mr. Wong holds a Bachelor's Degree of Arts and a Master's Degree of Arts
from University of Cambridge. Mr. Wong has over 20 years of investment banking
experience. Mr. Wong is currently the Chief Operating Officer of CMBC International
Holdings Limited.
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The directors of Dragonite International Limited (the “Company”) present the annual
report and the audited consolidated financial statements for the year ended 31 December
2014 (the “Year").

PRINCIPAL ACTIVITIES
The Company acts as an investment holding company. The principal activities of the
Company's principal subsidiaries are set out in note | to the consolidated financial

statements.

RESULTS AND DIVIDENDS
The results of the Company and its subsidiaries (collectively the “Group™) for the Year are
set out in the consolidated statement of profit or loss and other comprehensive income

on page 36.

An interim dividend of HK$2.25 (2013: Nil) per share totally HK$476,887,464 was paid
on | September 2014. The directors do not recommend the payment of a final dividend

for the Year (2013: Nil).

PROPERTY, PLANT AND EQUIPMENT
Details of movements in the property, plant and equipment of the Group during the Year

are set out in note 16 to the consolidated financial statements.

SHARE CAPITAL
Details of movements during the Year in the Company's share capital are set out in note

30 to the consolidated financial statements.

DISTRIBUTABLE RESERVES OF THE COMPANY
The Company's reserves available for distributions to shareholders as at 31 December
2014 comprised the share premium, contributed surplus plus retained profits with an

aggregate amount of approximately HK$714,626,000 (2013: HK$469,417,000 (restated)).
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DIRECTORS

The directors of the Company during the Year and up to the date of this report were:

Executive Directors:

Mr. Lee Kien Leong
(appointed as Executive Director on 2 September 2014 and
appointed as Chairman on 25 September 2014)

Ms. Chan Mee Sze

Mr. Lam Suk Ping

Mr. Wong Yin Sen
(resigned on 25 September 2014)

Non-executive Director:
Mr. Hon Lik
(resigned on 2 September 2014)

Independent Non-executive Directors:
Mr. Lam Man Sum, Albert
Mr. Chang Tat Joel

(appointed on 2 September 2014)
Mr. Wong Stacey Martin

(appointed on 2 September 2014)
Mr. Ho Tak Fun

(resigned on 30 January 2015)
Mr. Liu Kwong Sang

(resigned on 25 September 2014)
Mr. Chung Yuk Lun

(resigned on 2 September 2014)
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REFARAAGZRARFHK TRESL
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BREFAGEREL -

In accordance with Article 86 of the Company's Articles of Association, Messrs. Lee Kien
Leong, Chang Tat Joel and Wong Stacey Martin shall be eligible for re-election at the

forthcoming annual general meeting.

REARFAGERZARE T RFEE
AWERT BETAERERERRBEFAS
BiEBE

In accordance with Article 87 of the Company's Articles of Association, Mr. Lam Suk Ping
shall be retire and, being eligible, offer himself for re-election at the forthcoming annual

general meeting.
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The appointment of Mr. Lam Man Sum, Albert as an independent non-executive director
has no specific term of office but is subject to retirement by rotation, and being eligible,
offers himself for re-election, in accordance with the Company's Articles of Association.
The appointments of Messrs. Chang Tat Joel and Wong Stacey Martin as the independent
non-executive directors shall commence for a term of three years and they are subject to
retirement by rotation, and being eligible, offer themselves for re-election, in accordance

with the Company's Articles of Association.

DIRECTORS’ SERVICE CONTRACTS
None of the directors proposed for re-election at the forthcoming annual general meeting
has a service contract which is not determinable by the Group within one year without

payment of compensation, other than statutory compensation.

DIRECTORS’ AND CHIEF EXECUTIVE’'S INTERESTS AND SHORT
POSITION IN SHARES AND UNDERLYING SHARES

As at 31 December 2014, so far as is known to the directors, none of the directors
and the chief executive of the Company and their associates had any interests or short
positions in the shares, underlying shares or debentures of the Company or its associated
corporations (within the meaning of Part XV of the Securities and Futures Ordinance
(Chapter 571 of Laws of Hong Kong) (“SFO™)) which were 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 which were required, pursuant to section 352 of the SFO,
to be entered in the register referred to therein or which were required, pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers of the Listing Rules

(“Model Code"), to be notified to the Company and the Stock Exchange.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES OF THE
COMPANY

At no time during the Year was the Company or any of its subsidiaries a party to any
arrangements to enable the directors of the Company to acquire benefits by means of
acquisition of shares in, or debt securities (including debentures) of, the Company or any
associated corporations, and none of the directors of the Company, or their spouses or
children under age of 18, had any right to subscribe for the shares or debt securities of the

Company or had exercised any such right during the Year.
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DIRECTORS’ INTEREST IN CONTRACTS

There was no contract of significance to which the Company, its holding company,
subsidiaries or fellow subsidiaries was a party and in which a director of the Company had
a material interest, whether directly or indirectly, subsisted at the end of the Year or at

any time during the Year.

SUBSTANTIAL SHAREHOLDERS

So far as is known to directors of the Company, as at 3|1 December 2014, the persons or
companies (other than directors or chief executive of the Company) who had interests
or short positions in the shares and underlying shares of the Company which fall to be
disclosed to the Company under Part XV of the SFO, or which were recorded in the
register of substantial shareholders required to be kept by the Company under section

336 of the SFO were as follows:

Long positions in the ordinary shares of the Company as at 31 December 2014:

EERaNzER
RAFERRAFEEMERE  ARF - HE
BRE] - WEARSER R E QARG ER
ERAARREEREPEEAREREBEEAT
HmEARZEREH -

FERR

RARAEERA R_FT-—NF+_A
=t—HB  RARARG REERGHEEA
REFZRPEROEXVERARARRE
FRHARRRREE S R HRHIE 33616
ZHREFECIBRRECMOERIERH
ATERAR(BARAEZRERITHARIN)
o0

RZZ-NME+-B=1+—0  AQALER
MEESINT

Number of Approximate
shares of percentage
Name Capacity the Company of shareholding
=L L FRARHEE RESOEIL
Goldfame Luck Limited Beneficial Owner 301,147,000 28.42%
EREBAA (Note /)
(#riz1)
Li Gen Xiong (Note 2) Interest of controlled corporation 301,147,000 28.42%
IR (ME2) X EERER (Note 1)
(#riz1)

Notes: ot

[ The percentages were calculated based on the Company's issued share capital of
1,059,749,920 Shares as at 31 December 2014.

2. Mr. Li Gen Xiong is the beneficial owner of 100% shareholding in Goldfame Luck Limited
and, therefore, Mr. Li Gen Xiong is deemed to be interested in 301,147,000 Shares held by
Goldfame Luck Limited for the purposes of the SFO.
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Save as disclosed above, as at 31 December 2014, no person, other than the directors of
the Company, whose interests are set out herein this report, had registered an interest or
short position in the shares or underlying shares of the Company that was required to be

recorded pursuant to section 336 of the SFO.

SHARE OPTION SCHEME
A new share option scheme (the “Share Option Scheme”) was adopted by the Company

pursuant to a shareholder’s resolution passed on 17 December 2012.

No options have been granted under the Share Option Scheme since the adoption of the

Share Option Scheme and up to the date of this report.

Details and the movement of the share option scheme of the Company are disclosed in

“Share-based Payments” in note 31 to the consolidated financial statements.

CONVERTIBLE SECURITIES, OPTIONS OR OTHER SIMILAR RIGHTS
Movements in share option scheme during the Year are set out in note 3| to the
consolidated financial statements. The Company has no outstanding convertible securities,

options or similar rights in issue as at 31 December 2014.

BORROWINGS

At no time during the Year the Group had any interest bearing bank borrowings.

RETIREMENT SCHEME

The Group provides a defined contribution retirement scheme under the Mandatory
Provident Fund Scheme (the “Scheme”) in Hong Kong. Under the Scheme, employer
and employees are each required to make contributions to the scheme at 5% of the
employees' relevant income, subject to a cap of monthly relevant income of HK$30,000
(HK$25,000 for the period from January 2014 to May 2014) and a minimum level of

relevant income of HK$7,100 for the employees’ contribution.
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MANAGEMENT CONTRACTS
No contracts concerning the management and administration of the whole or any
substantial part of the business of the Company and the Group was entered into or

existed during the Year.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE DIRECTORS
The Company has received, from each of the independent non-executive directors, an
annual confirmation of his independence pursuant to Rule 3.13 of the Listing Rules. The

Company considers all of the independent non-executive directors are independent.

EMOLUMENT POLICY
The emolument policy of the employees of the Group is set up by the remuneration
committee of the Company (the “Remuneration Committee”) on the basis of their merit,

qualifications and competence.

The emoluments of the directors of the Company are recommended by the
Remuneration Committee, having regard to the Company's operating results, individual
performance, time, commitment, duties and responsibilities, contribution to the Group,

comparable market statistics and prevailing marketing practice and trends.

PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the Company's 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.

MAJOR SUPPLIERS AND CUSTOMERS
During the Year, the largest supplier of the Group by itself and together with the next
four suppliers accounted for about 59.41% and 63.28%, respectively, of the Group's

purchases.

During the Year, the five largest customers of the Group accounted for less than 83% of

the Group's turnover.

At no time during the Year did a director, an associate of a director of a shareholder
of the Company (which to the knowledge of the directors own more than 5% of the

Company's share capital) have an interest in any of the Group's five largest suppliers.
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RELATED PARTY TRANSACTION
The related party transaction set out in note 37 to the consolidated financial statements
did not fall within the definition of connected transaction or continuing connected

transaction under Chapter [4A of the Listing Rules.

DONATION
During the Year, the Group donated HK$ 10,880,000 to support charitable activities.

PURCHASE, SALE OR REDEMPTION OF SECURITIES
During the Year, neither the Company nor any of its subsidiaries had purchased, sold or

redeemed any of the listed securities of the Company.

SUFFICIENCY OF PUBLIC FLOAT
Based on the information that is publicly available to the Company and within the
knowledge of its directors, as at the date of this report, the Company has maintained

sufficient public float as required under the Listing Rules.

AUDITOR

The consolidated financial statements of the Company for each of the three years ended
31 December 2014 were audited by Messrs. Deloitte Touche Tohmatsu. A resolution will
be submitted to the forthcoming annual general meeting of the Company to re-appoint

Messrs. Deloitte Touche Tohmatsu as auditor of the Company.

On behalf of the Board

Dragonite International Limited

Lee Kien Leong

Chairman

20 March 2015
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Independent Auditor’s Report
B A2 B R E

Deloitte.

TO THE SHAREHOLDERS OF DRAGONITE INTERNATIONAL LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Dragonite International Limited
(the “Company™) and its subsidiaries (collectively referred to as the "Group") set out
on pages 36 to |51, which comprise the consolidated statement of financial position
as at 3| December 2014, and the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and a summary of significant accounting

policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation of consolidated
financial statements that give a true and fair view in accordance with Hong Kong Financial
Reporting Standards issued by the Hong Kong Institute of Certified Public Accountants
and the disclosure requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due

to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial statements
based on our audit and to report 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. We conducted our audit in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants. Those standards
require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free

from material misstatement.

DRAGONITE INTERNATIONAL LIMITED
2014 Annual Report
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An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the consolidated financial statements. The procedures selected depend
on the auditor’s judgment, including the assessment of the risks of material misstatement
of the consolidated financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity's
preparation of consolidated financial statements that give a true and fair view in order
to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the

overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to

provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair view of the state
of affairs of the Group as at 31 December 2014 and of the Group's profit and cash flows
for the year then ended in accordance with Hong Kong Financial Reporting Standards and
have been properly prepared in accordance with the disclosure requirements of the Hong

Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

20 March 2015
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GeBRERkEMEERER

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

NOTES 2014 2013
Pt —E-mF —T-=F
HK$'000 HK$'000
TER FET
(restated)
(&E51)
Continuing operations BECEER
Tumover =& X
Sales of goods HERM 33272 20,195
Cost of goods sold HEMKA (21,736) (12678)
11,536 7517
Dividend income BREMA 711 655
Interest income from loans receivable PRI E 2 FIB A 7,528 1,660
Change in fair value of financial assets at fair BATESFABRLZ
value through profit or loss EREEC LA TERE 451,999 169,772
471,774 179,604
Other income Hb A 19,967 3,754
Other gains and losses Hith B & 8 6,649 3810
Selling and distribution costs HEREHER (23,8%94) (1,830)
Administrative expenses TR (71,510) (24932)
Other expenses Hfth 3z i (24,627) (6,309)
Profit before tax BATE R 378,359 154,097
Income tax expense PEH X 9 (51,963) (1,147)
Profit for the year from continuing operations AEFERHBREERRN 10 326,396 152,950
Discontinued operations BRIEEEXK
(Loss) profit for the year from AEFDRIREER
discontinued operations (E518) & A H (4,731) 415214

DRAGONITE INTERNATIONAL LIMITED
2014 Annual Report



Consolidated Statement of Profit or Loss and Other Comprehensive Income

AeBEEkEMEENER

For the year ended 31 December 2014 BE-S—NF+-_A=+—HIFE

NOTES 2014 2013
Pt £ it 3 —T=F
HK$'000 HK$'000
T TR
(restated)
(L &7))
Profit for the year AERH 321,665 568,164
Other comprehensive (expense) income for the year ~ AFEZH 2 E (1) Mz
ltems that may be reclassified subsequently to Higmeges»8
profit or loss: ZHEmMER -
Exchange differences arising on translation MENEEBESE
of foreign operation ZIEH Z5 (8,069) 4281
Total comprehensive income for the year AEE2ERALS 313,596 572,445
Earnings per share BRAF 5
From continuing and discontinued operations RERBEBEEEBR
ERIEREER
— Basic —ER HK$0.30 HK$0.56
03087 056 /87T
— Basic and diluted —EAREE N/A HK$0.56
TER 0.56 /87T
From continuing operations REFELEES
— Basic —&K HK$0.31 HK$0.15
031787 0.15787T
— Basic and diluted —ERREE N/A HK$0.15
TEA 0.15/87T
L2EEERERLA
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Consolidated Statement of Financial Position

A B BRI &R

At 3| December 2014 R=Z—MF+=-F=1+—H

NOTES 2014 2013
Pt &% it 3 —T-=F
HK$'000 HK$'000
TERr TAET
Non-current assets ERBEE
Property, plant and equipment ER G 16 29,598 29,499
Investment property REME 17 — 140,000
Available-for-sale investments AHEERE 18 294,250 —
Deferred consideration ERRAE 25 — 61,573
Prepaid lease payments BNEERE 19 2,526 2,627
Deposits paid for acquisition of property, WENE  BEREE
plant and equipment e — 3,339
326,374 237,038
Current assets REBEE
Inventories FE 20 21,019 4,889
Financial assets at fair value through profit or loss BRATEFABRZE 21 266,528 599,317
Trade receivables EC) G 22 2,359 2,165
Loans receivable W E R 23 137,497 90,474
Deposits, prepayments and other receivables Re  BRREREM
JEW AR IR 24 4,527 7,001
Deferred consideration ERERE 25 69,849 104,871
Prepaid lease payments BNHEERE 19 82 82
Bank balances and cash BITHBERS 26 83,697 37,614
585,558 846413
Current liabilities RBAE
Trade payables ERE 5HRE 27 1,305 2,869
Accruals and other payables FEET IR K B A FE A+ BR 1B 28 36,684 33911
Derivative financial instruments fTHEemIA 29 — 19,220
Taxation payable FERNTIE 36,638 41577
74,627 97,577
Net current assets REEEFE 510,931 748,836
Total assets less current liabilities BEERRBAE 837,305 985,874

DRAGONITE INTERNATIONAL LIMITED
2014 Annual Report




Consolidated Statement of Financial Position

A BB AR R

At 31 December 2014 R=Z—MF+=-F=1+—H

NOTES 2014 2013
Pt &% —E-mF —T-=F
HK$'000 HK$'000
TERr TAET
Non-current liability EkRBEE
Deferred tax liability ELEHEAR 9 14,723 -
NET ASSETS BEFE 822,582 985,874
Capital and reserves EXR#E
Share capital R 30 10,598 2,120
Reserves 1 811,984 983,754
TOTAL EQUITY BEAHE 822,582 985,874

The consolidated financial statements on pages 36 to 15| were approved and authorised F3I6E 5| BZEaRBREAN_T—HF=

for issue by the Board of Directors on 20 March 2015 and are signed on its behalf by: AZ+BEEESEREETE YR T
EEAREE
DIRECTOR DIRECTOR
EF EF
L2EEERERLA
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Consolidated Statement of Changes in Equity
REERE X

For the year ended 31 December 2014 BE-S—NF+-_A=+—HItFE

Non- Attrbutable

Share Share ~ distrbutable o owners of

Share premium ~ Shareholders' ~ Tranglation option Teserves Merger Specal Retained  the Company
apial account contribution reserve reserve H reserve reserves earnings 3|

Bh BOEER  RRME  EXGR  BEERR  MWBR  ARGR  WERE  RERA  WAARG
HKSUDD  HKSO0  HKSOO0  HKSODD  HKSOID HKSO0  HKSO0  HKSODD  HKSOM HKSO
TER TER TER TEL TER TER TER TEL TER TER

(notea) (noteb) (note d) (note )
(k) (k) (i) (ko

At | fanuary 2013 W=3-=5-F-R 1060 (2374 21,760 9,60 8716 unr (101873 314 1 (48844 310445
Proft for the year REEET - - - - - - - - 568,164 568,164
Other comprehensive income for the year rEREM2ENE - - - 4281 - - - - - 4281
Totd comprefiense ncome for he year FERRENRSE - - - 4281 - - - - 58,64 ST
Isue of new shares upon ighs ssue RMEREETER 1060 (04915 - - - - - - - 105975
Transacton costsatrbutable o sswe ofshares — ZTRGMRARE - (2991 - - - - - - - 2%91)
Transfer oftrenltion reserve to retaned RUEHBATKEES

eamings upon disposal of subsidares EREZRREA - - - (1390 - - - - 13902 -
Transfer upon [apse of share options BhiErines - - - - (8716) - - - 8716 -
At31 December 2013 REE-ZE+ZR=1-H 210 205668 21780 85,539 - Unr (101673 34 1,639,626 985874
Profit for the year TERET - - - - - - - - 321,665 321,665
Other comprehensive (epense) fortheyer —~— REREHZE (F1) - - - (8085) - - - - - (8065)
Total comprehensive (expense) income FERRE (Rt)

for the year st - - - (8069) - - - - 301,665 313.5%
lsue of new shares upon bonus isue REAIRERAFR 8478 (8478) - - - - - - - -
Transfer of reserves to retaned eamings MHENBLARRESR

upon disposal of susidaes EREZRARA - = (21,780) (l641) = = 1078 - () =
Dividends pid {nte 14) ke (i) = = = - = = = — (48 (dTe880)
At 31 December 2014 RZR-METZA=T-H 10,598 2719 - 61,053 - Ui - 314 505862 822,581
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Notes:

Consolidated Statement of Changes in Equity

n‘/_\éj:géﬁij]%

For the year ended 31 December 2014 BE-S—MF+-_A=+—HIFE

Shareholders” contribution represents the amounts contributed by shareholders of Tre 29
Investment (Holdings) Limited (formerly known as “Ruyan Investment (Holdings) Limited")
(“Tre 29") during the year ended 31 December 2007. The shareholder’s contribution is
transferred to retained eamings upon disposal of Tre 29 during the year ended 31 December

2014.

The non-distributable reserve represents statutory reserves appropriated from profit after tax
of the Company's subsidiary in The People’s Republic of China (“PRC") under the PRC laws

and regulations.

The special reserve of the Group represents reserve arising pursuant to a group

reorganisation that was effected during the year ended 31 December 2000.

The merger reserve represents (i) the share capital of Tre 29 (ii) the carrying amount of
equity interest in Tre 29 held by the non-controlling parties and (iii) the fair value of the
considerations paid for acquisition of Tre 29 under the group reorganisation that was effected
during the year ended 3| December 2007. The merger reserve is transferred to retained

eamings upon the disposal of Tre 29 during the year ended 3| December 2014.

BRI A B Tre 29 Investment (Holdings)
Limited (ATf84 [Ruyan Investment (Holdings)
Limited] ) ( [Tre 29] ) REBE-ZT+
FHA=t—RLFEZBREESHE -
BREERBE_E-NF+_-_A=1t—~
IEFEHETre VEBZREAN -

FHDIRRBERERDNPEARKLME
(TR ) 2MBRRBEFEERRE
RUCBRREERP B X E R -

AREZHHFEREEEANEE_FT
BET A=+ RIIFEAEMREL 2R
1

SRR () Tre 29I AR (il EIZHIEA L5
B2Tre VR REAERG)FBEEE=
T LF+ AT BLFEENNEE
SHKETre 90X NREZDTHE - A HHE
EREE-Z-NF+-A=1T—AILFE
HETre 29 B R (RE BT

L2EBEBRERAA
2014 F

41



42

Consolidated Statement of Cash Flows

HERERER

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

NOTES 2014 2013
Pt £ —g-mF —T=F
HK$'000 HK$'000
T TRT
OPERATING ACTIVITIES REEH
Profit before tax BR B AR A 373,628 609,628
Adjustments for: HATEBELRE -
Depreciation of property, plant and equipment WE - BEMERETE 3,387 2918
Amortisation of prepaid lease payments TR & FOR 85 84
Allowance for inventory obsolescence Yokl R e 12 5,794
Allowance for bad and doubtful debts REREE 1,812 380
Impairment loss recognised in respect s E A B ERIR
of other receivables R R EEE — 1,118
Finance costs IKER — 853
Change in fair value of derivative financial instruments ~ $TE & B T &2 A FEE (19,220) 1,888
Bank interest income HITHMBWA (225) (50)
Imputed interest income on deferred consideration BEEREZEERNSHRA (19,655) (3,625)
Loss on disposal of property, plant and equipment HEME BERREZEE 369 58
Gain on disposal of assets HEEE 2 W 12 — (550,319)
Loss (gain) on disposal of subsidiaries HEMBLR 2 BB (KE) 32 16,348 (6,078)
Change in fair value of investment property REMEZ A TEE — 35,600

DRAGONITE INTERNATIONAL LIMITED
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Consolidated Statement of Cash Flows

HERERER

For the year ended 31 December 2014 HZE=

T-MEFAS-AILER

NOTES 2014 2013
Pt £ —g-mF —T=F
HK$'000 HK$'000
T TRT
Operating cash flows before movements LEREEHA
in working capital ReRang 356,541 98,249
Increase in inventories BFEEM (17,929) (1,842)
Increase in trade receivables Y E 5 BRIEE N (3,012) (722)
(Increase) decrease in deposits, prepayments ke BNZKBER
and other receivable Ho A e W BR T8 (38 00 )R 4> (9,030) 5673
Increase in loans receivable FEMCE FKIE AN (47,023) (90,474)
Decrease (increase) in financial assets BRATEFABRZ
at fair value through profit or loss SREBEERD(EM) 332,789 (469,489)
Decrease in trade payables [ERE ZIRIER D (416) (1393)
Increase in accruals and other payables FEETRRIE R B JE 9 AR IE G 14,399 3,584
Cash generated from (used in) operations REMEE(A)R: 626,319 (456/414)
Bank interest received BRIRITHIE 225 50
PRC income tax paid EHFBMER (1,219) 931)
NET CASH FROM (USED IN) OPERATING ACTMTIES ZB&EBFTS (FTA)REFHE 625,325 (457,295)
INVESTING ACTIVITIES REEH
Proceeds on disposal of property, HEME - BE &R E
plant and equipment iS58 4 6
Purchase of property, plant and equipment BAVE  BERRE (6,342) (3899)
Deposits paid for acquisition of property, WEME - BEK
plant and equipment REFIRE — (3254)
Purchase of available-for-sale investments BATHLERE (306,750) —
Proceeds in disposal of assets HEEEZFERIE 25 116,250 387,500
Disposal of subsidiaries HEHB AT 32 121,740 (95)
Acquisition of subsidiaries BB A7) 33 (23,888) —
NET CASH (USED IN) FROM INVESTING ACTIVITIES REEE (FTR) i8R &3 E (98,986) 380,258
2EEBRERQA
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Consolidated Statement of Cash Flows

HERERER

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

NOTES 2014 2013
BT —E-mE —Z-=F
HK$'000 HK$'000
T FAT

FINANCING ACTIVITIES MEEH
Dividends paid EfRE (476,888) —
Interest paid on borrowings EREMAFE = (853)
Repayment of borrowings BIERET — (25,676)
Issue of new shares BITHIR — 105,975
Expenses of issue of shares BIIRN 2% — 2.991)
NET CASH (USED IN) FROM FINANCING ACTIVITIES B4 & EEN (FTH) Fi8 R &3 8 (476,888) 76455
NET INCREASE (DECREASE) IN ReRBLEEER

CASH AND CASH EQUIVALENTS BmORL) RE 49,451 (582)
CASH AND CASH EQUIVALENTS AT FUzRERBEEEER

BEGINNING OF THE YEAR 37,614 34,881
EFFECT OF FOREIGN EXCHANGE ExgmHso e

RATE CHANGES (3,368) 3315
CASH AND CASH EQUIVALENTS AT FRvBERBEEEER

END OF THE YEAR, REPRESENTED BY MBTESRES

BANK BALANCES AND CASH 83,697 37614

DRAGONITE INTERNATIONAL LIMITED
2014 Annual Report

44



Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

GENERAL

The Company was incorporated in the Cayman Islands as an exempted company
with limited liability and its shares are listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). The addresses of the registered office and principal
place of business of the Company are disclosed in the corporation information on

the annual report.

The Company acts as an investment holding company. Its subsidiaries are principally
engaged in production and sales of a series of health care products, pharmaceutical
products, securities trading and investments, property investment, money lending
and trading of wines in Hong Kong. During the year ended 3| December 2014,
the Company ceased the operation of property investment in Hong Kong
upon disposal of Central Town Limited (“CTL"). Details of disposal of CTL and

discontinued operation are disclosed in note 32 and note | | respectively.

The functional currency of the Company is Hong Kong dollars (“HK$").

—-REH

KAARBERBEMRT AEREE
BAR ERBRESHAZHHER
AF(BRF ) LT o ARF 2 M
R R EELMBERAFE
ARERRRE -

ARRA—REREERAR  HNBA
Al EEXBREERHEE —RIIRE
Em BEED BHEEHERE R
ERETVERE ERKBHEE
E-REBE-FT—NF+=-A=+—
BIEEE + AARRTE Central Town
Limited([CTL) BT BREBLE M E
BE -HECTLRBRIELEEB 2 F
B BIRAKTEE 32 R eE |1 458 -

AREme B AET(ET]) -
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL 2. EAHITIRKEIEHMEREE

REPORTING STANDARDS (“HKFRSs”)

AT EEMBRERER )

In the current year, the Group has applied the following amendments and RAEE  AEBERTWAEASH
interpretation (“new and revised HKFRSs") issued by the Hong Kong Institute of fine((EEestiAg ) B2 Es]

Certified Public Accountants (“HKICPA™).

Amendments to HKFRS 10,
HKFRS 12 and HKAS 27
BB BRERERAE 0% « BEMBREEL
FNERBBGERNE 27 R ZEFA
Amendments to HKAS 32
EEGERE R ZBIR
Amendments to HKAS 36
ERGHENE R ER
Amendments to HKAS 39
BER G ERE R EBIR

RRBB(HTREETERNBRS
#8]]) -

Investment entities

Offsetting financial assets and financial liabilities
BHeRmEENRERAR

Recoverable amount disclosures for non-financial assets
FEREECANEEERE

Novation of derivatives and continuation of hedge accounting

TETARE R EHEZILE

HK(FRIC) - INT 21 Levies

FE(ARNBEREREZEE) 2B % HE

Except as described below, the adoption of the new and revised HKFRSs has had BT XA ESN - AT RGBT E
no material impact on the consolidated financial statements of the Group for the ERBREENEAEERELBES

current and prior accounting periods.

DRAGONITE INTERNATIONAL LIMITED
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2014 HZE=

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

Amendments to HKAS 36 Recoverable amount disclosures for non-financial
assets

The amendments to HKAS 36 remove the requirement to disclose the recoverable
amount of a cash generating unit (“CGU") to which goodwill or other intangible
assets with indefinite useful lives had been allocated when there has been no
impairment or reversal of impairment of the related CGU. Furthermore, the
amendments introduce additional disclosure requirements applicable to when the
recoverable amount of an asset or CGU was determined based on its fair value
less costs of disposal. These new disclosures include the fair value hierarchy, key
assumptions and valuation techniques used which are in line with the disclosure

required by HKFRS |3 Fair value measurements.

Disclosures on impairment assessment on the property, plant and equipment based

on fair value less cost of disposal are made in note 6.

mE M BEmRME

T-MEFAS-AILER

BRFIREEIEEMBREE
A EBRHBRELER D) (@)
BERETEREICHR ZBITR [FER
EEZAIWESERE]

BRI EE R 2B ABEER
ReEdBu((ReEEEM])KE
SEIHBERE  ETHERABER
FREHCELEVEEERERERS
ELBUYEHRBEXRERDED
Boolthh BEREFREELENZA
BEE B RBENFEREEKNAE
TR ZEEITASIANERZBINEE
CREHREARATEESR
KRR ZEEN L BEBYG
R 135 AV EFEITRTEE
. R

wﬁ
@

BRRATFEERLEXRKIETNY
¥ BB RREREERMEE 165
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL 2. ERFIIRKEIIEBUMBRESE
REPORTING STANDARDS (“HKFRSs”) (Continued) B([EBHHKREED]) (&)
The Group has not early applied the following new and revised HKFRSs that have AEBVEREEBTICDEHBBEA

been issued but are not yet effective:

HKFRS 9

EERBMERERE I

HKFRS 14

BREMBRERENE 145

HKFRS 15

BREMBREENE 155

Amendments to HKFRS 10 and HKAS 28
EERBMERERE 105K
BEREERE 28K EBATA

Amendments to HKFRS 10, HKFRS 12 and HKAS 28
ERUMBHELRE 105 FAMBRE LR
FNRRBAGTERE8HZEBITA

Amendments to HKFRS |1
BREMBHRERRE IR ZEFA
Amendments to HKAS |
BERGHENS | K2 BAR
Amendments to HKAS 16 and HKAS 38
BEGHERE 165K
ERGEAE BRI BIR
Amendments to HKAS 16 and HKAS 41
BERGHERE 16K REB G R
F 41 FZEFR
Amendments to HKAS 19
ERGHERNE 19K 2 BAR
Amendments to HKAS 27
BEAEGERE 27 R BAR
Amendments to HKFRSs
BRMBRERENZEIAR
Amendments to HKFRSs
BRMBREENZBIAR
Amendments to HKFRSs
EAERGwE R ZERR

DRAGONITE INTERNATIONAL LIMITED
2014 Annual Report

2R R BB RE R -

Financial instruments'
TRTA

Regulatory deferral accounts
EERTERP?

Revenue from contracts with customers’

RPAME?

Sale or contribution of assets between an investor and its associate or joint venture®

REZRABZNRIAECE L AHELIABE"

2

Investment entities: Applying the consolidation exception®

REER : RARREAAR

Accounting for acquisitions of interests in joint operations®

KR EXH RN G
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mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

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

: Effective for annual periods beginning on or after | January 2018

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

Effective for annual periods beginning on or after | January 2017
Effective for annual periods beginning on or after | July 2014
Effective for annual periods beginning on or after | January 2016

Effective for annual periods beginning on or after | July 2014, with limited exceptions

HKFRS 15 Revenue from contracts with customers

In July 2014, HKFRS 15 was issued which establishes a single comprehensive model
for entities to use in accounting for revenue arising from contracts with customers.
HKFRS 15 will supersede the current revenue recognition guidance including HKAS
18 “Revenue”, HKAS |1 “Construction Contracts” and the related Interpretations

when it becomes effective.

Eﬁﬁﬁ&@%ﬁﬁ%%ﬁﬁ%ﬁ

Hdﬁéﬁﬁﬁ A1) #)
R N\F-A-BR2EHHE
G ER

LORCE-AF-A-BHZAARZ
EHFEERNBREEASHRE

G

; RIZ—tF-A-RARZzBAMZ
SR HRAR

‘ RoTE-MELR-HHZ &G
S HRAR

’ RoT-RFE-f-H&Z &G
S HEAR

¢ RIZ-MELA-ARZERARZ
S HREY  AEREE

ERUBREEAEISHEFEAK
éJ

i mitﬂ-é%%ﬁﬁ%ﬁw
%B%ﬁﬁlki?ﬁ REEA
HEBHREE,LEHNE %Qﬁﬁ
B BERBREENS 1SKENEE
MEFRAR RS A0 RaERES B
BAEBGHENE 85 ha] BEg
STERE | R RESH IRBERE -

L2EBEBRERAA
2014 F

49



50

Notes to the Consolidated Financial Statements

ma

B 75 SR AR Y A

For the year ended 3| December 2014 HEZE—NFE+-A=+—HIFE

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

HKFRS 15 Revenue from contracts with customers (Continued)

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

recognition:

. Step I Identify the contract(s) with a customer

. Step 2: Identify the performance obligations in the contract

. Step 3: Determine the transaction price

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

. Step 5: Recognise revenue when (or as) the entity satisfies a performance
obligation

Under HKFRS 15, an entity recognises revenue when (or as) a performance
obligation is satisfied, i.e. when ‘control’ of the goods or services underlying
the particular performance obligation is transferred to the customer. Far more
prescriptive guidance has been added in HKFRS 15 to deal with specific scenarios.

Furthermore, extensive disclosures are required by HKFRS 5.

The Directors of the Company will assess the impact on the application of HKFRS
I5. For the moment, it is not practicable to provide a reasonable estimate of the

effect of HKFRS 15 until the Group performs a detailed review.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

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

HKFRS 9 Financial instruments

HKFRS 9 issued in 2009 introduces new requirements for the classification and
measurement of financial assets. HKFRS 9 was subsequently amended in 2010
to include the requirements for the classification and measurement of financial
liabilities and for derecognition, and further amended in 2013 to include the new
requirements for hedge accounting. Another revised version of HKFRS 9 was issued
in September 2014 mainly to include a) impairment requirements for financial
assets; b) limited amendments to the classification and measurement requirements
by introducing a ‘fair value through other comprehensive income’ measurement

category for certain simple debt instruments.

All recognised financial assets that are within the scope of HKAS 39 “Financial
instruments: Recognition and measurement” are 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. 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, 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.

2.
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For the year ended 3| December 2014 HEZE—NFE+-A=+—HIFE

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”) (Continued)
HKFRS 9 Financial instruments (Continued)

With regard to the measurement of financial liabilities designated as at fair value
through profit or loss, HKFRS 9 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.

The directors anticipate that the adoption of HKFRS 9 in the future may have
significant impact on amounts reported in respect of the Group's financial assets
(eg the Group's unlisted shares in overseas that are currently classified as available-
for-sale investments will have to be measured at fair value at the end of subsequent
reporting periods, with changes in the fair value being recognised in profit or loss
or other comprehensive income, as appropriate). Regarding the Group's financial
assets, it is not practicable to provide a reasonable estimate of the effects of

adoption until a detailed review has been completed.

The directors of the Company anticipate that the application of the other new
and revised HKFRSs will have no material impact on the consolidated financial

statements.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in accordance with
HKFRSs issued by the HKICPA. In addition, the consolidated financial statements
include applicable disclosures required by the Rules Governing the Listing of
Securities on the Stock Exchange and by the Hong Kong Companies Ordinance,
which for this financial year and the comparative period continue to be those of
the predecessor Companies Ordinance (Cap. 32), in accordance with transitional
and saving arrangements for Part 9 of the Hong Kong Companies Ordinance (Cap.
622).

The consolidated financial statements have been prepared on the historical cost
basis except for certain financial instruments and investment property, which are
measured at fair values, as explained in the accounting policies set out below.
Historical cost is generally based on fair value of the consideration given in

exchange for goods.

Historical cost is generally based on the fair value of the consideration given in

exchange for goods and services.
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For the year ended 3| December 2014 HEZE—NFE+-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement
date, regardless of whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value of an asset or a liability,
the Group takes into account the characteristics of the asset or liability if market
participants would take those characteristics into account when pricing the asset
or liability at the measurement date. A fair value measurement of a non-financial
asset takes into account a market participant’s ability to generate economic benefits
by using the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use. Fair value under
HKFRS 13 is an exit price regardless of whether that price is directly observable
or estimated using another valuation technique. 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.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

In addition, for financial reporting purposes, fair value measurements are categorised
into Level |, 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 | 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 |,

that are observable for the asset or liability, either directly or indirectly; and

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

The principal accounting policies are set out below:

Basis of consolidation
The consolidated financial statements incorporate the financial statements of the
Company and entities controlled by the Company and its subsidiaries. Control is

achieved when the Company:
. has power over the investee;

. has exposure, or rights, to variable returns from its involvement with the

investee; and

. has the ability to use its power over the investee to affect its retumns.

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.
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For the year ended 3| December 2014 HEZE—NFE+-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of consolidation (Continued)

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

ceases to control the subsidiary.

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

deficit balance.

Where necessary, adjustments are made to the financial statements of subsidiaries
to bring their accounting policies into line with those used by other members of

the Group.

All'intra-group transactions, balances, income and expenses are eliminated on

consolidation.
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For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable
and represents amounts receivable for goods sold in the normal course of business,

net of discounts, sales related taxes and returns.

Revenue from sale of goods is recognised when the goods are delivered and title

has passed at which time all the following conditions are satisfied:

. the Group has transferred to the buyer the significant risks and rewards of

ownership of the goods;

. the Group retains neither continuing managerial involvement to the degree

usually associated with ownership nor effective control over the goods sold;

. the amount of revenue can be measured reliably;

. it is probable that the economic benefits associated with the transaction will

flow to the Group; and

. the costs incurred or to be incurred in respect of the transaction can be

measured reliably.

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

amount on initial recognition.

Rental income is recognised, on a straight-line basis, over the terms of the

respective leases.

Dividend income from investments is recognised when the Group's rights to

receive payment have been established.
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For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Research and development expenditure
Expenditure on research activities is recognised as an expense in the period in

which it is incurred.

An internally-generated intangible asset arising from development activities (or from
the development phase of an intemal project) is recognised if, and only if, all of the

following have been demonstrated:

. the technical feasibility of completing the intangible asset so that it will be

available for use or sale;

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

. the ability to use or sell the intangible asset;

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

. the availability of adequate technical, financial and other resources to

complete the development and to use or sell the intangible asset; and

. the ability to measure reliably the expenditure attributable to the intangible

asset during its development.

The amount initially recognised for intemally-generated intangible asset is the sum
of the expenditure incurred from the date when the intangible asset first meets the
recognition criteria listed above. Where no internally-generated intangible asset can
be recognised, development expenditure is charged to profit or loss in the period

in which it is incurred.

Subsequent to initial recognition, internally-generated intangible asset is measured
at cost less accumulated amortisation and accumulated impairment losses (if any),

on the same basis as intangible assets acquired separately.
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For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property, plant and equipment

Property, plant and equipment including buildings held for use in the production or
supply of goods or services, or for administrative purposes are stated at cost less
subsequent accumulated depreciation and subsequent accumulated impairment

losses, if any.

Depreciation is recognised so as to write off the cost of items of property, plant
and equipment less their residual values over their estimated useful lives, using the
straight-line method. The estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting period, with the effect of any

changes in estimate accounted for on a prospective basis.

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

assets, commences when the assets are ready for their intended use.

An item of property, plant and equipment is derecognised upon disposal or when
no future economic benefits are expected to arise from the continued use of the
asset. Any gain or loss arising on the disposal or retirement of an item of property,
plant and equipment is determined as the difference between the sales proceeds

and the carrying amount of the asset and is recognised in profit or loss.
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For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investment properties

Investment properties are properties held to earn rentals and/or for capital
appreciation. Investment properties include land held for undetermined future use,

which is regarded as held for capital appreciation purpose.

Investment properties are initially measured at cost, including any directly
attributable expenditure. Subsequent to initial recognition, investment properties
are 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 item is derecognised.

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 lessor
Rental income from operating leases is recognised in profit or loss on a straight-line

basis over the term of the relevant lease.

The Group as lessee
Operating lease payments are recognised as an expense on a straight-line basis

over the lease term.
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For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leasing (Continued)

Leasehold land and building

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

and building element of the lease at the inception of the lease.

To the extent the allocation of the lease payments can be made reliably, interest in
leasehold land that is accounted for as an operating lease is presented as “prepaid
lease payments” in the consolidated statement of financial position and is amortised

over the lease term on a straight-line basis.

Foreign currencies

In preparing the financial statements of each individual group entity, transactions in
currencies other than the functional currency of that entity (foreign currencies) are
recognised at the rates of exchanges 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 arising 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 except for
differences arising on the retranslation of non-monetary items in respect of which
gains and losses are recognised directly in other comprehensive income, in which
cases, the exchange differences are also recognised directly in other comprehensive

income.
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Foreign currencies (Continued)

For the purposes of presenting the consolidated financial statements, the assets and
liabilities of the Group's operations are translated into the presentation currency
of the Group (i.e. Hong Kong dollars) at the rate of exchange prevailing at the end
of the reporting period. Income and expenses items are translated at the average
exchange rates for the year, unless exchange rates fluctuate significantly during the
period, in which case, the exchange rates prevailing at the dates of transactions are
used. Exchange differences arising, if any, are recognised in other comprehensive

income and accumulated in equity under the heading of the translation reserve.

On the disposal of a foreign operation (i.e. a disposal of the Group's entire
interest in a foreign operation), 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.

Borrowing costs

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

sale.

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

they are incurred.

Retirement benefits costs
Payments to state-managed retirement benefit scheme and the Mandatory
Provident Fund Scheme (“MPF Scheme™) are recognised as an expense when

employees have rendered service entitling them to the contributions.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (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 as reported in the profit or loss because of income or expense
that are taxable or deductible in other years and items that are never taxable or
deductible. The Group's liability for current tax is calculated using tax rates that

have been enacted or substantively enacted by the end of the reporting period.

Deferred tax is recognised on temporary differences between the carrying
amounts of assets and liabilities in the consolidated financial statements and the
corresponding tax bases used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary differences. Deferred
tax assets are generally recognised for all deductible temporary differences to
the extent that it is probable that taxable profits will be available against which
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.

Deferred tax liabilities are recognised for taxable temporary differences associated
with investments in subsidiaries except where the Group is able to control
the reversal of the temporary difference and it is probable that the temporary
differences 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 probable that there will be sufficient taxable
profits against which to utilise the benefits of the temporary differences and they

are expected to reverse in the foreseeable future.

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 profit will be available to allow all or part of the asset to be recovered.
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Notes to the Consolidated Financial Statements
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For the year ended 3| December 2014 HEZE—NFE+-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxation (Continued)

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

end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences
that would follow from the manner in which the Group expects, at the end of the

reporting period, to recover or settle the carrying amount of its assets and liabilities.

For the purposes of measuring deferred tax liabilities or deferred tax assets for
investment properties that are measured using the fair value model, the carrying
amounts of such properties are presumed to be recovered entirely through
sale, unless the presumption is rebutted. The presumption is rebutted when the
investment property is depreciable and is held within a business model whose
objective is to consume substantially all of the economic benefits embodied in
the investment property over time, rather than through sale. If the presumption is
rebutted, deferred tax for such investment properties are measured in accordance
with the above general principles set out in HKAS 12 (ie. based on the expected

manner as to how the properties will be recovered).

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.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Inventories
Inventories comprise raw materials, work-in-progress and finished goods are stated

at the lower of cost and net realisable value.
Costs of inventories are calculated using the weighted average method.

Net realisable value represents the estimated selling price for inventories less all

estimated costs of completion and costs necessary to make the sale.

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

provisions of the instrument.

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

value through profit or loss are recognised immediately in profit or loss.
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Notes to the Consolidated Financial Statements
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For the year ended 3| December 2014 HEZE—NFE+-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets

Financial assets are classified into financial assets at fair value through profit or
loss (“FVTPL"), loans and receivables and available-for-sale financial assets. 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.

Imputed interest method

The imputed interest method is a method of calculating the amortised cost of
a financial asset and of allocating interest income over the relevant period. The
imputed interest rate is the rate that exactly discounts estimated future cash
receipts (including all fees and points paid or received that form an integral part
of the imputed 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 imputed interest basis.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Financial assets at fair value through profit or loss

Financial assets at FVTPL has financial assets held-for-trading on initial recognition.

A financial asset is classified as held for trading if:

. it has been acquired principally for the purpose of selling in the near future;
or
. it is a part of an identified portfolio of 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.

Financial assets at FVTPL are stated at fair value, with any gains or losses arising on
remeasurement recognised directly in profit or loss. The net gain or loss recognised

in profit or loss excludes dividend and interest eared on the financial assets.

Available-for-sale financial assets
Available-for-sale financial assets are non-derivatives that are either designated
as available-for-sale or are not classified as (a) loans and receivables, (b) held-to-

maturity investments or (c) financial assets at FVTPL.

Dividends on available-for-sale equity instruments are recognised in profit or loss

when the Group's rights to receive the dividends is established.

Available-for-sale equity investments that do not have a quoted market price in an
active market and whose fair value cannot be reliably measured and derivatives that
are linked to and must be settled by delivery of such unquoted equity investments
are measured at cost less any identified impairment losses at the end of each
reporting period (see the accounting policy in respect of impairment loss on

financial assets below).
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For the year ended 3| December 2014 HEZE—NFE+-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Subsequent to initial recognition,
loans and receivables (including deferred consideration, trade receivables, loans
receivable, other receivables and bank balances and cash) are carried at amortised
cost using the imputed interest method, less any identified impairment losses (see

accounting policy on impairment loss on loans and receivables 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, the estimated future cash flows have been

affected.

For an available-for-sale equity investment, a significant or prolonged decline in the
fair value of that investment below its costs is considered to be objective evidence

of impairment.
For financial assets, objective evidence of impairment could include:

. significant financial difficulty of the issuer or counterparty; or

. breach of contract, such as a default or delinquency in interest or principal

payments; or

. it becoming probable that the borrower will enter bankruptcy or financial re-

organisation.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Impairment of financial assets (Continued)

For certain categories of loans and receivables, such as trade receivables and loans
receivable, 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 from 60 to 270 days, observable changes in national or local

economic conditions that correlate with default on receivables.

For financial assets carried at amortised costs, the amount of the impairment loss
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.

For financial assets carried at cost, including those available-for-sale equity
investment, 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

assets. Such impairment loss will not be reversed in subsequent periods.

The carrying amount is reduced by the impairment loss directly for all loans and
receivables with the exception of trade receivables, where the carrying amount
is reduced through the use of an allowance account. Changes in the carrying
amount of the allowance account are recognised in profit or loss. When a debtor is
considered uncollectible, it is written off against the allowance account. Subsequent

recoveries of amounts previously written off are credited to profit or loss.

If, in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment
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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For the year ended 3| December 2014 HEZE—NFE+-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments

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

equity instrument.

Equity instruments
An equity instrument is any contract that evidences a residual interest in the assets

of the group after deducting all of its liabilities.

Equity instruments issued by the Company are recorded at the proceeds received,

net of direct issue costs.

Imputed interest method

The imputed interest method is a method of calculating the amortised cost of a
financial liability and of allocating interest expense over the relevant period. The
imputed interest rate is the rate that exactly discounts estimated future cash
payments (including all fees and points paid or received that form an integral part
of the imputed 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 imputed interest basis.

Denvative financial instruments

Derivatives are initially recognised at fair value at the date a derivative contract
is entered into and are subsequently remeasured to their fair value at the end
of the reporting period. The resulting gain or loss is recognised in profit or loss

immediately.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments (Continued)

Other financial liabilities

Other financial liabilities (including trade payables and accruals and other payables)
are subsequently measured at amortised cost, using the imputed interest rate

method.

Embedded denvatives

Derivatives embedded in non-derivative host contracts are separated from the
relevant host contracts (the liability component) and deemed as held-for-trading
when the economic characteristics and risks of the embedded derivatives are not
closely related to those of the host contracts, and the combined contracts are not

measured at fair value through profit or loss.

Derecognition
The Group derecognises a financial asset only when the contractual rights to the

cash flows from the asset expire.

On derecognition of a financial asset, 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.

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

payable is recognised in profit or loss.
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For the year ended 3| December 2014 HEZE—NFE+-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment losses on tangible assets

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

which a reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and value in use.
In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset for which the

estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating unit) is estimated to be
less than its carrying amount, the carrying amount of the asset (or a cash-generating

unit) is reduced to its recoverable amount.

An impairment loss is recognised immediately in profit or loss.

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

loss is recognised immediately on profit or loss.
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For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Share-based payment transactions

Equity-settled share-based payment transactions

Share options granted to employees and others providing similar services as
employees

The fair value of services received determined by reference to the fair value of
share options granted at the grant date is expensed on a straight-line basis over the

vesting period, with a corresponding increase in equity (share option 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
estimates, if any, is recognised in profit or loss such that the cumulative expense
reflects the revised estimated, with a corresponding adjustment to share option

reserve.

At the time when the share options are exercised, the amount previously
recognised in share option reserve will be transferred to share premium. When the
share options are lapsed after the vesting date or still not exercised at the expiry
date, the amount previously recognised in share option reserve will be transferred

to retained earnings.
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For the year ended 3| December 2014 HEZE—NFE+-A=+—HIFE

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.

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.

Impairment of property, plant and equipment and prepaid lease payments

Property, plant and equipment and prepaid lease payments are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. The recoverable amount has been determined

based on the higher of value in use calculations and fair value less costs of disposal.

Based on an analysis of recoverable amounts of buildings and prepaid lease
payments determined based on their fair value less costs of disposal, the directors
consider no impairment loss is necessary as at the end of reporting period. Where
the fair value less costs of disposal is less than expected, a material impairment
loss may arise. As at 31 December 2014, the carrying amount of property, plant
and equipment and prepaid lease payments are approximately HK$29,598,000
(2013: approximately HK$29,499,000), net of accumulated impairment losses
of approximately HK$5,783,000 (2013: approximately HK$35,267,000) and
approximately HK$2,608,000 (2013: approximately HK$2,709,000), respectively.
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For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

CAPITAL RISK MANAGEMENT 5. BAEREE
The Group manages its capital to ensure that entities in the Group will be able to REFEBEER  UBRARKNEFEF
continue as a going concern while maximising the retum to shareholders through Bl TEBELERRERESRA
the optimisation of the debt and equity balance. The Group’s overall strategy M RA R AE R o NEE 7 BEKRE
remains unchanged from prior year. EBEEERETE -
The capital structure of the Group includes equity attributable to equity holders of REB7EREEBEARNAEREES
the Company, comprising issued share capital and reserves. AZ LR (BREEBITRAREE) -
The directors of the Company review the capital structure on a regular basis. As ARAEETHRFNERGEE  EFR
part of this review, the directors consider the cost of capital and the risks associated AR ZEREBARKARZENERIEER
with each class of capital. Based on recommendations of the directors, the o NEBBBEESZEREAYR
Group will balance its overall capital structure through the payment of dividends, [ B BT KB DG A M E
new share issues and share buy-backs as well as the issue of new debt or the BRELREERM T EHEREERE
redemption of existing debt. e
FINANCIAL INSTRUMENTS 6. TRMIA
Categories of financial instruments SRMIBEZDE
2014 2013
—E-mE —Z2-=fF
HK$°000 HK$'000
TER FET
Financial assets TREE
Available-for-sale investments A HERE 294,250 —
Financial assets at fair value through profit or loss BATEABRZEREE
— Held-for-trading investments -BERF AR IRE 266,528 599,317
Loans and receivables (including cash ERkENEE(BERe
and cash equivalents) FHReEEER) 293,714 298,705
Financial liabilities TRAR
Financial liabilities at fair value through profit orloss AT EFABR . &HEE
— Derivative financial instruments —TEERIA — 19,220
Amortised cost IR 30,823 26,388
L2EEERERLA
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For the year ended 3| December 2014 HEZE—NFE+-A=+—HIFE

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies

The Group's major financial instruments include available-for-sale investments,
financial assets at FVTPL, trade receivables, loans receivable, deferred consideration,
other receivables, bank balances and cash, trade payables, accruals and other
payables and derivative financial instruments. Details of the financial instruments
are disclosed in the respective notes. The risks associated with these financial
instruments include market risk (interest rate risk, currency risk and other price
risk), credit risk and liquidity 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.

Market risk

Currency risk

Certain bank balances and deferred consideration of the Group are denominated
in foreign currencies other than the functional currency of respective group
companies, which expose the Group to foreign currency risk. The Group does
not have a foreign currency hedging policy. However, the management monitors
foreign exchange exposure and will consider hedging significant foreign currency

exposure and will consider hedging significant foreign currency exposure should
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the need arise. The carrying amounts of the Group's foreign currency denominated CEBEREVERENT
monetary assets at the reporting date are as follows:
2014 2013
—E-mEF —T-=F
HK$’000 HK$'000
TR TAT
Bank balances RITHEE
United States Dollars (“US$") gainst Renminbi (‘RMB")  ETL([ETT) AARE (AR ]) — 11,939
Euro against HK$ BT A BT 1,250 —
Deferred consideration EERE
US$ against HK$ ETHAET 69,849 166,444
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For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)

Market risk (Continued)

Currency risk (Continued)

Sensitivity analysis

Since the exchange rate of HK$ is pegged with US$, the Group does not expect
any significant movements in the US$/HK$ exchange rates. Therefore, the following

sensitivity analysis does not include the effect between US$ and HK$,.

The following table details the Group's sensitivity to a 5% increase and decrease
in the functional currency of respective group entities against foreign currencies
and all other variables were held constant. 5% is the sensitivity rate used which
represents management's assessment of the reasonably possible change in foreign
exchange rates. A positive number below indicates an increase in post-tax profit
where the relevant foreign currency strengthens 5% against the functional currency
of respective group entities. For a 5% weakening of the relevant foreign currencies
of the respective group entities against the relevant foreign currencies, there would

be an equal and opposite impact on the result for the year.

E¢WMIAE)
PREREEENRER (&)
mEEE ()

ERER(E)

BRI

ARETEITERSN  FAEERY
XTABTERTGREMNEAZE -
Rt - W T HBES L REAEZTE
BILLENTE

TREINASEHEASEER 2N
B AINE LT R T RS%(FE H i &
ERFBIE) ZHREFE - IRA 5%
ZHBELERIRREEEHIIEER
PRERBEE - TXERETR
REBIEHAEREEER 2 RS
THES%E - BRBREN 2Em - K&HE
ERCABINE S BRINER B 5%
HAEEXERERSEIERTE -

2014 2013
—2-mF —T=F
HK$’000 HK$'000
T&T TR

Increase in post-tax profit for the year AFERBRIE R T
US$ against RMB ETHARE — 448
Euro against HK$ BTRAET 63 —

In management's opinion, the sensitivity analysis is unrepresentative of the inherent
foreign exchange risk as the year end exposure does not reflect the exposure

during the year.
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For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)

Market risk (Continued)

Interest rate risk

The Group is exposed to cash flow interest rate risk in relation to variable-rate

bank balances.

The Group is exposed to fair value interest rate risk in relation to the fixed-rate
loan receivables and interest-free deferred consideration through the impact of

changes in market interest rates.

The Group currently does not have interest rate hedging policy. However, the
management will consider hedging significant interest rate exposure should the

need arise.

Sensitivity analysis

The management considers that the Group's exposure to cash flow interest rate
risk on variable-rate bank balances as a result of the change of market interest
rate is insignificant due to its short-term maturity and thus no sensitivity analysis is

prepared for interest rate risk.

Other price risk

The Group is exposed to price risk in respect of:

. available-for-sale investments in equity securities as at 31 December 2014.

. the Call Option and Put Option (as defined and set out in note 29) in
relation to acquisition of entire equity interests in Chinese Medical Clinic,
which is engaged in the Chinese medical clinic operation in Hong Kong as at
31 December 2013.

. held-for-trading investments in equity securities listed in the respective stock

exchange for both years.
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For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)

Market risk (Continued)

Other price risk (Continued)

Sensitivity analysis

No sensitivity analysis has been presented on equity price risk arising from (i)
derivative financial instruments as the directors of the Company are of the opinion
that the Group's exposure to equity risk on derivatives as a result of the change of
market condition, including the expected volatility and risk-free rate, is insignificant;
and (i) unlisted equity investments because the range of reasonable fair value
estimates is so significant that the directors of the Company are of the opinion that

fair value cannot be measured reliably.

The sensitivity analyses below have been determined based on the exposure to
equity price risks on the Group's held-for-trading investments at the end of the
reporting period. If the prices of the respective equity instruments had been 5%
(2013: 5%) higher/lower, post-tax profit for the year ended 31 December 2014
would increase/decrease by HK$ 11,128,000 (2013: HK$29,966,000) as a resuft of

the changes in fair value of held-for-trading investments.

The management would manage its exposure arising from these investments by
closely monitoring the performance of respective listed equity security and market
conditions. The management would consider diversifying the portfolio of these

investments as they consider appropriate.

In management's opinion, the sensitivity analysis was unrepresentative of the
inherent equity price risk as the year end exposure does not reflect the exposure

during the year.
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For the year ended 3| December 2014 HEZE—NFE+-A=+—HIFE

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)

Credit risk

As at 31 December 2014 and 2013, 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 is arising from the carrying amount of the
respective recognised financial assets including trade receivables, loans receivable

and other receivable as stated in the consolidated statement of financial position.

In order to minimise the credit risk, the management of the Group has delegated
a team responsible for determination of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up action is taken to recover overdue
debts. In addition, the Group reviews the recoverable amount of each individual
trade debt and loans receivable 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.

As at 31 December 2014, the Group has concentration risk on deferred
consideration of approximately HK$69,849,000 (2013: approximately
HK$166,444,000). The counterparty is a company incorporated in the Netherlands,
which is a wholly-owned subsidiary of an entity with its shares listed on the
London Stock Exchange. The directors of the Company reviewed the public
announcements and financial information of the listed company in order to assess
their credit quality. The directors of the Company consider the default in payment
upon maturity to be low. In this regard, the directors of the Company considered

that the Group's credit risk was significantly reduced.

The credit risk on liquid funds is limited because the counterparties are banks with

high credit ratings assigned by intemational credit-rating agencies.

The Group does not have any other significant concentration of credit risk as loans

receivable and trade receivables consist of a large number of customers.
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For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

FINANCIAL INSTRUMENTS (Continued) 6. SRIEAE)
Financial risk management objectives and policies (Continued) BREREEENREE (£)
Liquidity risk REBEL AR
The Group manages its liquidity risk by monitoring and maintaining a level of cash REBBRBEERERERELEER
and cash equivalents secured adequate by the management to finance the Group's EAENEEBRABRCHKEEER
operations and mitigate the effects of fluctuations in cash flows. The management BELRE  UAKEFRMHLDEELS
monitors the utilisation of bank borrowings and ensure compliance with loan MREREREEHzFE - EHEE
covenants, BERITERNDABER L EREFER
Rt o
The following table details the Group's remaining contractual maturity for its non- TRAMASYBEAEGF e ERE
derivative financial liabilities based on the earliest date on which the Group can be I EFHEENETESREER
required to pay. The maturity dates for other financial liabilities are based on the ANFAEE - BB EzHHA
agreed repayment dates. The table includes both interest and principal cash flows. BERETERHET - MERTERS
MEDERNZE -
Liguidity risk tables nEEEmEX
On Total Carrying
Weighted demand or undiscounted amount at
average less than cash flows 31.12.2014
interest rate | month I-3 AER R-B-RE
MELY  BEXED months BeNE t-R=t-H
Flz  -@AUT -Z=fA s ZREfE
% HK$'000 HK$'000 HK$'000 HK$'000

B TER TER TER TER

2014 Z2-|F
Non-derivative financial liabilities FTESREE
Trade payables ERESRE - 1,305 = 1,305 1,305
Accruals and other payables Ft AR AR RE = 18,624 10,894 29518 29518
19,929 10,894 30,823 30,823
L2EEERERLA
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6.  FINANCIAL INSTRUMENTS (Continueq) 6. SBMIELE)
Financial risk management objectives and policies (Continued) HEEREERNRBRK (£)
Liquidity risk (Continued) HEBEL R (E)
Liguidiity risk tables (Continued) REELEGER(E)
On Total Carrying
Weighted demand or undiscounted amount at
average less than cash flows 31122013
interest rate | month -3 KR RIE-=F
mERS  RERER months ReRE T-A=1-H
ME AT —E=fEA e ZEAE
% HK$000 HK$000 HK$000 HK$000

B TAL TET TR TAT

2013 ~B-ZF

Non-derivative financial liabilities FiEERaR

Trade payables ERESKE — 2767 102 2869 2869

Accruals and other payables FERT R R E AR IR — 14,158 9,361 23519 23519
16925 9463 26388 26388

Fair value measurements of financial instruments SRMIBECATEHE

This note provides information about how the Group determines fair values of ARt EEAERNNEEZES

various financial assets and financial liabilities RHEAELSREBEZATEZER
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FINANCIAL INSTRUMENTS (Continued)

Notes to the Consolidated Financial Statements

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

Some of the Group's financial assets and financial liabilities are measured at fair
value at the end of each reporting period. The following table gives information

about how the fair values of these financial assets and financial liabilities are

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

determined (in particular, the valuation technique(s) and inputs used).

6. EWIA#)

EMIAZAVENE (8)
REEHEENULAFEIBZEAZAE
BEERZBREZLTFE
AEEHBHEREENERABENES
BARERVEFE - TREHBBAD
ETZFeREENERABIAY
HENRAERZBETERZ2H)Z

B} o
Fair value as at
BUTEH 2 ATE
31.12.2014 31122013 Fair value  Valuation technique(s)
Financial assets/financial liabilities “E-IF ZE-=F hierarchy ~ and key input(s) Significant unobservable input(s)
ERHEE/SRAR tZA=1-H TZA=t-H DVERE HEFERERZY EXELRESY
Financial assets at fair value Listed equity securities Listed equity securities  Level | Quoted bid prices in an active market N/A
through profit or loss - HK$266,528,000 - HK$599,317,000 -0  REBRTEZEARE TEA
BRATEFABRZ SREE ERRARS EBRAES
- 26652800087 - 599317,000%7
Derivative financial instruments N/A Liabilities - Level 3 Black Scholes Option Pricing Model with the  Equity value of HK$5,780,000
fTEeBIE TER HK$19,220,000 F= key input of equity value, expected volatility, for the year 2013 (note)
BE- expected life, risk-free rate and dividend yield “T-CEEEAE
19,220,000 7C HIR-SRENEEERALTE2EA 578000087 (i)

Note: An increase in equity value used in isolation would result in increase in fair value
measurement of the derivative financial instruments, and vice versa. A 10% increase/
decrease in equity value holding all other variables constant would increase/decrease

the carrying amount of derivative financial instruments by HK$578,000 for the year

ended 3| December 2013.

There were no transfers between Level | and 2 during both years.

EAfE BHRE EHEH BERAN
ERRBKEE

B BEREEMBEEERITESRIA
ZAFEEEN - RZIFR  FEFT
BEMBERETEZERT B
BN/ R I0%HEHBE=F—=
F+ZAZT-BLEFEZ4SH
TEZREELM, F2578000%

7o
RREFE  F-REE _HEALE
&1
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6.  FINANCIAL INSTRUMENTS (Continueq) 6. SBMIELE)
Fair value measurements of financial instruments (Continued) SRMIAZANFENE (&)
Reconciliation of Level 3 fair value measurements of financial assets (liabilities) PHEEBE)ZE=FRLAFHEHFEZ
£
Investment in
Call option/ convertible
Put option instruments
REhe/ ®E
RobHE AARIA
HK$'000 HK$'000
TAT TAT
At | January 2013 NZE—=F—H—H (17,332) —
Purchase BE — 20,000
Disposal & — (19,900)
Realised loss in profit or loss BazRERER - (100)
Unrealised loss in profit or loss Bz AERER (1,888) —
At 31 December 2013 RZE-=F+-A=+—H (19,220) —
Gain on derivative financial REBOR
instruments upon early termination TSI Az G 19,220 —
At 31 December 2014 RZZE-—WE+_-_A=1—H — —
Fair value of the Group's financial assets and financial liabilities that are not WHEE N REUR FEFTEZAE
measured at fair value on a recurring basis EBzHEEREHMEEZ A FE
The management of the Group estimates the fair value of its financial assets and AEEERECATRRERAITE
financial liabilities measured at amortised cost using the discounted cash flows A EREHEKATECeREERS
analysis. REBEZATE -
The management of the Group considers that the carrying amounts of financial AEEERBERR  EESMBMAR
assets and financial liabilities recorded at amortised cost in the consolidated RUABEKAS Rz eREER SR A
statement of financial position approximate their fair values. B2 REE  BEATERE -
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For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

FINANCIAL INSTRUMENTS (Continued)

Fair value measurements of financial instruments (Continued)

Reconciliation of Level 3 fair value measurements of financial assets (liabilities)
(Continued)

Fair value measurement and valuation process

The chief financial officer of the Company is responsible to determine 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 | inputs are not available,
the Group engaged third party qualified valuers to perform the valuation. The
chief financial officer works closely with qualified external valuers to establish the
appropriate valuation techniques and inputs to the model. Chief financial officer
reports to executive directors semi-annually to explain the cause of fluctuations in

the fair value of the assets.

The Group uses valuation techniques that include inputs that are not based on
observable market date to estimate the fair value of derivative financial instruments.
Note 29 provides detailed information about the valuation techniques, inputs and
key assumptions used in the determination of the fair value of derivative financial

instruments.

SEGMENT INFORMATION

The Group's executive directors are the chief operation decision makers as they
collectively make strategic decisions towards the Group's operations based on
nature of business. During the year ended 31 December 2014, the Group started
trading of wine business and executive directors considered this is a separate
reportable and operating segment to the Group. However, operation regarding
property investment in Hong Kong was discontinued due to the disposal of the
related subsidiaries. During the year ended 3| December 2013, operation regarding
the atomizing cigarettes was discontinued due to the disposal of certain Group's

Assets (details as set out in note | 1).

SRIA#@)
EMIAZAVEFE (8)
EHEERE)ZE=RAFETEZ
Hik (&)

A FEERIGEES
ARAZHBRERRBERAYENE
BRZGENERZH -

EfHEERRBEZAFER  KA&E
BUEERARENHAE - AL ES
—HMZBBZBERT  AEEREE=
TEERETEE BB EERAER
MNEHEMERAE  UWRIEAER
ZEETERZH - MBRES¥FR
HOTEZETER BBEELATENR
BREA -

AREFERGHETA(BELFFERATE
EmEBE 2B UG ITESMTA
ZRVE -MEVHNEBEEITES
BIARYEMAZGERE BAE
REERRZFE -

HARAEERTESARAREEBLE
HASEZEFELHRBRT  HEER
TERERRE -BE_T-NF+Z
A=t—RALFE A£EREIEE
BEXT HOESRALEBARL
SEZBIZRREEDE - AN A
BRBEBZNEREEHR L EMREM
BRAMEREL RBE-FT—=F
TZA=+t-BLFE AEBLEZ
BERHEETARERSTEEME R
RAE(FHBEERIEE 1) -
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

7. SEGMENT INFORMATION (Continued) 7. DEERE)
The segment information reported below does not include any amounts for the TXREZHPEERUI T BREREE
discontinued operations, which are disclosed in note | I. EEBEMBE(RME 1RE)
The Group's reportable and operating segments in its continuing operations under REFRBEEAVHREELEDFEHFZE
HKFRS 8 are therefore as follows: BRBEDENT -
(2)  health care products, which are mainly represented by ginseng products ) REER TEZAAZER
(b)  pharmaceutical products, which are mainly represented by licensed (b) BEER FEARREEY

medicines

(c)  securities trading and investments () BEXHREE
(d)  money lending d) EX
(e) trading of wine (e) HEEEE
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SEGMENT INFORMATION (Continued)

Segment turnover and results

Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

The following is an analysis of the Group's turover and results by reportable and

operating segments.

For the year ended 31 December 2014

PEER )
PRERERER

AT REERREE

BREE DM -

)

NRZAEEZR

BE—F-HF1T-A=1—-HIL¥E

Securities
trading and
Health care  Pharmaceutical  investments Money Trading
products products EERE lending of wine  Consolidated
REER EBHER ERE &% HWEEEER At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THR TR TR TR TR TiEgn
Continuing operations BELEEH
Segment turnover PEEXE
Sales of goods HEEm 2716 20296 = = 10,260 3N
Change in fair value of financial assets BATEABHLZ
at far value through proft or loss SREE/LTES - - 451,999 - - 451,999
Dividend income REMA = = 711 = = L
Interest income from loans receivable FWER 2 FEMA - - - 7528 - 7,528
2716 2029 452,710 7518 10,260 493,510
Segment (loss) proft HRE(BR)EN (15481) 2,13 452,581 6,904 470 47610
Other income HEgA 19,967
Change in fair value of derivative fEeRIAY
financial instruments NFEEY 19220
Unallocated corporate and AARRAAR
other expenses it (98,048)
Loss on disposal of subsidiaries HENBLR ER (10390)
Profit before taxation A&
(continuing operations) (BEOZEEK) 378359
2EEBRERQA
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

7.  SEGMENT INFORMATION (Continued) 7.
Segment turnover and results (Continued)
For the year ended 31 December 2013 (restated)

PEER(E)
DPEERBRER (B)
BE-F-ZF+-F=1+—HILFE

(EJ])
Securities
trading and
Health care  Pharmaceutical  investments Money
products products BHEZH lending  Consolidated
REER  BEEm rEE B a5t
HK$'000 HK$'000 HK$'000 HK$000 HK$'000

TR THT TR TR THET

Continuing operations BELSEER
Segment turnover PEEER
Sales of goods HESM 762 19433 — — 20,195
Change in fair value of BATEGFABRZ

financial assets at fair value PREEZ

through profit or loss — - 169,772 — 169,772
Dividend income REWA — — 655 — 655
Interest income from EKERZ

loans receivable FEWA — — — 1,660 1,660

762 19,433 170,427 1,660 192,282

Segment (loss) profit DR (BE) &R (2553) 1,606 170362 760 170,175
Other income Hip A 3,754
Change in fair value of derivative ~ $THSBITAZ

financial instruments ATEES (1,888)
Unallocated corporate and AABRAR

other expenses Hith s it (24022)
Gain on disposal of subsidiaries HERB QR 2 6,078
Profit before taxation BRI A

(continuing operations) (BEREXHK) 154,097
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

SEGMENT INFORMATION (Continued)

Segment turnover and results (Continued)

Segment turnover from continuing operations includes proceeds from sales of
goods, change in fair value of financial assets at fair value through profit or loss
(excluding derivative financial instruments), dividend income and interest income

from loans receivable.

Segment (loss) profit represents the loss from/profit earned by each segment
without allocation of other income, change in fair value of derivative financial
instruments, (loss) gain on disposal of subsidiaries and unallocated corporate and
other expenses. This is the measure reported to the chief operating decision maker

for the purposes of resource allocation and performance assessment.

PEER )

DPEERBRER (B)
TEEERB IO BRELEERHEER
mATRE  RAFEFARSEZER
BE(TBRENEERIA)ZATER
g BERARBRERZFEMA -

PRBRVENESDEEEZER/
FIRER @A ARt RO B EBEA -
MTESBIAZATEED HENWE
RAlZ(BR)RERADELRREM
X AT REERREZ R
N NEDERERKFERS
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Notes to the Consolidated Financial Statements

e MR mAR MG

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

7. SEGMENT INFORMATION (Continued) 7. SEERE)
Segment assets and liabilities THEEENRERE

The following is an analysis of the Group's assets and liabilities by reportable and

operating segment:

NTRREREBEDRZAEBEE

FEEZDH

As at 31 December 2014 R-FE-PmEL=F=+—H
Securities
trading and
Health care Pharmaceutical  investments Money Trading
products products ~ EHRS lending of wine ~ Consolidated
RiERm BEER kRE 8% HWEEEE At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEn TiEn TiEn TiEx TiEn
ASSETS &E
Segment assets PEEE 41,801 5,052 560,778 137,497 205 755,333
Deferred consideration EERE 69,849
Property, plant and equipment EN 1,375
Other receivables Hip R 1,678
Bank balances and cash BITEBRAS 83,697
Consolidated total assets FREEGE 911932
LIABILITIES 8&
Segment liabilties PERE 18902 14474 — 316 - 33,692
Other payables EftENRE 4297
Taxation payable 58 36,638
Deferred tax fiabity EEHBRR 14723
Consolidated total liabities GaREgE 89,350
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7.

SEGMENT INFORMATION (Continued)
Segment assets and liabilities (Continued)
As at 3]/ December 2013 (restated)

Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

7.

PEERE)
PREERAR (4)
R=F—=#1=A=1—H(KE3)

Securities
trading and
Health care  Pharmaceutical  investments Money
products products BHEZXH lending  Consolidated
RigER  BEEM k&EE EXN At
HK$'000 HK$000 HK$000 HK$'000 HK$000
TET TR TR TR TR
ASSETS BE
Segment assets NEREE 26,164 16,391 601,320 90,474 734349
Assets relating to PSR FEEEBER
discontinued operation ZBE 141,141
Deferred consideration BERE 166,444
Property, plant and equipment ME - BERRE 2052
Other receivables Hih e BRI 1,851
Bank balances and cash PITERERSE 37614
Consolidated total assets HEEERH 1,083451
LIABILITIES af
Segment liabilities HEAE 4,084 15,161 — — 19,245
Liabilties relating to EHER R EXBER
discontinued operation = 820
Derivative financial instruments fTEERMIA 19,220
Other payables Hith 16715
Taxation payable e FiIE 41577
Consolidated total liabilties RARERE 97577
L2EEERERLA
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 3| December 2014 HEZE—NFE+-A=+—HIFE

7.  SEGMENT INFORMATION (Continued) 7. 28ERE)
Segment assets and liabilities (Continued) PHEEERARG (&)
For the purpose of monitoring segment performances and allocating resources BEESBEIEZPERRNEROE

between segments:

. all assets are allocated to reportable and operating segments, other than o FABENREZEHEE
certain property, plant and equipment, certain other receivables, deferred HE :FfIf’%i Jﬁ?ﬁz}%& R E:F/H\
consideration and bank balances and cash. f YRR  RER B RIRITH
SRR BRI o
. all liabilities are allocated to reportable and operating segments, other than ° FEABEIREZHLELH B
derivative financial instruments, certain other payables, taxation payable and HITESRITE BETEMERK
deferred tax liability. B EANRERELEHBEEER
B o

DRAGONITE INTERNATIONAL LIMITED
2014 Annual Report

92



SEGMENT INFORMATION (Continued)

Other segment information

Amounts included in measure of segment profit or loss or segment assets:

For the year ended 3| December 2014

Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

7. 2EER#E)

Hitn BEH
BENGENRENAERANBEE
A

HE-F-MOF1+-A=1—-HILFE

Securities
trading and
Health care  Pharmaceutical  investments Money Trading
products products RHEE lending ofwine  Unallocated ~ Consolidated

REEm BEER E A% ®EERAE il &e
HK$000  HK§000  HK$000  HK$000  HKS000  HK$000  HK§'000
TR TER TER TER TER TER TR

Continuing operations

Addition to property, plant
and equipment

Depreciation of property,
plant and equipment

Amortisation of prepaid
lease payments

Allowance for obsolescence
inventory

Allowance for bad and

doubtful debts

Loss on disposal of property,

plant and equipment

FELEXEY

nF BELEE
e
ER T E G
il
BNREFEL
B
RiFEL

it

RERK

it
HEWE - BRER&E
bR

127 4013 - - - 1,656 5,79
211 1,089 - - - 179 3379
85 - - - - - 85

12 - - - - - 12
73 1,039 - - - - 1,812
104 5 - - - 260 369

L2EBEBRERAA
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

7.

SEGMENT INFORMATION (Continued)

Other segment information (Continued)

For the year ended 31 December 2013 (restated)

7. PEERG)
Hin &N (8)
BE-F-=ZF1-A=1—-ALFE

(HEEZ])
Securities
trading and
Health care  Pharmaceutical  investments Money
products products #HEE lending  Unallocated ~ Consolidated
REER B2En RiE EX AR A
HK$000 HK$000 HK$000 HK$'000 HK$'000 HK$'000
TR TR TR TR Thr Thr
Continuing operations RELERK
Addttion to property, plant UERL TG
and equipment AR M 3657 —~ — — 3891
Depreciation of property, nx - BERRRE
olant and equpment & 2054 %5 — - ) 24
Amortisation of prepaid lease payments  B1EEFE & 84 - - - - 84
Allowance for obsolescence inventory B E 7 &R — 2461 — - - 2461
Allowance for bad and doubtful debts ~ REHHE(E - 380 - - - 380

Turnover from continuing operations on major products

RETREMPECERBCEXE

2014 2013

—B-mE —F-=F

HK$'000 HK$'000

TER TET

Health care products N 2,716 762
Pharmaceutical products BHER 20,296 19,433
Wine products BEBED 10,260 —
33,272 20,195
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

7. SEGMENT INFORMATION (Continued) 7. SEERE)
Information about major customers BREEEFZER
Included in the turnover arising from sales of pharmaceutical products of HAKREHEREER EESR
approximately HK$20,296,000 (2013: approximately HK$19,433,000) are turnover #120296000%8 (= & — = F£: 4
of approximately HK$ 9,404,000 (2013: approximately HK$ 7,428,000) which 1943300087 ) ARKERAEEZFAE
arose from sales to the Group's largest customer. PEITIHE 2 & K 549,404,000787T(=

T—=F  §1742800058 ) °

No other single customer contributing over 10% of total sales from continuing (ZE-E-NER-T—=ZF+-A
operations of the Group for the year ended 31 December 2014 and 2013. ST-HUEFE BEEME-XFMH
AEERBREXHBHERR 10%

Geographical information WEER
The Group's revenue from continuing operations by location of operations and its REBUEBEMOMZ KEHEEL
non-current assets by geographical location of the assets (excluding financial assets) BEBIBBZNNEETRENKE
are detailed below: E)VMBUENMZERBEE BRI
3 ANNE
Revenue Non-current assets
& FRBEE

2014 2013 2014 2013

—B-mFE —T-=F ZB-mF _—T-=F

HK$'000 HK$'000 HK$'000 HK$'000

TR TRT TR TRT

PRC i 21,642 20,195 30,749 35,465
Hong Kong e 471,868 172,087 1,375 140,000
493,510 192,282 32,124 175,465
8. OTHER GAINS AND LOSSES 8. EHitBE

2014 2013

—E-RE “E-=F

HK$’000 HK$'000

T&T TR

(restated)

(e E5))

Continuing operations RECEXEY

Gain (loss) on derivative financial instruments eI A W (EE) 19,220 (1,888)
Allowance for bad and doubtful debts RERRBE (1,812) (380)
Loss on disposal of property, plant and equipment HEME  BEREEEE (369) —
(Loss) gain on disposal of subsidiaries (note 32) HERB R Rz (B8 ) e (B 32) (10,390) 6,078
6,649 3810

2EEBRERQA
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

9. INCOME TAX EXPENSE 9. FBHXH
2014 2013
—E-pmF —T-=f
HK$'000 HK$'000
TERT FET
Continuing operations BELERE

Hong Kong Profits Tax EENED 36,491 -
PRC Enterprise Income Tax Bl R PTG 749 1,147
Deferred tax charged BEMEHER 14,723 —
51,963 [,147

Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable profits. ERBNEBIRMA ST BRI G2 16.5%

sHER -

No Hong Kong Profits Tax was payable by the Company or its subsidiaries ARASHEREBEE LB ARLE

operated in Hong Kong for the year ended 31 December 2013 since they had no ERERBGEHN  HBEE-T—=

assessable profit. TZA=tT-BLEFEIREIMENZ
EHEFIEH -

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law') and BREPBEGEMENE ( [REMEH

Implementation Regulation of the EIT Law, the tax rate of the PRC subsidiaries is %) REFRABBUEERGD - 8=

25% from | January 2008 onwards. ZENF-A—HE HERBAFZ
FAS B R /3525% ©

The applicable income tax rate is changed to 16.5% for the year ended 31 AR AEEAR D LBEBINEBE

December 2014 as the majority of operating activities of the Group were carried in 1 WEE-T-NFE+ZA=+—H

Hong Kong. IEFEERMENEER65% °
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INCOME TAX EXPENSE (Continued)

Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

9. MEBxHE)

The income tax purpose can be reconciled to the profit before taxation from FeEMEEABEREMEZEKRERY
continuing operations per the consolidated statement of profit or loss and other SIE R BEI  B AR M E RN T ¢

comprehensive income as follows:

Profit before taxation from continuing operations

Tax at Hong Kong Profits Tax rate of 16.5%

(2013: PRC income tax rate of 25%)

Tax effect of expenses not deductible for tax purpose

Tax effect of incomes not taxable for tax purpose

Tax effect of tax losses not recognised
Tax effect of deductible temporary

difference not recognised

Utilisation of tax losses previously not recognised

Utilisation of deductible temporary difference

previously not recognised
Effect of different tax rates of subsidiaries

operating in other jurisdictions

Income tax expense from continuing operations

2014 2013
—E-mEF “T-=F
HK$'000 HK$'000
FET THET
(restated)
(E=51)
RERBLEEB TR 378,359 154,097
BEBGHE 165%:t 82 FiE
(Z2—=F : PEIFAEHIE25%) 62,429 38,524
AR X HEHBE FE 5,383 472
BRARM L WMAHREA ZE (6,878) (7,447)
ARAREBBHBEC X E 3,448 6,457
AR MA R ETE
HHBE R E 301 710
BATAABERLREBEEE (12,985) (474)
PRLAARERZ
AIRE R ER — (37,095)
REM RNEREE & £ B AR
METRFE 265 —
RERBREEBZMEHAX 51,963 1,147
L2EBEBRERQAF

2014 £ 8
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

INCOME TAX EXPENSE (Continued)

The Group has deductible temporary difference on allowance for doubtful debts
on trade receivables and other receivables, allowance for obsolescence inventories
and impairment loss in respect of property, plant and equipment of approximately
HK$89,020,000 (2013: approximately HK$329,498,000) as at 3|1 December
2014 and unrealised losses on held-for-trading investments of approximately
HK$1,771,000 as at 31 December 2013, which is carried forward indefinitely. No
deferred tax asset has been recognised in relation to such deductible temporary
differences as the directors of the Company is not certain when taxable profit will

be available and the deductible temporary differences can be utilised.

At the end of the reporting period, the Group has estimated unused tax losses
of approximately HK$237,650,000 (2013: approximately HK$452,809,000)
available for offset against future profits. No provision of deferred taxation has
been recognised in respect of the tax losses due to unpredictability of future profit

streams.

The expiry of unused tax losses was as follows:

FredX ()
AKEFENE 5 HRIE & E Y ARE
IARERE BHEEERE REED
¥ BERRECERDLAEHEER
R-ZE—ME+-_A=+—BHANHE
RS M Z 8E4989,020,000 B T(ZF—=
F 1 43294980008 7C) - MR =T —=
F+RA=T-BAREEERBIRE
FEBREEAD7710008TT - ARAK
AEEETRTEMREERT RN
AR SH AT IR T B e 2 58 - W BE3Z
FRHRER M ERRRELHEEE
RBEHR  AEEEFAAEREARE
E518 40237650000 BT (ZT—=F : 4
452,809,00078 7T ) A K S5 R AR A o B
RATEFEATER - RO ERTES
BREREEHIERE -

RERBREEEREENOT :

As at 31 December

W+=-—A=+-—-H
2014 2013
—E-mE “T-=F
HK$°000 HK$'000
TAERT FAET
Year 2014 —T-mE — 31,624
Year 2015 —E-R%F 11,007 26,179
Year 2016 —E-RF 6,709 15,706
Year 2017 “E—+F 3,363 9905
Year 2018 —E-N\F — 7,075
Year 2019 —E-NEF 11,064 —
32,143 90,489
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

INCOME TAX EXPENSE (Continued) 9. FE#HXHE)

Other tax losses may be carried forward indefinitely. HibBiEE B EIREIAEE o

The following are the deferred tax liability recognised and the movements thereon UTARERAZEEHBEGERAEE
during the current year: & -

Unrealised gain
on financial
assets at fair
value through

profit or loss

BATHE
STARHEZ
tREEZ
RERWE
HK$'000
T
R-E-—=%—-A—Bk
At | January 2013 and 3| December 2013 —E-=%+-A=+—H —
Charge to profit or loss for the year FRMNGRER 14,723
At 31 December 2014 RZF-M&+ZA=+—H 14,723
2EEBRERQA
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

[0. PROFIT FOR THE YEAR FROM CONTINUING OPERATIONS

AEEFETERBREN

2014 2013
—g-mF T—=F
HK$’000 HK$'000
TER TR
(restated)
e
Profit for the year from continuing operations has AEEREBLEEBET
been arrived at after charging (crediting): EMBR(GEA) TIER -
Staff costs BIRX
Directors’ emoluments (note 12) U EACEAP))
— fees and other emoluments -HekEM#ME 24,119 4,858
Other staff costs HiETHX
— salaries, allowances and bonus —#e  REBRIEA 12,424 5678
— retirement benefits scheme contributions —RIRBFIFT 24T 1,571 1,197
38,114 11,733
Amortisation of prepaid lease payments ENBERIEHEH 85 84
Cost of inventories recognised as an expense (Note ) R AR 2 F &R A (M5 1) 21,736 12,678
Auditor’s remuneration 2 Gilen 1,750 1,700
Depreciation of property, plant and equipment ¥ BERRBZNE 3,379 2,741
Operating lease rentals in respect of land and buildings -3t RiEF 4L &L EEFHIE 10,563 4419
Advertising expenses (included in selling and BERAX(BRELER
distribution costs) (Note 2) LEBAN) (MEE2) 13,528 356
Interest income from bank balances (included RITEEERZ I EA
in other income) (RREEHEMBAN) (225) (50)
Imputed interest income from deferred consideration IEIE((E 2 & & F B IA
(included in other income) (BEEEMBAR) (19,655) (3,625)
Legal and professional expenses (included FEREERER
in other expenses) (BREEMRAXA) 8,505 6,309
Travelling expenses (included in other expenses) RERX (BREREMRXA) 8,736 -
Entertainment expenses (included in other expenses) JEBF 3 (BIEEEMAZA) 6,846 —
Donation B 10,880 880
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

PROFIT FOR THE YEAR FROM CONTINUING OPERATIONS

(Continued)
Notes:

(1) An allowance for obsolescence inventories of HK$12,000 (2013: HK$2,461,000)
included in the cost of inventories recognised as an expense which representing
certain slow-moving finished goods regarding pharmaceutical and health care products

(2013: pharmaceutical products).

(2)  Amount represented the advertising expenses on developing and promoting the

health care products.

DISCONTINUED OPERATIONS

On 14 August 2013, the Group signed an asset sale agreement with an
independent third party and the Group agreed to sell the business intellectual
property rights (primarily including copyright, patents, database rights and rights in
trademarks, designs, know-how, domain names and confidential information of the
Group's atomizing cigarettes business) together with the benefit of claims regarding
the business intellectual property rights and the records and other documents
relating to the above (collectively known as “Assets”) at a consideration of
US$75,000,000 (equivalent to approximately HK$581,250,000) (details as set out
in note 25). This disposal was completed on 23 October 2013. Based on the terms
of the asset sale agreement, the Group had undertaken that the Group will not
engage in atomizing cigarettes business after the completion of disposal for a period
of three years. The atomizing cigarettes business was presented as discontinued

operations upon the completion of disposal of the Assets.

On 21 January 2014, Nation Wealth Holdings Limited (“NWHL"), the wholly-
owned subsidiary of the Company, signed a sale and purchase agreement with
an independent third party and NWHL agreed to sell the entire equity interest
in and the shareholders' loan to CTL, a wholly-owned subsidiary of NWHL, at a
consideration of HK$140,000,000 in cash. The disposal was completed on 14 May
2014. CTL and its subsidiary were principally engaged in the property investment in
Hong Kong. Upon the disposal of CTL, the directors of the Company considered

that the operation of property investment in Hong Kong was discontinued.

10.

FEERBRERTEN
(%)
GEE

() HEEFEERE20008T (ZF—=
F:2461,00087) TABRBFEZ
CHEERAK  NEMEEERRRRE
Em(ZE—=F BEER) 2&
FHERAM

Q) SHEEHAERERREERNE
EHY .

BRIEREER
RZZE—=FN\A+WNA KEEHE—
EBUE=HE-HEAEHERE
MAREREHEXBNAER(FER
BASEBREL  RE BF - &
BEREMREE S5 FEAE -3
EREEERERN)EREAERDH
EEZRENGEURE EXEB R
KEMXH(RBIZEEE])  REA
75,000,000 3% 7T (48 & 7 47 581,250,000 7%
L) (FBHMINGE25) - ZEESHENZ
T-=F+AZFT=BFRK - REEE
HEMZZBR  AEEAFARLE
EEERA-FHBRTIENERLEE
BoBLEXBEZSEELETME
BIIRBKRIEE %S -

RZZ—MF—A=+—H " Nation
Wealth Holdings Limited([NWHL] » 7
ARZEMBAREBYE=F%EE
B NWHLREHERE2BMER
AICTLEHRERBRRER  REAR
# 140000000 T - ZHEFER_F
—MERATMATRK - CTLEENE
REFENZEBMERE - ARAAE
ERREBMEREBEBLBHECTLE
BAIL -
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 3| December 2014 HEZE—NFE+-A=+—HIFE

I1. DISCONTINUED OPERATIONS (Continued) . BRLEREERKE)
The (loss) profit for the year from the discontinued operations is analysed as BREREEB 2 AFEE(BR) RS
follows: W :
2014 2013
—B-mF —EB-=F
HK$'000 HK$'000
TER FET
(restated)
(ge=51)
Loss of atomizing cigarettes business for the year BILEEBFRNER — (62,455)
Profit (loss) of operation of property investment BERNERERD
in Hong Kong for the year FRRT (EE) 1,227 (32,333)
Profit (loss) of discontinued operations ERIEREEB RN (ER) 1,227 (94,788)
Gain on disposal of Assets (Note 1) HEREEEWE (M 1) — 550,319
Income tax expenses in relation to disposal of HEZFEEMEHAX
Assets (Note 2) (PBaE2) — (40317)
Loss on disposal of subsidiaries HERBARIER (5,958) —
(Loss) profit for the year from discontinued operations SR E 4% IFEE & %75 (B8 ) & A (4.731) 415,214

DRAGONITE INTERNATIONAL LIMITED
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DISCONTINUED OPERATIONS (Continued)

Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

The profit (loss) of the discontinued operations for the year ended 31 December

2014 and 2013 are analysed as follows:

ERIEEERK @)
HE_T-NFR-F-=F1ZA
St -BLEFEERIEEERB 2GRN
(BR)AHWT :

2014 2013
—E-mE —T-=F
HK$’000 HK$'000
T TAT

(restated)

(g=31)
Turnover EER 2,050 9910
Cost of goods sold SHE R — (5,624)
Other income Hp A — 45
Other gains and losses Hith B & — (36,776)
Distribution costs REER = (16,495)
Travelling expenses in relation to disposal of Assets ~ HHEZFEEBB 2 MR H — (11,065)
Directors' bonus EERA — (15,504)
Administrative expenses T (173) (7012)
Other expenses Hithx (650) (11,414
Finance costs MBGER - (853)
Profit before taxation 754 B 42 1) 1,227 (94,788)

Notes:

(1) All'the costs of the Assets were already expensed off in previous years and no related

costs of Assets were still capitalised in the consolidated statement of financial position

of the Group as at immediately before and at the completion date of disposal. Thus,

the gain on the disposal of Assets consists of the first instalment on the consideration
of US$50 million (approximately HK$387,500,000) and fair value of consideration

receivable of approximately HK$ 162,819,000 (as disclosed in note 25).

(2)  Amount represented the estimated profit tax arising from the sales of Assets in

respective countries in which the Group has registered the business intellectual

property rights.

() BFEEZMARAHERBAFE
SH BRSEETERBMRARE
BEASERESERKHEH A RE
ERAZRAUMBMRRERANER
BR-AY  HERFEEZUEE
EE RS B RN ES0,000,000% T

(#7387,500,000/87T) REWKKER

FEAT162,819,00087T (FKIF25H
B -

Q) 2BEERLEZSEE

(&
SR AEEE) MR
ELEZEENEH -

SECH
ZERE K
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Notes to the Consolidated Financial Statements
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B 75 SR AR Y A

For the year ended 3| December 2014 HEZE—NFE+-A=+—HIFE

DISCONTINUED OPERATIONS (Continued)

(Loss) profit for the year from discontinued operations included the following:

BRIEERK (&)
BERIEE2ZEXB2AFE(BR)RHE
EUTRE:

2014 2013

—E-QmF —EB-=F

HK$'000 HK$'000

T TR

Directors’ bonus EERA — 15,504

Staff costs 8IMY

— salaries, allowances and bonus —%e R RIEL — 4930

— retirement benefits scheme contributions RIRBRIET 214K — 365

— 5295

Cost of inventories recognised as an expense (note) R AR 2 FEKA (M3 — 5,624

Depreciation of property, plant and equipment ME  BERRBINE 8 |77

Operating lease rentals in respect of land and buildings T3 RIEF & ¥ MHNHEEFHIE — 1,687

Impairment loss in respect of other receivables Hib W FIEZRERE — 1,118

Loss on disposal of property, plant and equipment HEME  BERRELER — 58

Research expenses PR < — 8

Legal and professional expenses FERBEER 650 11,406

Gross rental income from investment property REMEZ BRERA (2,050) (4920)
Less: direct operating expenses from A EEAEEEERA

investment property that ZREME B
generate rental income for the year BERX 140 313
(1,910) (4,607)

Note: Included in the cost of inventories recognised as an expense for the year ended 3|

December 2013 was an allowance for obsolescence inventories of HK$3,333,000.

The Atomising cigarettes and property investment in Hong Kong operations
generated approximately HK$2,887,000 (2013: paid of approximately
HK$8,238,000) in respect of the Group's net operating cash flows, used cash flows
of approximately HK$3,838,000 (2013: approximately HK$524,000) in respect of
investing activities during the year ended 31 December 2014 and generated cash
flows of approximately HK$ 11,617,000 in respect of financing activities during the
year ended 31 December 2013.

DRAGONITE INTERNATIONAL LIMITED
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BRE « A S S BHE3,333,000 TREE =
T-ZHF+-A=+—BLEFEFA
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

DIRECTORS AND CHIEF EXECUTIVE’'S EMOLUMENTS 12.

The emoluments paid or payable to each of the eleven (2013: nine) directors and

chief executive were as follows:

ESRIETBAEME
ENSERT—R(ZE—=F: L&)
EERIBTRAEZHMOT -

Lam Liu Wong Total
Wong Chan Lam Lee Chung ~ Man Sum, Kwong Ho Chang Stacey 2014
YinSen  MeeSze  SukPing Kienleong  Honlk  YukLun Albert Sang  TakFun  Tatoel Marin  —5-M&
IZR KRR MAT  EE g) EER HER BR:X AEF BEE  RES &5t
HK$000  HK$000  HK§000  HK$000  HK§000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$000
Tén Tz TEr TRr fEr fEn  TEx TRz Tz TEr @ fER  TER
(note d) (notea) ~ (notec) (noteb) (note ¢) (notef)  (noteb)  (noteb)
(Htsd) (W) (W) (Kridb) (Weke) (WD (WD) (WD)
Fees #e - - - 100 - 180 10 180 10 80 80 1,100
Other emoluments £
Salres #ig 10 0 400 180 - - - - - -
Bonus (noteg)  fEAT () 10,000 = = = 10000 = = = = = — 20000
Retirement RICER
beneft scheme ital 2 17 17 = 9 9 1 § 12 4 4 102
10,597 1,049 71 500 10,189 189 252 186 252 84 84 U119

Notes: Lok

(@  Mr. Lee Kien Leong was appointed as executive director with effective from 2 () ZFRELIER-T-NFNLA-_RE
September 2014, ZERBITES -

(b)  Mr. Chung Yuk Lun resigned as independent non-executive director on 2 September b) EFBEER-_ZT-NEAR-BE
2014 and Mr. Chang Tat Joel and Mr. Wong Stacey Martin were appointed as EEVIERTES  MBEBELER
independent non-executive director with effective from 2 September 2014. BEREWEERZT—NFAR-AE

ZAERBIUIFNITES -

() Mr. Hon Lik resigned as non-executive director on 2 September 2014, (© BHEERZZ-—NEAAZBEIE
FMITES -

(d)  Mr. Wong Yin Sen resigned as executive director on 25 September 2014, d) IEREER-ZZE-NEAR=+I
HEHERTES -

(e)  Mr. Liu Kwong Seng resigned as independent non-executive director on 25 () BERERERZZ-NEAR=+H
September 2014. ABEBIIENITES -

0 Mr. Ho Tak Fun resigned as independent non-executive director on 30 January 2015. ® MEFEER-_E-—RE—-H="1H

BEBILIFTES -
(2 The bonus is determined having regard to the directors’ contributions in disposal of () RADEEESTURTEELEER

Assets.

fEHZ ERRETE °
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Notes to the Consolidated Financial Statements

ma

For the year ended 31 December 2014 HZE=F

2.

B 75 SR AR Y A

—mETZA=T-BLFE

DIRECTORS’ AND CHIEF EXECUTIVE'S EMOLUMENTS (Continued) 2. EERFETHRAEME(Z)
Lam Total
Wong Chan Lam Chung ~ Man Sum, Liu Ho 2013
Gary Drew Yin Sen Honlk ~ Mee Sze Suk Ping Yuk Lun Albert  Kwong Sang TakFun Z5—=F
Douges ~ TER g RER WRY  BER  MER  ERE W% &t
HK$000  HKPOOO  HKF000  HK$000  HKFOO0  HKS000  HKFOOO  HKE000  HKFOOO  HK$000
TEr  TEr  TEr  TEr  TEn  TEn  TEnr  TEn  TEn  TER
(note 3) (note b)
(Bfita)  (HiED)
Fees #e - - 40 - - 10 10 40 %0 1,000
Other emoluments Efeiie
Salaries ¥ 700 780 650 900 720 - - - - 3750
Bonus (note ¢) {EAL (Mfkc) - 7752 775 - - - - - - 15,504
Retirement benefit scheme iR RARF 5T 12 15 15 15 15 12 12 - 12 108
712 8547 8457 915 735 152 25 10 15 20362
Notes: Lok
(@  Mr. Gary Drew Douglas resigned as executive director on | November 2013. (a)  Gary Drew Douglas AR =E—=%F
T—-A—-RAREHRTES -
(b)  Mr. Wong Yin Sen is also the chief executive of the Company during the year ended b) FTEREEREE-Z-=5+ZA

31 December 2013 and his remunerations disclosed above included those for

services rendered by him as chief executive.

() The bonus is determined having regard to the directors’ contributions in completion

of disposal of Assets during the year ended 3| December 201 3.

DRAGONITE INTERNATIONAL LIMITED
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

EMPLOYEES’' EMOLUMENTS 13. EEME
Of the five individuals with the highest emoluments in the Group, four (2013: four) AREREERAMec A AL H
were directors of the Company whose emoluments are included in the disclosures PO (T —=F: Of) ARRRE
in note |3 above. The emoluments of the remaining individual for the year ended FEoHFEZHEDEN EXHF 1328
31 December 2014 were as follows: BEMN -HE-Z-—WNF+-_RA=1+—
AIESE BT —NATZBMemT :
2014 2013
—E-QE —E-=f
HK$'000 HK$'000
TER FET
Salaries and other benefits e REMET 1,020 1,020
Contributions to retirement benefits schemes RN FIET 24K 17 15
1,037 1,035
His emoluments were within the following band: HEHMEN A TR -
2014 2013
—E2-pE —F-Z%
No. of No. of
employees employees
EEHE EEHA
HK$1,000,000 to HK$ 1,500,000 1,000,000 7T £ 1,500,000 % 7T | |
DIVIDENDS 4. B2
2014 2013
—E-QF —E-=F
HK$°000 HK$'000
TER FET
Dividends recognised as distribution during the year ~ RANEEER B2 EAMRE -
2014 Interim — HK$2.25 per share —T-MERERE -8R225
(before the adjustment on number of shares BT (RBBITARE
outstanding upon bonus issue) EETRNBEETRAE) 476,888 —
L2EEERERLA

2014 £ 8

107



108

Notes to the Consolidated Financial Statements

ma

For the year ended 31 December 2014 HZE=F

14.

B 75 SR AR Y A

—MFE+-A=t—ALFR

DIVIDENDS (Continued)

On 7 August 2014, the directors of the Company declared an interim dividend
in respect of the year ended 31 December 2014 of HK$2.25 per share (before
the adjustment on number of shares outstanding upon bonus issue). The interim

dividend was paid to the shareholders on | September 2014.

No final dividend was paid or proposed during the year ended 31 December 2014,

nor has any dividend been proposed since the end of the reporting period.

EARNINGS PER SHARE
For continuing and discontinued operations
The calculation of the basic and diluted earnings per share attributable to the

owners of the Company is based on the following data:

14.

BRE&)

R-ZE-NENALH ARFAEXE
mENBE-T-NF+-_A=1—8
FFEEPHREER225B TR ET
ABRENERTRODBBLETRE) - F
HREER _T-NEFAA-BXNT

B
HE-Z-NET-A=+t—RHLFE
TERNIRERTRIRE - BRE
HIR A SR I B2 IR (AT PR,
BREF

FECERCRILRERY
ARREAARESRERAREERT
TRBU TEURR R -

Earnings EA
2014 2013
—B-ImF —E-=f
HK$'000 HK$'000
TRz TR
Earnings for the purpose of basic and diluted eamnings F{ERTE BREA R #E
per share (profit for the year attributable to BMZ BN (AT
owners of the Company) BAE ARG ARERET) 321,665 568,164

DRAGONITE INTERNATIONAL LIMITED
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mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

EARNINGS PER SHARE (Continued)

Number of shares

Weighted average number of ordinary shares for R ERERRES

the purposes of basic and diluted earnings per share &7l 2 LA INHEFI92

BREN#)
RO#E
2014 2013
—EF-nE —E-=F
'000 ‘000
R T
(restated)
(e &7))
1,059,750 1,022,223

The weighted average number of ordinary shares for the purposes of basic and
diluted eamnings per share has been adjusted for the bonus issue on |7 September

2014 and the bonus element of the rights issue on 7 February 2013.

No diluted eamings per share information has been presented as there were no

potential ordinary shares outstanding for the year ended 31 December 2014.

The computation of diluted eamings per share for the year ended 31 December
2013 did not assume the exercise of the Company's outstanding share options
during the year as the exercise price of those options was higher than the average

market price for shares for that year.

Rt BEEREAREERMN 2 L BN
BYHHERR -_Z-—NFNAATLH
ZARETR-_Z—=F_AtHzH#
AR ER ) MAETTHE -

MREE-F-MET-A=1+—HALt
FEMERTENBEERBR - KL
E2T| EREERFIEH -

AEEE-F-ZFTZA-t-HLE
FEZEBREERNTERRARAL
ATEBRERFNETHE RARS
B2 TEERR KR 2R FH
M5 ER -
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For the year ended 31 December 2014 HZE=F

5.

B 75 SR AR Y A

EARNINGS PER SHARE (Continued)

From continuing operations

—MFE+-A=t—ALFR

The calculation of the basic and diluted earnings per share from continuing

operations attributable to owners of the Company is based on the following data:

BREMNE)

REBELEXEK
AEARTHEEARERBERERBZ
BRERREERNDATHEERE
T

2014 2013
—Z2-QmF —T-=F
HK$'000 HK$'000
TRz TR
(restated)
(gE3)
Eamings are calculated as follows: BFZstEmMT
Profit for the year attributable to ARREAA
the owners of the Company AL ARE 5 7 321,665 568,164
Less: loss (profit) for the year from B ERIERERK
discontinuing operations AEREBECER) 4,731 (415,214)
Earnings for the purposes of basic and diluted Mt ERHELEEBER
eamings per share from continuing operations BEARREERT 2 BH 326,396 152,950

The denominators used are the same as those detailed above for basic and diluted

eamings per share.

From discontinued operations

Basic and diluted loss per share from discontinued operations is HK$0.01 per

share (2013: eamings per share of HK$0.50 per share as restated), based on the

loss for the year from discontinued operations of approximately HK$4,731,000

(2013: profit of approximately HK$4 15,214,000 as restated) and the denominators

detailed above for basic and diluted (loss) earnings per share.

DRAGONITE INTERNATIONAL LIMITED
2014 Annual Report
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

l6. PROPERTY, PLANT AND EQUIPMENT 6. W% BERRE
Furniture,
Leasehold fixtures and
Construction improvement Plant and equipment Motor
in progress Buildings BE  machinery i - vehicles Total

ERIE B  NRK#  HERERAE KERER nE L
HK$000  HK$O00  HK$000  HK$000  HK$000  HK$O00  HK§000
TR TR TEn TR TEn TEn TEn

cosT A
At | January 2013 R-Z-ZF-A-R 2653 36,192 4848 61,020 794 7956 119963
Exchange adustments BB 75 1,146 146 658 78 25 235
Transfer et (282) 282 - - - - -
Addtions HE 1975 - - 1792 132 - 389
Disposals HE - - - - - (116) (116)
Disposal of subsidiaries ~ tHi & B2 7] - - - (42641) (3923) (200) (46764)
At3l December 013 R=F-=F+-f=+-H 188! 40,160 4.9% 20829 3581 78% 79341
Exchange adiustments B FEE - (238) (40) (125) (12) (29) (440)
Transfer 2% (1,881) - 1881 - - - -
Addtions AE - - 8667 26 615 136 9634
Additions upon acquisition K EE1 B
of a subsidiary RARAE - - - - 148 - 148
Disposals e - - (79) - (261) (39) (109)
Disposal of subsidiaries (& MBA] - - (3839 (1578) (853) (3717 (10047)
At3l December 014 H=Z-ME+-F=+-H - 3990 10867 19,342 38 4,195 771,544
LREARERAT
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For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

[6. PROPERTY, PLANT AND EQUIPMENT (Continued)

l6. W% BERRE®)

Furniture,
Leasehold fixtures and
Construction improvement Plant and equipment Motor
in progress Buildings BE  machinery i - vehicles Total
ERIR BF X% HERME KERRA fE BE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEn TiEn TiEn TiEn TiEn TiEn

DEPRECIATIONAND  #iER

IMPAIRMENT LOSSES  B{EA#
At | January 2013 R-Z-=F-f-R - 17573 4521 57474 6773 5970 92311
Exchange adjustments [ J{ % - 620 9% 45 64 19 1429
Provided for the year R - 1838 187 477 200 19 2918
Fiminated on disposals {11 F5 %44 - - - - - (%2) (52)
Eiminated on disposal of {1 EHE

subsidiaries NG53R = - - - (641) (3923) (200 (46764)
At3l December 013 R=F-=F+-f=+-H - 2003 4806 15,76 3134 6110 49841
Exchange adustments % - (125) (19 (76) (1) (24) (255)
Provided for the year ~ F R - 1939 466 664 164 154 3367
Fiminated on disposals {11 B 44 - - (509) - (181) (29) {719)
Eiminated on disposal of {11 EME

subsidiaries NGl = - - @) (1578) (686) (2042) (4309)
At3l December 014 R-E-ME+-A=1-8 = 21,845 4741 14771 2420 4,169 47,946
NETBOOK VALUES ~ BREFE
At3I December 014 R-E-ME+-A=1-H - 18077 6,126 4571 798 2% 29,598
At3l December 013 R=F-=F+-A=+-H 188! 20129 188 5068 47 1,786 29499
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mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

PROPERTY, PLANT AND EQUIPMENT (Continued)
The above items of property, plant and equipment, other than construction in

progress, are depreciated on a straight-line basis at the following rates per annum:

Buildings Over the shorter of the terms of
the lease or 50 years
Leasehold improvement Over the shorter of the terms of

the lease or 50 years

Plant and machinery 9% - 20%

Furniture, fixtures and 18% - 20%
equipment

Motor vehicles 9% - 20%

Due to the Group's recurring loss resulted in health care products segment, the
directors of the Company conducted an impairment assessment of the Group's
buildings, which are allocated to health care products segment, with the carrying
amount of approximately HK$18,077,000 (2013: approximately HK$20,129,000).
The recoverable amounts of the buildings have been determined on the basis
of their fair values less costs of disposal. The fair values of the relevant assets at
the end of the reporting period were based on the valuation performed by an
independent professional valuer, Grant Sherman Appraisal Limited. The fair value
was determined by reference to the depreciated replacement cost approach, which
takes into account a market participant’s ability to generate economic benefits
by using the assets in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use. The fair value
measurement of buildings are categorised as Level 3 fair value hierarchy as at 3|
December 2013 and 2014. There has been no change to the valuation technique

during the year.

ME - BERRE®)
LM% BERRERR (ERIRR
SMNABEERIAT FRFEAE -

BF RIEKIF sk
ItEzBREE

MEMEEE RIBA)FH s
I+EZREHE

BV 1 9% = 20%

BRI~ 5 18% % 20%

B

AE 9% = 20%

ARTAEERBEQRIBEFERE K
AREEHIRZREER S ERE
BHI180770008 L(ZE—=ZF: 4
20,129,000 7T ) 2 A& BB F VA
B BFIUBEERATERLENK
ﬁﬁ%ioﬁ%ﬁ%%ﬁiﬂiﬂ”@
BREVEEGHEMPETEEARA
ﬁZﬁﬁﬁm°”¥@ﬁm%%%%E
ERATEME - ZAETRMIS2H
ENBESERAZRDREENELET
S-ERAERRBEREMB2HEE
z £ BFAFEMER-Z—=F
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For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

6.

PROPERTY, PLANT AND EQUIPMENT (Continued)

The following assumptions were used in determining the fair value of the buildings:

the estimated construction costs of approximately RMB800 - RMBI,700 per
square meter (2013: RMB800 - RMBI,700 per square meter); and

- depreciation factor of approximately 37% (2013: 35%).

There is no impairment on buildings recognised during the years ended 3|
December 2014 and 2013,

A slight increase in the depreciation factor would result in a significant decrease in
the fair value of the buildings and a slight increase in the estimated construction
costs per square meter would result in a significant increases in the fair value of the

buildings, and vice versa.

DRAGONITE INTERNATIONAL LIMITED
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mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

INVESTMENT PROPERTY 17. REME
HK$000
T
FAIR VALUE DV¥E
At | January 2013 R-E—=%—HF—H 175,600
Fair value changes recognised to profit or loss RiEGRRA L A TEE (35,600)
At 3| December 2013 NZF—=%+-A=1—H 140,000
Disposals & (140,000)
At 31 December 2014 RZZ-—ME+_-_A=+—H —
Unrealised gain on property revaluation included in profitor ~ BZEZZ—=4
loss, for the year ended 31 December 2013 tTZA=T—BILFE
(included in other gains and losses of TAER GFARRLE BHMZE)
discontinued operations) ZMEEMHRER WG (35,600)

The fair value of the Group's investment property at 31 December 2013 had been
arrived at on the basis of a valuation carried out on that date by Asset Appraisal

Limited, independent qualified professional valuers not connected with the Group.

The fair value were determined based on market comparison approach assuming
sales of the property interest in its existing state and making references to
comparable market observable transactions of similar properties and adjusts to
reflect the conditions and locations of the subject property 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 investment property, the highest and best use of
the properties is their current use. At the end of the reporting period, the chief
financial officer works closely with the qualified external valuer to establish the
appropriate valuation techniques and inputs into the model. Where there is a
material change in the fair value of the assets, the causes of the fluctuations will be

reported to the management of the Group.

There were no transfers into or out of Level 3 during both years.

ARER-_F-=F+ZA=+t—HZ
REMEFLTENBEENE B R
BBEUAEREEMEMTPHEEE
FTEERAERARNENBEZA A
meE °

AFEDERTHLEE  BREER
RATHENERES  Y2RAUDER
BhBmemBABEISMET - AF
HABEARBREETS A E 2R
NEZARRRME - ERE—FEHRH
fEE AL BEE -

G RENEZRATVER  NEZK
BERERERBAMAE REEH
R HBEERQERIMERENER
aff WRUBAER 2 BETERS
Yo MEEZATENREAEDH -
SRAKEEEEERNS < RA -

RREFE  F=REESAHEL -
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For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

[7.  INVESTMENT PROPERTY (Continued)

Information about fair value measurements using significant unobservable input

The following table shows the valuation techniques used in the determination of

fair values for investment properties and unobservable inputs used in the valuation

17. RENZEE)

FREREAREBESH 2 A VESR

=
TRETANEERENELFERE
A2 EENEARMGERRERA 2 8%

Valuation

techniques

HERE

BRE2¥ -

Unobservable

inputs

BERESH

Relationship of
unobservable

inputs to fair value
BEBRZBH
DNYEZBE

models.
Investment Fair value
properties held hierarchy
s REME AFERF
As at 3| December 2013
R-E-=f%

+=ZHB=+-H

Properties in Hong Kong Level 3

Direct comparison method based on
market observable transactions of

comparable properties and adjusted to

Location adjustment on
buildings adopting a discount

rate of approximately 10%

The lower discount on location
adjustment, the higher the

the fair value

reflect the conditions and locations of

the subject properties

The key unobservable input is:

(1) location adjustment

ENRUES F=H BERENRERERAEALENE . BF
ABENSRS - LIEHHREIN g
REBROE MR RAE
FEREBR2ER
(1) I EHE

The Group's investment property was held under medium-term leases in Hong
Kong. All of the Group's property interests held under operating leases to earn
rentals or for capital appreciation purposes were measured using the fair value

model and are classified and accounted for as investment property.
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For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

AVAILABLE-FOR-SALE INVESTMENTS

ARHERE

2014 2013

—E-mE —T-=F

HK$'000 HK$'000

FERx FET

Unlisted shares in overseas, at cost FEEMRAES  RRKE 294,250 -

The investments in unlisted securities relate to shares issued by two private entities,
in which the Group have shareholding of 2.71% and 4.71% and carrying amount of
HK$137,500,000 (2013: nil) and HK$156,750,000 (2013: nil) respectively, are held
for an identified long term strategic purpose. Both entities are principally engaged in
securities trading and investment and provision of financial services in Hong Kong.
The available-for-sale investments are measured at cost less impairment at the end
of the reporting period because the ranges of reasonable fair value estimates are so
significant that the directors of the Company are of the opinion that their fair values

cannot be measured reliably.

The management reviews the latest investees’ financial positions, observable data
such as net asset value per share and consequently considers no objective evidence
of impairment was identified at 3|1 December 2014. Accordingly, the directors of
the Company consider no impairment should be recognised during the year ended
31 December 2014.

ELETRABSREBARELEER
BTG - AEBEMERESR271%
K 471% B HE{E % A& 137,500,000% T
(ZF—=%: &) R 156750,000% 7T
(ZZE—=F:8) DARETRAKXE
BEMEE MEAEBOREEEEHR
EBLEERREULRESARE -
A HERERREBREZKARAE
FECMDEARGEAFEMIEELR
R UBARRAIZEERAEHALTEE

BRI SEATE

BEBWARIMARE DA BN
BREEFESFVERIER AL
BRBEBN _T-DNFT-A=1—
BRI HRE - Bt - ARAEZRR
BE_Z-NE+_A=+—-HLEE
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For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

19.  PREPAID LEASE PAYMENTS 19. ENEERE
The prepaid lease payments comprise: BRNEERERSE
2014 2013
—E-RE —Z-=f
HK$°000 HK$'000
TER FET
Leasehold land outside Hong Kong:; BB BE T -
Medium-term lease AR A 2,608 2,709
Analysed for reporting purposes as: HERE MWD
Current portion ENERER 7 82 82
Non-current portion FERNERE 7 2,526 2,627
2,608 2,709
The leasehold land is amortised on a straight-line basis over the remaining term of METHRBORIBRF AR EHEE -
the lease.
20. INVENTORIES 20. FE
2014 2013
—E-nE —Z-=f
HK$°000 HK$'000
TER FET
Raw materials JR# 18,110 2,121
Finished goods S m 2,909 2,768
21,019 4,889

R-E-—NFE+-_A=+—8 NK#%
W EREL59,1100008 T TEZ
BREEX2,09008T(ZT—=F
BB 8577 B B 18 49215,674,000% 7T
% - BRE{E4)4,889,000/87C) °

As at 31 December 2014, the carrying amount of inventories is approximately
HK$21,019,000 (net of allowance for obsolescence inventories of approximately
HK$59,110,000) (2013: carrying amount of approximately HK$4,889,000 (net of

allowance for obsolescence inventories of approximately HK$215,674,000)).
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FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

BRAVERARRZEREE

2014 2013
—E-mE —T-=F
HK$'000 HK$'000
TR TET
Financial assets at fair value through BRATEFABRL
profit or loss comprise: PREERRE
Held-for-trading investments RERSRBEZRE 266,528 599,317

Held-for-trading investments comprise of equity securities listed in Hong Kong and

their fair values are based on quoted market bid price.

Net realised gain of approximately HK$360,999,000 (2013: approximately
HK$21,394,000) on disposal of held-for-trading investments is included in change in

fair value of financial assets at fair value through profit or loss.

RERFARIREBENBELTZ

BAZES  KE 2D FEDERTSM
BENBET °

HERERZAR KRB B ERNE
FEEH360999000BTL(ZE—=F : )
21,394,000 70 ) st AR A FEF AB =
LERMEECATEEHA -
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For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

22. TRADE RECEIVABLES 22. BEWEZRE

2014 2013

—E-NE —E-=F

HK$'000 HK$'000

FER FET

Trade receivables JEUWE 5 BR1E 26,485 64,089
Less: Allowance for doubtful debts B REREE (24,126) (61924)

2,359 2,165

The Group allows an average credit period from 60 to 270 days to its trade
customers. The following is an aged analysis of trade receivables net of allowance
for doubtful debts presented based on the invoice dates, which approximates the

respective revenue recognition dates, at the end of the reporting period:

AEERFEESEFPEFHO0EL0
BZEEH - UTRABEHRRER

H(EXgWaERERRE) 252k
WESHRB(EHGRREER) 2Rk D

#r

2014 2013

—E-mE —E-=F

HK$'000 HK$000

FET THT

0to 60 days 0-60 A 2,071 1,955
61 to 90 days 61-90 B 103 175
91 to 180 days 91-180 B 147 25
181 to 270 days 181-270 A 38 10
2,359 2,165
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For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

TRADE RECEIVABLES (Continued)
The Group has policy of allowance for bad and doubtful debts which is based on
the evaluation of collectability and age of accounts and on management'’s judgment

including credit worthiness and past collection history of each customer.

Before accepting any new customer, the Group assesses the potential customer's
credit quality and defines credit limits by customer. Limits attributed to customers

are reviewed regularly.

The receivables with a carrying amount of approximately HK$2,359,000 (2013:
approximately HK$2,165,000) which are neither past due nor impaired at the
end of the reporting date for which the Group believes that the amounts are
considered recoverable because the receivables are related to a number of

independent customers that have good repayment records with the Group.

In determining the recoverability of the trade receivables, the Group considers
any changes in the credit quality of the trade receivables from the date credit was
initially granted up to the end of the reporting period. Accordingly, the directors of
the Company believe that there is no further credit provision required in excess of

the allowance for bad and doubtful debts.

22.

BWREZRAZ)
ARERE - EREREBHR %R
RIR A EE AR A E 1T 2 5T
NEREEEB ZHE(BREBUTFZ
ERRBREYIRCE) MHE

REMEAHZLH - AEEFEEF
ZEREZRRETEPEELR - A%
BEHENETEPZEERE -

REE#2359,008TL(ZE—=F: 4
2,165,000 7T ) 2 FEM IR R & B AR
BARBBATRAE  RNEEEEATYRE
ZoE RAREWHEREETEYL
BF ZEXPREASERERIFER
fsk -

RETRWE S KR 2 AIRE LR - &K
CETERNESREABERERER
EHEREMRZEMNEEERE L
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22. TRADE RECEIVABLES (Continued)

2. EWEZREE)

Movement in the allowance for doubtful debts RERE BT
2014 2013
—E-mF —Z-=f
HK$’000 HK$'000
T TAET
Balance at beginning of the year FNER 61,924 148,236
Impairment losses recognised ERARESE 1,812 380
Eliminated on disposal of subsidiaries HE B A BRI 8 (39,471) (89,958)
Exchange adjustments ERREEE:S (139) 3266
Balance at end of the year FUREERR 24,126 61,924

Included in the allowance for doubtful debts are individually impaired trade
receivables, which were either in the severe financial difficulties or overdue for a
long period time. The Group has made full allowance on these receivables and

considered that they are generally not recoverable.

RERBEERAENCEERENHR
FAHPREACERERKESKRE - X
SECHATRUTAREEE LR
REFFE RN

23.  LOANS RECEIVABLE 23. BRER
2014 2013
—E-mF —F-=F
HK$°000 HK$'000
TER FTAET
Unsecured fixed-rate loans receivable EEATSRRER 137,497 90,474

The loans receivable had contractual maturity dates between 2 months to a year
as at 3| December 2014 and 2013. The interest rate for the fixed-rate loans

receivable was 5% (2013: 5% to 12%) per annum.
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For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

LOANS RECEIVABLE (Continued) 23. EWERE)
The amount granted to individuals depends on management's assessment of ETAAZeBRTEEEHREPER
credit risk on the customers on background check (such as their professional, their ZEPINEEEE WA H LB
earnings or salaries and working position) and repayment abilities. The Group has M) REFRENTIGEEERBME - A&
policy for allowance of bad and doubtful debts which is based on the evaluation BRERE 2T E R - RO
of collectability and aging analysis of accounts and on management's judgment, UEEEEBHE (BIEEREPZREE
including the current creditworthiness and the past collection history of each client. BRBEUGREE)  REREERBE ©
In determining the recoverability of the loans receivable, the Group considers any RETERREFR 2 TRELE  A&H
change in the credit quality of the loans receivable from the date credit was initially ZEAEEE IR HEREHKRE
granted up to the end of the reporting period. Accordingly, the directors of the WETCEEEZ7FWEE - Bt K
Company believe that the loans are granted to borrowers with suitable high net RAESHE BEFRTAEEZIAA
wealth individuals and there is no credit provision required. HEFENERA BAELEERE -
There is no loans receivable which was past due but not impaired at the end of RBEMRTBEEREREBBAERK
reporting period and the directors of the Company consider that no impairment BE NABEEREEERE - EW
was necessary. There is no concentration of credit risk on loans receivable as the EFEERMEAEZEZER MU TE
exposure spread over a number of customers. H o
DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES 24, e ANREREMERTE
2014 2013
—E-QmF —E-=F
HK$°000 HK$'000
TER TET
Other deposits Hipize 1,417 L6
Deposits for legal and professional services FERBERBRSE — 1,268
Prepayments to suppliers HERBA IR 2,821 2,086
Other prepayments Hih AR — 28
Receivables from financial institutions (note) & B 18 R oE (P o) — 2,003
Other receivables H o FEURIE 289 5
4,527 7,001

Note: Amount represents the funds deposits to financial institutions for securities trading

purpose.

M ZREEARFRFANMTERNE
BEBZES -
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24. DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES (Continued)

24 Be ANREREAEKNE

(&)

2014 2013

—2-mF —Z-=F

HK$'000 HK$'000

TRT TRT

Other receivables Hth fEURFIR 289 16,638
Less: Allowance W BHE — (16,633)
Other receivables (net of provision) Hfth TR IE (R B4R ) 289 5

Movement in the allowance for bad and doubtful debts for other receivables HithEWBR B RERBREZEH

2014 2013

—B-RE —T-=F

HK$'000 HK$'000

TET TRT

Balance at beginning of the year FNER 16,633 36,128
Impairment losses recognised RRREER — I8
Eliminated on disposal of subsidiaries I B L A B 8 (16,585) (20,650)
Exchange adjustments RS (48) 37
Balance at end of the year FRER — 16,633

AERBEREMNCHECEBREN
BRESBREA 2 HBEKRE - &
SEEHAFTEBRIRATHEE -
W B A% EHE R E

Included in the allowance for doubtful debts are individually impaired other
receivables, which were either in the severe financial difficulties or overdue for a
long period time. The Group has made full allowance on these other receivables

and considered that they are generally not recoverable.
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DEFERRED CONSIDERATION 25. EEAE
As disclosed in note |1, the Group has disposed of the Assets at a consideration WHFITRE BE-_2—=F
of US$75 million (equivalent to approximately HK$581,250,000) during the year TZA=+—HLEFE  FEEEN
ended 3| December 2013. The consideration was paid in stages: an amount of 75,000,000 JL(#E & 1 #4581,250,000
US$ 15 million (equivalent to approximately HK$116,250,000) and US$50 million BLICRELEZEEE - RED
(equivalent to approximately HK$387,500,000) was paid during the year ended 3| Hi S 4 :15,0000003% Jt(H & B 4
December 2014 and 2013, respectively. Based on the asset sale agreement, the 116,250,000 7T ) % 50,000,000 % 7T (48
remaining US$ 10 million (equivalent to approximately HK$77,500,000) will be due & R #7387,500,0007 7T ) 2 FRIE 5 B R
for payment on the second anniversary of the completion date of disposal. The HE-_Z-NMEN_ZT—=%F+_AH
details of fair value on consideration receivable at initial recognition are disclosed as —t+t-HILEESN -BEEEHE
below: %5 # 8 T 10,000,000 7T (42 & B 47
77,500,000/ 7T ) 2 FE A SRR A 1 & 72
REBEE _BFRR - BRRERE
RERZ NFEFBERENT -
Fair value
Effective at initial
interest rate recognition
Amount per annum BHRERZ
£l BRER X NVHE
HK$'000 HK$’000
TER TER
Due first anniversary of the completion NHEZZEETK
date of disposal of Assets AHRE—BFIH 116,250 13.31% 102,595
Due second anniversary of the REEZEEETK
completion date of disposal of Assets A8 E _BFIH 77,500 13.41% 60,224
193,750 162,819

During the year ended 31 December 2014, an imputed interest income on

deferred consideration of approximately HK$19,655,000 (2013: approximately
HK$3,625,000) was recognised in profit or loss.

REEZE-_ZE-NF+-A=+—H
HEE BEREZHEFNBWA
4196550008 T(Z T — = F: 4

3,625,00078 7T ) R 1B iR ©
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For the year ended 31 December 2014 HZE=F

26.

27.

B 75 SR AR Y A

—MFE+-A=t—ALFR

BANK BALANCES AND CASH

At 31 December 2014, there were bank balances and cash denominated in RMB
amounting to approximately HK$ 18,686,000 (2013: approximately HK$14,012,000)
and carry interest at market rates which range from 0.001% to 0.41% (2013: 0.001%
to 0.36%) per annum. RMB is not freely convertible into other currencies. Other
bank balances and cash are denominated in Hong Kong dollars which carry interest
at market rates which range from 0.01% to 0.05% (2013: 0.01% to 0.06%) per

annum.

TRADE PAYABLES
Trade payables principally comprise amounts outstanding for trade purchases. The

normal credit period taken for trade purchases is 30 - 60 days.

The aged analysis of trade payables presented based on the invoice date at the end

of the reporting period is as follows:

26.

27.

BRITERRRS
RZZE-MFF+ZRA=1+—0" ' UAR
HEHEZ BITHEBR IS4 18,686,00078
TL(ZFE—Z%F: 4140120008 )
BEMSEFENT0001%E041%(=F
—ZF 0001%E036%) 5 B AR
T ERARBEMEY - HthiRITE
BRASUBITIHE  BTHEREN
F001%ZE005%(ZF—=%:001%%
0.06%) &t & °

ENEZRE
ENESREIERBRESIRBIAE
BeR-EHRBZ-KREEHR0E
60H °

ATREEZAHZTIN2RPRZE
NWESREZRERDT -

2014 2013

—E-mF “ET-=F

HK$'000 HK$'000

TER FET

0 to 30 days 0-30H — 6l
31 to 60 days 31-60H — —
61 to 90 days 61-90 H — —
Over 90 days but less than | year HBBORELR I F = 41
Over | year B F 1,305 2,767
1,305 2,869
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28. BErREREMEMNRE

2014 2013
—E-mE “T-=F
HK$°000 HK$'000
TER TR
Other payables H ity e BRIE 18,217 2414
Accruals FEATHR 5,710 7,703
Value Added Tax payable JERTIZER 5,293 6713
Receipts from the purchaser of Assets (Note) KEZZEEE R ZHR () 298 6,689
Deposit received from customers BEFERS: 7,042 7619
Deposits received from distributors Bl R Re 124 2,773
36,684 33911
Note: During the year ended 3| December 2013, US$1 million (equivalent to approximately M : RBEZT—=F+ZA=+—AHL
HK$7,750,000) was deposited to the Group by the purchaser of Assets for FE %EEEZERBNM,000000
reimbursement of all costs, fees, disbursements, charges, and taxes in connection with E71 (BHENL7,750,00087T) &

the disposal of Assets. As at 31 December 2014, approximately HK$298,000 (2013:

approximately HK$6,689,000) was yet to be utilised.

mE

£8 NIENEHEZSEERBZ
FAEmRA - B 267 WEXK
ME -RZE—HWE+=A=+-—
B #298,0008 T (ZE2—=F : £
6,689,000/87T) MAEIM -
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For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

29. DERIVATIVE FINANCIAL INSTRUMENTS

29.

fTEeMIA
2014 2013
—E-mE “T-=F
HK$'000 HK$000
THER FAET

Derivative financial instruments consist TEERIARE
of the following items: PATIER ¢
Call Option/Put Option REEERRE Rk EE

— 19,220

The terms of the option agreement are that (i) the independent third party (the
“Vendor") granted a call option to NWHL to require the Vendor to sell entire
equity interest in Chinese Medical Clinic (“Option Shares”) and to assign the
shareholders loans of Chinese Medical Clinic (“Option Shareholders Loans”) to
NWHL (collectively known as “Call Option"); and (i) NWHL granted a put option
to the Vendor to require NWHL to purchase the Option Shares and Option
Shareholders Loans (collectively known as “Put Option"). Chinese Medical Clinic is

currently wholly-owned subsidiary of the Vendor.
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DERIVATIVE FINANCIAL INSTRUMENTS (Continued)

The Call Option and Put Option are exercisable within 5 years from the 8 August
2011 conditional upon the completion of the Vendor's contribution of an interest
free loan or by way of equity of HK$25 million to Chinese Medical Clinic. As at 3|
December 2013, the Vendor's interest free loan to Chinese Medical Clinic is less
than HK$25 million and both Call Option and Put Option are not exercisable as
at 31 December 2013. The option exercise price is determined with the following

conditions:

. if Chinese Medical Clinic's audited results for the year ended 31 March 2012
or any accounting period subsequent thereto has not been released and

issued, the option exercise price will be HK$25,000,000; and

. if Chinese Medical Clinic's audited results for the year ended 31 March 2012

or any accounting period subsequent thereto has been released and issued,

— in the case of the exercise of the Call Option, the option exercise
price will be the higher of (i) HK$25 million; or (i) the lower of 10
times earnings before interest, taxes, depreciation and amortisation
(“EBITDA") or HK$75 million; and

— in the case of the exercise of the Put Option, the option exercise
price will be the higher of: (i) HK$25 million; or (i) the lower of 5
times EBITDA or HK$75 million.

The option exercise price of both Call Option and Put Option is finalised as HK$25

million during the year ended 31 December 2013 based on the option agreement.

29.

fTESMIAE)
RERELRDEREIR_F——FN
ANBRESFNTE  HAFEH R
Y AT A 250000008 T T EER
FUARAT T AZ BT &R AIE
E-HE_Z-—=F+_A=+t—H8-
EFRTEZIIANTHBERTR
25000000 7T ARBE-_T—=
TZA=t+—BREHERRLHES
PAATE - METHRERATERETE -

s WHEYHHE-ZT-—-F=A
ST-HIEFESEG 2 FAER
HEZEEREENRDMRE
i+ BIIEARE T8 B 7§ 425,000,000
BT R

s WHBPHBE_T——F=7
=t RUEFEIEREFME
MR RBELEEC DHREL

- IR - BRTRE
KRN TREE : (125000000
B RiNGRERTERE
31 & FI([EBITDA]) Z 1062
5750000007 T (BIEE ) :
&

- TR - HRETTRE

AR TESE © (125000000

B T S (iEBITDAZ 515 o
75,000,000 7T (BUYEE ) -

REMERS BZ2_T—=5+_A

—t—HIEFE  BEDELLAE
2 LT BT 25,000,000 7T °
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For the year ended 3| December 2014 HEZE—NFE+-A=+—HIFE

29. DERIVATIVE FINANCIAL INSTRUMENTS (Continued) 29.

During the year ended 31 December 2014, the Vendor and NWHL signed a
mutual agreement to early terminate the Call Option and Put Option without

bearing additional costs.

The movement of the Call Option and Put Option is set out below:

fTESMIAE)
BE_Z-—NE+-_A=+—-HLF
B BARNWHLETTE A3 &%
121 R R R R T AR A
B o

REHERDEREEPHIINT -

HK$'000

TRT

At | January 2013 RZZ—=%—HF—H (17,332)

Change in fair value NHEZE) (1,888)

At 31 December 2013 RZF-—=F+=-A=+—H (19,220
Gain on derivative financial instruments upon REKLITEEBTAKS

early termination 19,220

At 31 December 2014 RZE—NFE+-A=+—H

The fair value of Call Option and Put Option are calculated using the Black Scholes
Option Pricing Model at 31 December 2013. The inputs into the model were as

RBEHRRRAHMENRFER=-F
—:¢+*H*+—H%QMMﬁ—%

follows: R HETERAFE -BARAZ2
gt

Call Option and
Put Option
As at
31 December 2013
REHER
Ron HiE
RZE—=%
+ZRA=+—H
Exercise price 17618 HK$25,000,0007 7T
Equity value (note a) CENE(CREY HK$5,780,0007 1T
Expected volatility (note b) TRHR IR IE (Pt Eb) 25.26%
Expected life (note c) TEHFE (BT ) 2.6 yearst
Risk-free rate (note d) o e A (P d) 0.53%
Dividend yield AR B e 0%
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For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
Notes:

(@  The equity value is determined based on the discounted cash flow of Chinese Medical

Clinic as at the end of the reporting period.

(b)  Expected volatility for options is based on historical daily price movements of

comparable listed companies in the same industry over a historical period of 2.6 years.

() Expected life was the expected remaining life of the Call Option and the Put Option.

(d)  The risk-free rate is determined by reference to the yield of Hong Kong Exchange
Fund Notes.

During the year ended 31 December 2014, a gain on derivative financial
instruments upon early termination of HK$19,220,000 (2013: a fair value loss
of HK$1,888,000) arose in respect of the change in fair values of the derivative

financial instruments.
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

30. SHARE CAPITAL 30, RAE
Number Share
of shares capital
REBE B
’000 HK$ 000
TH’ TRT
Ordinary shares of HK$0.01 (2013: HK$0.01) each ~ EREE00I BT
(ZE—=F 001 BL)ZEBR
Authorised: ERE
At | January 2013, 31 December 2013 R-_ZE—=%—H—H8-
and 31 December 2014 “E-=F+-A=+-HK
—E-MFE+-A=+—H 100,000,000 1,000,000
Issued: BT
At | January 2013 RZE—=F—H—H 105,975 1,060
Rights issue (note i) AR (P EE1) 105975 1,060
At 31 December 2013 N-F—=F+-A=1+—H 211,950 2,120
Bonus issue (note i) AT R (BT i) 847,800 8478
At 31 December 2014 RZE-—NE+-A=+—H 1,059,750 10,598
Notes: Lok

(i) On 7 February 2013, the Company allotted and issued 105,974,992 shares by way
of rights issue at a subscription price of HK$1.00 per rights share on the basis of one

rights share for every one share then held.

(i) On 7 August 2014, the directors of the Company proposed the bonus issue on
the basis of four bonus shares for every one share then held. The bonus issue was
approved by the shareholders on | September 2014 and 847,799,936 bonus shares

were issued on |7 September 2014.

Al the shares issued during the year ended 31 December 2014 and 2013 rank pari

passu with the existing shares of the Company in all respect.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

SHARE-BASED PAYMENTS

Equity-settled share option scheme

Upon passing of an ordinary resolution on |7 December 2012, the Company
adopted a new share option scheme and whereupon the old share option scheme
adopted on 30 May 2003 was terminated, while the options granted under old
share option scheme are still exercisable until their expiry. The primary purpose of
granting share options is to provide incentives to participants, including executive
directors of the Company and its subsidiaries. Under the share option scheme of
the Company, the Board of Directors of the Company may grant options to eligible
employees, including directors of the Company and its subsidiaries, to subscribe for

shares in the Company.

The following table discloses movements in the Company's share options under old

share option scheme during the year:

31.

DRGBARER 2
DRSS 2 BRETE
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

31.  SHARE-BASED PAYMENTS (Continued) 3. URGDAERZARE)
Equity-settled share option scheme (Continued) DREZE ERESE(Z)
Number of
share options
asat
31 December 2013
Number of Number of Number of and
share options share options share options 3| December 2014
asat adjusted lapsed  R-E-=F
| January 2013 during 2013 during 2013 +=A=t-H Price per
Category of Date of share RoB-Z% R-B-ZF R=%-Z§ R-Z-0OF share option
participants options granted -A-8H fEaL %% TZA=1—-H Exercise period SRERE
SRENE REBREES  <BREHE <BREHE cBREHE  cBREHE TEER ZiT%E
(note i) (note iii) HKS
(HEE) (i) BT
Directors
£
Wong Yin Sen 9 January 2008 3259 - (3259) — I January 2008 to 10 January 2013 275958
IER —EEN\E —2Z)/\§-A1-H
—-AnA E-T-ZE-ATH
Hon Lk 9 January 2008 3259 — (3259) — 4 February 2008 to 3 February 2013 275958
)| —EEN\E —ZT/\§ZAMEA
—AnA E-T-=FZA=H
Pang Hong (note ii) 9 January 2008 2172 - 2172 —  [4January 2008 to |3 January 2013 275958
B (M) “EENE “ETN\5-ATMA
—AhH E-Z2-Z§-A+=H
Cheung Kwan Hung 9 January 2008 2172 - (2,172) — |1 January 2008 to |0 January 2013 275958
(note il ZEINF “2Z\§-AT-H
K% () —ANB EZ-Z%-A+H
Ding Xun (note i) 9 January 2008 2172 - 2172 — 22 January 2008 to 21 January 2013 275958
TR (i) “TENE “ET\§-A-+CH
—-AnA ECE-ZE-AC+-H
13034 —

DRAGONITE INTERNATIONAL LIMITED
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

31.  SHARE-BASED PAYMENTS (Continued) 3. URGOAEHZARE)
Equity-settled share option scheme (Continued) DREZE ERESE(Z)
Number of
share options
asat
31 December 2013
Number of Number of Number of and
share options share options share options 3| December 2014
asat adjusted lapsed  R-E-=F
| January 2013 during 2013 during 2013 +=A=t-H Price per
Category of Date of share RZB-Z§ RIB-Z§f R-B-=Ff R-E-0OF% share option
participants options granted -A-8H fEaL %% TZA=1—-H Exercise period SRERE
SRENE REBREES  <BREHE <BREHE cBREHE  cBREHE TEER ZiT%E
(note i) (note iii) HKS
(HEE) (i) BT
Employees (in aggregate)
EE (&)
9 January 2008 38233 - (38233) — 6 February 2008 to 5 February 2013 275958
i JAV:3 “ET\§ZAKH (Note iv)
—AnA E-T-Z£-A1R (Hf&Eiv)
8 February 2008 2172 695 (2867) — 17 March 2008 to 16 March 2013 244215
ZZTNF 2T \§=ATtH (Note iv)
ZATNE E-T-Z5ZA17A (Fitsiv)
28 February 2008 4345 1,390 (5735) — 27 March 2008 to 26 March 2013 244215
—EEN\E ZE2Z\F=A-1+A (Note i)
ZA=tNR ECE-ZEZACTRR (FitzEv)
5 June 2008 4345 1,390 (5.735) —  3July2008t0 2 July 2013 216018
—EEN\E —2E\FrA=H (Note iv)
~ARA E-T-ZHLACH (Fitsiv)
20 November 2009 10862 3476 (14338) — 20 November 2009 to 19 November 2013 58392
“EENE ZEENFT-AZTH (Note iv)
+—-A=tH ECE-ZE+-ATNA (Fir3tiv)
59,957 -
2EEBRERQA
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

31.  SHARE-BASED PAYMENTS (Continued) 3. URGDAERZARE)
Equity-settled share option scheme (Continued) DREZE ERESE(Z)
Number of
share options
asat
31 December 2013
Number of Number of Number of and
share options share options share options 3| December 2014
asat adjusted lapsed  R-E-=F
| January 2013 during 2013 during 2013 +=A=t-H Price per
Category of Date of share RoB-Z% R-B-ZF R=%-Z§ R-Z-0OF share option
participants options granted -A-8H fEaL %% TZA=1—-H Exercise period SRERE
SRENE REBREES  <BREHE <BREHE cBREHE  cBREHE TEER ZiT%E
(note i) (note iii) HKS
(GED) ) B
Others (note v)
At (RzEv)
6 May 2008 4345 1,390 (5.735) —  3June 20080 2 June 2013 202751
—EEN\E “2Z)\FRAZH (Note i)
AARHE E-E-=F/AZH (F3Eiv)
30 March 2009 32,586 10428 (43014) — 30 March 2009 to 29 March 2013 139.655
K3 ZEENE=R=1H (Note iv)
=A="H EZE-ZEZACTNA (FizEiv)
36931 —
Total 8% 109,922 —
Exercisable at the end
of the year
ERTTHE 109922 -
Weighted average
exercise price (HK$)
METETEE
(&%) 2454 NANER

DRAGONITE INTERNATIONAL LIMITED
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

SHARE-BASED PAYMENTS (Continued)

Equity-settled share option scheme (Continued)

Notes:

M

There is no vesting period for the share options granted except for 21,600,000 share
options granted during 2008 which are subject to a vesting period of three stages
with 33.33% of such options granted becoming exercisable on the first anniversary,
another 33.33% becoming exercisable on the second anniversary and the remaining
33.34% becoming exercisable on the third anniversary of the respective dates on

which the options were accepted.

Mr. Cheung Kwan Hung and Mr. Ding Xun resigned as independent non-executive
directors on 28 June 2010. Mr. Pang Hong resigned as an independent non-executive
director on 29 February 2012. Their share options are still exercisable after their

resignation.

The numbers of share options were adjusted upon the completion of the rights issue
on 7 February 2013.

The exercise price per share option was adjusted upon the completion of the rights

issue on 7 February 2013.

These are individuals who rendered consultancy services in respect of management
of the Ruyan atomizing cigarettes and securities investment to the Group. The Group
granted share options to them for recognising their services similar to those rendered
by other employees. The consultancy services rendered by the consultants include,
among others, coordination of potential investment projects and advise on potential
acquisition and corporate exercises. In the opinion of the directors, the consultancy
services rendered by the consultants are similar to those rendered by the employees.
Therefore, the fair value of the share options granted to the consultants was
measured by the same accounting policies as that of the employees in accordance
with HKFRS 2.

There is no grant of share options under new share option scheme.

URGBRER 2R E)

DREEE 2 BRETEI(E)
BisE

() HBEHZBREUVESEEH HR-F
T NFEFEE 221,600,000 8 AR
EREREMSBRERS =BT
0 33.33% K EABRERE —
BEUTE - BH333B3%FE2EB
BRERE_BAFTE MEH
3334% M EZRF AT o

iy RKEBEERTARZEERZ
%iﬁﬂ:+ﬂﬁ%&ﬁi#ﬁﬂ
EEoREBAER-T—Z-F_A
ZTNEBEBUERTES - FE
ZERER R SRR

iy BREHEEHEBRNR-ZT-Z=%ZA
AR &L A

vy BNEREZTEEREMR
*:ﬁ:ﬂtﬂﬁﬁéﬁﬁ%%°

(v) HIBEALTRRNEFZCEEERES
REMARERESARBZAL -
AEERAARSREBUEMES
R RBTMAKRSREBERE - Z
ERERREZFARBRE (EhB
) BRABCREEE REEBELKE
ME¥RAXRHEER -EERA/ - E
Rz HARBEUESRE 2R
BBt RTERBREZATE
BREFEMBREEUE R RRER

MMEBZ ERE IR -
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32.

(i) Disposal of CTL

DISPOSAL OF SUBSIDIARIES
Disposals during the year ended 3| December 2014

Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

32.

As described in note |1, NWHL disposed of the entire equity interest in
CTL at a consideration of HK$140,000,000 in cash to an independent third

party. The net assets of CTL and its subsidiary at the date of disposal were

as follows:

L&A
REZE-ZF-MFE+-A=t-HLHF
ELEER

(1)

HECTL

BB EE 1 AT - NWHL R B 32
EZHHECTLZIME  REA
3 £ 140,000,0007 Lo CTL R &
MBARREERREEFEN
T

HK$'000
TER
Net assets disposed of: HENTEBEEFE -
Property, plant and equipment ERN NS 3911
Investment property REME 140,000
Deposits, prepayment and other receivables Re  BAREREMEKRE 2,855
Bank balances and cash RITHEBEAE 12
Accruals and other payables JEATHRIE I HoAh P15 BR 1 (820)
145,958
Loss on disposal of subsidiaries: HEWB AR EE
Cash consideration WERE 140,000
Net assets disposed of EEEEFRE (145,958)
Loss on disposal of subsidiaries HENBARZEE
(included in discontinued operations) (GTABRIEEEER) (5,958)
Net cash inflow arising on disposal: HEEEZRERAFE
Cash consideration BeRE 140,000
Less: bank balances and cash disposed of " BHERITESRERS (12)
139,988

The impact of CTL on the Group's results and cash flows for the year ended

31 December 2014 are disclosed in note | 1.

DRAGONITE INTERNATIONAL LIMITED
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32. DISPOSAL OF SUBSIDIARIES (Continued)
Disposals during the year ended 3| December 2014 (Continued)

(i

Disposal of Tre 29

Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

32.

During the year ended 31 December 2014, Chenlong Group Limited, a

wholly-owned subsidiary of the Company, disposed of the entire issued

share capital of Tre 29 at a consideration of HK$5,000,000 by cash to an

independent third party. Tre 29 and its subsidiaries principally engaged in

apparel and atomizing cigarettes business before the disposal of the Assets.

Tre 29 also acts as investment holding company. The net assets of Tre 29

and its subsidiaries on 30 September 2014 were as follows:

HEMRBLR (£)
REBZE-Z-NF+-A=+—-HLF
EHESEE)

(i) HETre 29
BE-Z-—WNE+-_A=+—
BEFEE ARAIZEWMEBA
8 Chenlong Group Limited kA
5000000/ L2 REREHE Tre
VZrHRET-—EBLE=
7o ZEEELER  Tre 29 H
MERABFENERMRELE
¥ o Tre 9 MAREERAR -
Tre 9 REMBRARN - —NF
NA=+REEFENT :

HK$000
TER

Net assets disposed of: HEUTRIBZEEFE :

Property, plant and equipment mE - BB KRR 1,827

Available-for-sale investments A HERE 12,500

Inventories BE 382

Other receivables H fth fE W BR IR 7,655

Bank balances and cash RITEARRSE 34,498

Trade payables ENEHRE (1,248)

Accruals and other payables FEET B K EL A FE A+ BR 1B (11,514)

Tax liabilities REAE (40,960)

3,140

Gain on disposal of subsidiaries: HENB AR W

Cash consideration BerE 5,000

Net assets disposed of BEEEEFE (3,140)
Gain on disposal of subsidiaries HEMBAR M 1,860
Net cash outflow arising on disposal: HEEE RS MLIFE

Cash consideration RerE 5,000

Less: bank balances and cash disposed of B BRERITERERS (34,498)

(29,498)
L2EEERERLA
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

32.  DISPOSAL OF SUBSIDIARIES (Continued) 32. HEWBAR(E)
Disposals during the year ended 3| December 2014 (Continued) REZE-Z-NE+ZA=1t-HLHF
EHESEE)
(i) Disposal of Tre 29 (Continued) (i) HETre 29(%)
The impact of Tre 29 on the Group’s results and cash flows for the year Tre VHAEEHEEZE-_T—NF
ended 31 December 2014 is shown as follows: TZA=T-BUEFEXERRS
MENFEWT :
HK$’000
TER
Loss from the operation of Tre 29 and its subsidiaries ~ 4%& Tre 29 REM B AR EL 2 EE 19,962
Gain on disposal of Tre 29 (included in other gains 1 Tre 29 2 Wzs
and losses of continuing operations) (FIARBREEBHMRE) (1,860)
18,102

During the year ended 31 December 2014, Tre 29 and its subsidiaries
incurred HK$23,569,000 to the Group's net operating cash flows and
HK$24,750,000 to the Group's net investing cash flows.

DRAGONITE INTERNATIONAL LIMITED
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32.

Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

DISPOSAL OF SUBSIDIARIES (Continued)
Disposals during the year ended 3| December 2014 (Continued)

(i)

Disposal of Ample Spring International Limited (*“Ample Spring”)

InJuly 2014, Tre 29 Acquisition Corporation, then a wholly-owned subsidiary
of the Group, acquired Ample Spring at a consideration of HK$23,500,000 in
cash from an independent third party. Details of the acquisition are disclosed

in note 33(ii).

The Group subsequently entered into a sale and purchase agreement with
another independent third party to dispose of the entire equity interest
in Ample Spring at a consideration of HK$11,250,000. The sole assets
of Ample Spring at the date of disposal were unlisted available-for-sale
investments with the carrying amount of HK$23,500,000 (as disclosed in
33(ii)). The available-for-sale investments represented the investments in
unlisted securities issued by two private entities, which were principally
engaged in investments in yachts. A loss on disposal of HK$12,250,000 is
charged to the profit or loss during the year ended 31 December 2014. The
cash inflow arising from the disposal is HK$ 1 1,250,000. Ample Spring did not

incur any income or expenses during the year ended 31 December 2014.

32.

LERBARE)
REZE-ZF-MFE+-A=t-HLHF
EHEER(A)

(i)

HERREEERAA([#HR])

RZZE-—NFE+A - AREHK
2EMBRATre 29 Acquisition
Corporation J4 23,500,000 78 75 2 38
SREE—ZBUE=-FKER
oo W RIRAIB I 33(i) W

E’go

AEBHBRES—BIYE=FFIV
BEHE 0 112500008 2K
BLEMRDHRE - MRNHEE
A —EERE LMAHEER
& - BRE A £23,500,0007%8 740
BiEE 33(il) TR TR ) - A IHERE
DREBLEEEMETELMES
ZRE  ZEERFENERAR
- & ZE18 122500008 TE
FABZEZE-MNE+ZA=1—
AILFERE - HEEEZRER
AB112500008TT c REBEZE
—mE+-A=+—RLEFE ¥
RUBEEFABPAKAL
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

32. DISPOSAL OF SUBSIDIARIES (Continued) 32.
Disposal during the year ended 3| December 2013

Disposal of Modern Step

During the vear ended 3| December 2013, New Wellon Limited, the wholly-
owned subsidiary of the Company, disposed of the entire issued share capital
of Modern Step International Limited (“Modern Step”) at a consideration of
HK$10,000 by cash to an independent third party. The net liabilities of Modemn

Step and its subsidiaries at the date of disposal were as follows:

HEMBLR ()
RBE-F-=F+t-A=t-HL#F
EHEER

{1/ & Modern Step
REE-F-=f+t-A=t+—-HL
FE - HERARDA(KRARZEE
M@ AE)AI000ETZRENE
! &Modern Step International Limited
([Modern Step)) 2 2EEEITRMN T—
ZEBIUE =7 ° Modemn Step REKBA
ARHERSZ ABEFRNT

HK$'000
FET

Net liabilities disposed of: HENTRE BEFE
Other receivables H fth fE W 3RIE 397
Bank balances and cash RITEARRSE 105
Trade payables ERE SRR (1,934)
Accruals and other payables FEETFIE & H At B 0B (4,636)
(6068)

Gain on disposal of subsidiaries: HEMBAR 2K

Cash consideration RerE 10
Net liabilities disposed of BHEAEFE 6,068
Gain on disposal of subsidiaries HEKBRR 2 WEE 6,078

Net cash outflow arising on disposal: HMEEE RS MLFE
Cash consideration RBerE 10
Less: bank balances and cash disposed of B EHERITERERS (105)
(95)
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

DISPOSAL OF SUBSIDIARIES (Continued) 32. HEWBARE)
Disposal during the year ended 3| December 2013 (Continued) REBE-Z-=F+ZA=1t—-HL#HF
EHEBE(E)
Disposal of Modern Step (Continued) (& Modem Step(#%)
The impact of Modern Step on the Group's results and cash flows for the year Modern StepHASEBE_T— =%
ended 31 December 2013 is shown as follows: TZA=+T-BLEFEZEXERFARR
ENFENT
HK$'000
TET
Loss from the operation of Modern Step 482 Modern Step EE4 2 518
(included in administrative expenses) (FrATTHX ) (23)
Gain on disposal of Modern Step & Modern Step 2 ¥z
(included in other gains and losses) (GFFAHMEE) 6,078
6,055
During the year ended 31 December 2013, Modem Step incurred HK$23,000 to REBEZZE-—=F+-A=+—HL%F
the Group's net operating cash flows. J& * Modern Step 24 23,000 B TE1E -

AARKERZREREFRE -
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

33. ACQUISITION OF SUBSIDIARIES

33. WEKBLT

(i) Acquisition of King Delight Holdings Limited (“King Delight”) (i)

On 9 January 2014, the Group entered into a sale and purchase agreement

with an independent third party to acquire entire equity interest of King
Delight at a consideration of HK$800,000 in cash. King Delight is an

investment holding company and its subsidiary was principally engaged in

operation of a pharmacy in Hong Kong. The acquisition of King Delight is for

the purpose of the diversifying the Group's business to other industry.

Wi King Delight Holdings Limited
([King Delight )
R-F-NF—-ANA FREHR
—RBUE =N VEEWRE
L3R € £ 8 800,000 7T Yk B King
Delight 2 % &8 # & ° King Delight
REEBERLR ANBARE
EERBUFEELE - WHEKing
Delight ¥ B 89 IS B AE B X
EEMITE -

Assets acquired and liabilities recognised at the date of acquisition: WEBEHEWEEERERERE
&
HK$'000
TR
Property, plant and equipment mE - B RRE 148
Inventories FE 239
Deposits, prepayments and other receivables Be  BNFEREMREKTE 206
Bank balances and cash RITHEBLRE 412
Trade payables BN E 58RIE (14)
Accruals and other payables JERTIRIE K B At FE £+ BR 1B (191)
Net assets acquired EWEEE#E 800
Cash outflow arising on acquisition: WEELEZRER
HK$'000
TR
Cash consideration paid EXARERE (800)
Less: Bank balances and cash acquired B BERERTAERLER 412
(388)
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

33. ACQUISITION OF SUBSIDIARIES (Continued)

@)

Acquisition of King Delight Holdings Limited (“King Delight”) (Continued)

Included in loss for the year is HK$1,980,000 attributable to King Delight.
Revenue for the year includes HK$ 1,369,000 generated from King Delight.

Had the acquisition been effected at the beginning of the reporting period,
the total amount of sales of goods of the Group for the year ended 3|
December 2014 would have been HK$33,282,000, and the amount
of the profit for the year from continuing operations would have been
HK$326,399,000. 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 at the beginning of the reporting period, nor is it intended to be

a projection of the results.

Acquisition of Ample Spring
InJuly 2014, Tre 29 Acquisition Corporation entered a sale and purchase
agreement with another independent third party to acquire entire equity

interest in Ample Spring at a cash consideration of HK$23,500,000.

The sole assets of Ample Spring acquired at the date of completion were
available-for-sale investments with the carrying amount of HK$23,500,000.
The available-for-sale investments represented the investments in unlisted
securities issued by two private entities, which were principally engaged in

investments in yacht.

The cash outflow arising from the acquisition is HK$23,500,000.

33. WEKBLRE)

(i)

Wi King Delight Holdings Limited
([King Delight ) ()

REFBEF - 1980,0007% 7T 5
[BKing Delight - REEWzmF
1,369,000 7% 7T King Delight £ 4 ©

M EEERREBPER - K
SEREE-_ZT-DEE+=A
ST-BULFEHEERBELR
33282,000% 7T - MAFERBH
B #1508 5 326,399,000
B o HEBRHEESHCA K
VIR NEEBEE RN REBHTT
B AEEERKERESE - 3E
EETEN o

KR
RZF-—MFLA Tredd
Acquisition Corporation# 5 —
BUFR=NAILEREHE W
23,500,000/ 7 < R & KB
REEPRE o

REMBEMEBERRE &
ERIUMHERE REHER
23,500,000 87T ° Al HERE T
MELEERAETELMESRLZ
RE ZEEBIERERER
ﬂgo

BBERELZHAERLR
23,500,000/ 7T °

L2EBEBRERAA
2014 F

145



Notes to the Consolidated Financial Statements

mE MWK

For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

34. CAPITAL COMMITMENTS 34, BRERE
2014 2013
—E2-pE —F=F
HK$'000 HK$'000
TER TR
Capital expenditure contracted for but not provided ~ FLIATIEE Z ERTHEARR G A
in the consolidated financial statements in respect of ISz F EE L BRI
— acquisition of property, plant and equipment —WEME - BER&E 434 780
35. OPERATING LEASES 35. REHVE
The Group as lessee KEBEEEABA
At the end of the reporting period, the Group had commitments for future NEBRFERAAERAYERBBEE
minimum lease payments in respect of rented premises which fall due as follows: EsEHESEYET :
2014 2013
—E-pE —F-=%
HK$'000 HK$'000
TER TAET
Within one year —FR 1,724 4,397
In the second to fifth year F-ERF 2,538 770
4,262 5167
Operating lease payments represent rentals payable by the Group for certain of REHSAAEFRREETHAE
its office premises. Leases are negotiated for six years and rentals are fixed for two EAEE - HEBEANE  MEHES
years. BT o
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36.
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mE M BEmRME

W+ A= -ALFE

OPERATING LEASES (Continued) 35, Kedgs)
The Group as lessor FEBEERLHEA
All of the properties held have committed tenants for five years. AN ELE NGB EERS -
At the end of the reporting period, the Group had contracted with tenants for the RBEEHR AEEEEBALRTIIA
following future minimum lease payments: RHEHEESIH
2014 2013
—E-nE —E-=F
HK$°000 HK$'000
TER FET
Within one year —EFR — 4,440
In second to fifth year inclusive E_EZRE — 6,738
— [1,178
RETIREMENT BENEFITS SCHEMES 36. RIKEFEE

The Group operates Scheme for all qualifying employees of the Group in Hong
Kong. The assets of the MPF Scheme are held separately from those of the Group,
in funds under the control of the trustees. During the year, contributions made
by the Group to the MPF Scheme amounted approximately HK$664,000 (2013:
approximately HK$467,000).

The employees of the subsidiaries in the PRC are members of retirement benefits
schemes operated by the PRC government. The relevant PRC subsidiaries are
required to make contributions to the state retirement schemes in the PRC based
on certain percentage of the monthly salaries of their current employees to fund
the benefits. The only obligation of the Group with respect to the retirement

benefit scheme is to make the specific contributions.

During the year, contributions made by the Group to the state retirement schemes
amounted approximately HK$ 1,009,000 (2013: approximately HK$1,203,000).

The contributions made by the Group to the MPF Scheme and state retirement
schemes are charged to the consolidated statement of profit or loss and other

comprehensive income when employees have rendered service to the Group.

AEEREEEMBRAREERAM
8 BB ECBE IR FAALZ
ZEERA UERAKEEENH - F
A REBERRESEELHEZTD

664,00078 TT(ZF — =4 : £)467,00078
JT)

HEINT BN A 2 1R B2 Eh BT TS
W2 RKBHEE - EEPENBAR

AREEBAF CAETENLATEHBEE
RRBNFTEEFTASEERAEHRE
T ARBEEBMRAENGEZE &
ERfEHTE

{/T)\O

FR AEERBEER
HF 491,009,000 7T.(=
1,203,000 7) °

IRt B
T-ZF:

REB AR E T 8 LB 2 RNRE MG
BEL ZHHERBE MRS BERH R
BEEGAREREMEZE KGR AN
% o

L2EBEBRERAA
2014 F
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For the year ended 31 December 2014 BE-F—MF+-A=1+—HIFE

37.

38.

RELATED PARTY TRANSACTIONS
The remuneration of directors and other members of key management during the

year was as follows:

37.

BEALRS
ESREMTZEBABFAZEHN
T

2014 2013
—E-;mF —T-=F
HK$'000 HK$'000
TER FET
Short-term benefits 2 EtE A 24,017 20,254
Post employment benefits BER 12 AR T 102 108
24,119 20,362
The remuneration of directors and key executives is determined by the EENTEARAEBZEHETMZEeZE

remuneration committee having regard to the performance of individuals and

market trends.

CONTINGENT LIABILITIES

As at 31 December 2014, the Group was subject to a claim of approximately
US$3 million from an external financial advisor in relation to the dispute as to the
financial advisory service engaged for the disposal of Assets. The Group terminated
the agreement with such external financial advisor before the disposal of Assets but
the external financial advisor claimed against the Group for the minimum payment
plus reimbursement of approximately US$3 million. No legal action has been taken
against the Group and the directors of the Company are of the opinion that the
Group shall have a valid and good defence against such claim. In view of this, there

is no provision provided for the year.
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38.

RABE
R-ZE-—NE+=-A=+—0 x4&HE
[ ¥ 5N EE BF %5 B8 RS 493,000,000 % 7T )
RE REDEALEEEMETNH
BHARBLANTAEEH AEER
& B AT AR AE BRSNS B TS B RS 0 1
# o ENEBERANASERESR
&4 508 5 045 B & A 473,000,000 %
7o AEBUAREHEMEEFR K
AREERALRERERDARER
UBEBRE - Al AEET KR
REEIELAEE -



39.

PRINCIPAL SUBSIDIARIES
The following table lists the subsidiaries of the Company which, in the opinion of
the directors, principally affected the results or assets of the Group. To give details

of other subsidiaries would, in the opinion of the directors, result in particulars of

excessive length.

Place of
incorporation or

registration/ operation

Notes to the Consolidated Financial Statements

=)

B 75 SR Ak Y A

For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

Issued and fully paid
share capital/

registered capital

39. XEMIEATR
TREJNESRAUAEEZEERE
EAETEYE
ERA REHMMBRRAIHERS

RIRERIUE

Proportion of nominal value of

issued capital/ registered capital

ZEARAKBRAR - &

A L ERTR held by the Company
Name of subsidiary g/ BERE/ FARBECRITRAEE  Principal activities
HEAREHE CEI Y EmER  EMAAZASK  IERE
2014 2013
—F-pE  —T-=F
% %
Chenlong Group Limited BVI/Hong Kong US$20,000 100 [00  Investment holding
RERUBE/ A 20000%7T BB
New Wellon Limited Hong Kong HK$10,000 100 [00  Investment holding
MERARAA BB 10000787 RARR
Dragonite Administrative Hong Kong HK$1,000 100 100 Provision of management
Services Limited 00 1,000/ 7T services to group companies
EETHREBRAF MEEARRHE
BERRS
Dragonite Resources Limited BVI/Hong Kong USS$I 100 [00  Money lending
RERAEE/EA E B
Excel Joiner Limited Hong Kong HK$ I 100 —  Trading of wine
BEBRAR BE | BT BEEEEE
Rainbow Pharmacy Co, Ltd Hong Kong HK$ I 100 —  Retail business in
00 | BT Hong Kong
BRALEERR
2EEBRERQA

2014 £ 8
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39. PRINCIPAL SUBSIDIARIES (Continued)

Place of
incorporation or

registration/ operation

Issued and fully paid

share capital/

registered capital

39.

TEMBAT (£)

Proportion of nominal value of

issued capital/ registered capital

A L BRTR held by the Company
Name of subsidiary Haxf/ BERE/ KARBECRITRAEE Principal activities
WEARER XY St & dAMEF B FEER
2014 2013
ZE-mE —T-=F
% %
Central Town Limited BVI/Hong Kong US$I = [00  Investment holding
RERUEE/BA E RERK
East Champion Limited Hong Kong HK$2 = [00  Property investment
EBaEARAA BB 2B in Hong Kong
NEBETNERE
Shenyang Jinlong Health PRC US$1,220,000 100 [00  Processing and sales of
Care Products Co,, Ltd. F (note a) ginseng and related
(“Shenyang Jinlong”) 1,220,000 T products
EGeERRRERAR (Fita) MIRHEEAZR
([&mEEE]) HEER
Shenyang finlong PRC HK$20,000,000 100 [00  Processing and sales of
Pharmaceutical Co, Ltd. H (note b) Pharmaceutical products
("Jinlong Pharmaceutical”) 20,000,000 % 7 MIRHEER
EGEREXBRAA (ff&ED)
a3+ 3
* These subsidiaries were disposed of during the year ended 31 December 2014 HEKRBRATEREE_Z—N=E

None of the subsidiaries had issued any debt securities at the end of the year.
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For the year ended 31 December 2014 BE-—E—NF+-_A=+—HIFE

39. PRINCIPAL SUBSIDIARIES (Continued) 39. XENEAR (8)

Notes: Wiz -

(@)  Shenyang Jinlong is a sino-foreign equity joint venture for a period of 40 years @ BHEtEAAEERE-HAEHE
commencing from 27 November 992 established under a joint venture agreement EE—thH BRI ZHIIAE
with another PRC party who is the former shareholder of Success Century holding ¥ B-hh-_F+—A=-++H8
the remaining 20% shareholding of Shenyang Jinlong. Faas  BERIN4E - MEETH

IHEAEREEGSEFR20%KE 2
Success Century,Z BIfERRER ©

Pursuant to an agreement made between the Group and the former shareholder of BB REB ESuccess CenturyZ B {E
Success Century during the year 2004, the remaining 20% shareholding of Shenyang Hx BFR-_SENMETI2HE &
Jinlong was transferred to the Group by way of acquisition of Success Century and ST 20%E A B ESSuccess
Shenyang Jinlong became the wholly foreign owned enterprise. Centuryiﬁﬁg%$§% BB S B

R—FRIEEBELE -

(b)  Jinlong Pharmaceutical is a wholly foreign-owned enterprise for a period of 15 years b) SEELANEBELELCE B_ET
commencing from 8 June 2001. —ESAN\BHKBEY  AH+H
F o
At the end of the reporting period, the Company has other subsidiaries that are RIERK AR j}ggﬁ/ﬁ\{ﬁﬂz}x;ﬁ
not material to the Group. A majority of these subsidiaries operate in Hong Kong. MEYFREAZHMBAR - ZZHBA
The principal activities of these subsidiaries are summarised as follows: RSP EDELE o ggg WEARY
FERBHAMT
Number of subsidiaries
MELATHE
Principal activities TEER Principal place of business £ Z& #ith B 2014 2013
—E-QmF —T-=

Property investment MERE Hong Kong BB — 2

Investment holding REER Note k3 12 16

12 18
Note: The places of business of these subsidiaries include Hong Kong and PRC. izt ZEMBLAZEENEREETER

L2EEERERLA
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Financial Summary

MBREE
Year ended 3| December
BE+t-A=t-HLEE
2014 2013 2012 2011 2010
—E-mE —T-ZF ZT-—F —T——F _T-FTF
HK$'000  HK$000  HK$000  HK$000  HK$000
TErxr FET  FET FET FER
(Restated)  (Restated) (Restated)
(&z51) (8=31) (K=
RESULTS ES
Turnover EEH
— continuing operations —RHEREER 471,774 179,604 (4871)  (229.893)  (58,768)
— discontinued operation —BRIERER 2,050 4286 3320 (3014) (2,657)
473,824 183,890 (1551)  (232907)  (61425)
Profit (loss) before tax BADET (EE) 373,628 609628  (63781) (313482) (232:839)
Income tax expense PrGH (51,963) (41,464) (2.299) (599) (492)
Profit (loss) for the year AERHEM(ER)
— continuing operations —FHEREER 326396 152950  (61,737) (276,691)  (109,475)
— discontinued operation —BRIEREER (4731) 415214 (4343)  (37390)  (123856)
321,665 568,164  (66080) (314081) (233331
Attributable to: FE1L
Equity holders of the parent BRAERFAA 321,665 568,164  (66080) (314081) (233331)
As at 31 December
R+=A=+-8
2014 2013 2012 2011 2010
“E-NE —T=-F =FT-_F _T——F _T-ITF
HK$'000  HK$O00 ~ HK$O00 ~ HK$O00  HK$O00
TErxr THrT THT THET TR
ASSETS AND LIABILITIES EERAER
Total assets BEE 911,932 1083451 394990 375323 129210
Total liabilities maf (89,350)  (97.577)  (84545) (139471)  (56,320)
822582 985874 310445 235852 72,890
Equity attributable to equity REEERFEA
holders of the period LR 822,582 985874 310445 235852 72,890
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