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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET
(“GEM") OF THE STOCK EXCHANGE OF HONG KONG
LIMITED (THE “STOCK EXCHANGE")

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

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

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

This report, for which the directors (the “Directors”) of
Megalogic Technology Holdings Limited (the “Company”)
collectively and individually accept full responsibility,
includes particulars given in compliance with the Rules
Governing the Listing of Securities on the GEM of the
Stock Exchange (the "GEM Listing Rules”) for the purpose
of giving information with regard to the Company.
The Directors, having made all reasonable enquiries,
confirm that to the best of their knowledge and belief
the information contained in this report is accurate and
complete in all material respects and not misleading or
deceptive, and there are no other matters the omission
of which would make any statement herein or this report
misleading.
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Chairman’s Statement
FERS

On behalf of the board of directors (the “Board”) of Megalogic
Technology Holdings Limited (the “Company”), | hereby present the
annual report of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December 2014.

BUSINESS ENVIRONMENT AND DEVELOPMENT

Significant uncertainties remained in 2014 global economy. During
the year, the PRC continued to adjust its economic structure and
further slowed down the pace of its economic growth. Europe also
struggled to build momentum in their economic recovery. Although
the United States managed to show signs of sustainable growth,
market competition there became quite keen. Despite the volatile
industry landscape and fluctuating demand in integrated circuit (“1C")
market, the Group recorded an increase in its overall revenue,
driven by the increase in sales of DVD Player ICs, LCD Driver ICs for
instrument panel and the Power Management ICs. The Group
continued to enhance research and development activities to
diversify and improve its IC products and a number of new ICs were
introduced in 2014 to extend our portfolio. These included LED
Lighting Driver IC, Power Management IC, Electronic Cigarette IC
and DVD Player IC. As at 31 December 2014, the Group had 16
new IC models under development. Certain customers took prudent
view in project investment and extended the process of evaluation,
acceptance and modification and therefore, the completion time of
development was prolonged.
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Chairman’s Statement (continued)
¥ B iR & @)

On 31 May 2014, the Group completed the acquisition of a money
lending business, which owned a money lender license in Hong
Kong. The business aims to provide both secured and unsecured
loans to earn interest income. While the industry competition of
money lending is quite keen, the management strived to develop
this business and it started contributing revenue to the Group since
the third quarter of 2014. In June 2014, the Group established a
subsidiary in Chengdu of the PRC. In September 2014, the Group
entered into a memorandum of understanding with Sichuen
Hengrong Logistics Company Limited and with the intention to
acquire interests in its wholly owned subsidiary, Chengdu
Jinchenghang Logistics Company Limited, a company principally
engaged in the business of logistic in the PRC, by way of capital
injection (the “Proposed Capital Injection”). The Proposed Capital
Injection is subject to further negotiation and results of the due
diligence, which may or may not materialize. As at the date of this
report, no legally binding agreement or contract relating to the
Proposed Capital Injection has been agreed or entered into by the
Group.

As a result of the increased overhead in relation to the business
expansion and development, the loss of the Group for the year
2014 was increased despite the increase in revenue and gross
profit. We would like to share more details of the Group’s
performance, financial position and other information in the year
2014 with shareholders in the following section of “Management
Discussion and Analysis”.

In order to strengthen the general working capital base for business
development, the Group will consider to carry out fund raising
activities when and where necessary and appropriate. On 24
September 2014, the Group completed the placing of 48 million
new shares of the Company at the price of HK$0.40 per share. The
net proceeds from the placing are approximately HK$18.6 million.
After this placing, we also have greater flexibility to explore other
suitable business opportunities to improve the Group's profitability.
For details of the business progress and use of placing proceeds,
please refer to the following section of “Management Discussion
and Analysis”.
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Chairman’s Statement (continued)
¥ B iR & (@)

CORPORATE GOVERNANCE

The Board remained committed to maintaining high standards of
corporate governance and all board committees have effectively
supported the Board in carrying out its responsibilities. The Board
will continue to explore opportunities to maximize the long term
interests for the shareholders as a whole.

APPRECIATION

On behalf of the Board, | would like to express my sincere thanks to
the valuable contribution from our management team. | would also
like to express my gratitude to all staff for their hard work in the
execution of the Group’s strategies and operations during the past
year. Last but not least, | wish to thank all shareholders, customers,
suppliers, business partners and bankers for their continuous
support and confidence in the Group.

Mr. Zhang Qing
Chairman

Hong Kong, 20 March 2015
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Management Discussion and Analysis
SEEFMN A

During the year ended 31 December 2014, the Group continues to
engage in integrated circuit (“IC") business, specialized in design,
development and sales of ICs, as well as the provision of IC
solutions. Following the acquisition of a money lending company in
mid-2014, the Group is also involved in the money lending business
in Hong Kong.

BUSINESS REVIEW

IC Business

Through its wholly-owned fabless semiconductor subsidiary,
MiniLogic Device Corporation Limited, the Group sells IC under its
own brand name “MiniLogic” and provides application specific IC
service (“ASIC Service”) in design and development of tailor-made
IC to its customers. The Group also provides tailor-made IC solutions
and sells tailor-made ICs to customers under the ASIC Service
business section (the “ASIC Section”); and independently develops
and sells generically-applicable ICs for sale in the market under the
MiniLogic Brand IC business section (the “Standard IC Section”).
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Management Discussion and Analysis (continued)
SI2EF MmN DT

Over the past year, the Group has made continuous progress in
research and development (“R&D").
deployed 7 more new IC models. During the year, 5 new IC models

were completed and launched as follows:

In 2014, the R&D teams

BE—F AEEEFRB(HED HTERE
SEER 20145 HEEKHEEZTRNE
FRERR AR o £ A& B 5T A HEH KI5
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Section Product Name Period of development Period of sale
2 &P EmAB B9 2 A HEH
1 ASIC MP1213 Motor Driver IC for Portable ~ November 2012 to March 2014 March 2014 to present
DVD Player
ASIC MP 1213 7] # = DVD & p 28 5 % 2012511 A E2014453 A 20143 %5
BB Eh2s =R BB
2 ASIC MP1304 MR16 LED Driver IC July 2013 to March 2014 March 2014 to present
ASIC MP1304 MR16 LEDEEEN 25 R K B EE  2013F 7 H £2014F3 A 2014345
3 ASIC MP1305 USB Charger IC October 2013 to June 2014 June 2014 to present
ASIC MP1305 USB 7t & 25 5 Ak B B% 2013410 A £20145F6 A 2014F6 AES
4 ASIC MP1308 Rechargeable Electronic January 2014 to November 2014 November 2014 to present
Cigarette IC
ASIC MP1308 7] 75 & & F /& S X B i 20145F1 AR 2014511 B 2014511 AES
5 ASIC MP1401 DVD Player PMU and January 2014 to November 2014 November 2014 to present
Tray Driver
ASIC MP1401 DVDHE M EREREE  2014F1HE2014F 11 A 2014 1MBES

As at 31 December 2014, the Group had 16 new IC models under
development and customer evaluation. The completion of the
development of several new IC models has been extended as the
process was prolonged due to customer evaluation, acceptance and
modification work. Developing IC products with suitable technology
that appeal to the market is essential for the growth of IC business
and the key to the Group’s long term success. This can also expand
the range of the Group’s products and maintain the Group’s
competitiveness.
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Management Discussion and Analysis (continued)
SI2EF MmN N

ASIC Section

Under the ASIC Section, the major products are Electronic Cigarette
ICs, DVD Player ICs, Power Management ICs and CCD Surveillance
System ICs. There were 5 new IC models launched in 2014. Among
these products, Electronic Cigarette ICs remained as the largest
contributor to our revenue, although the Group faced downward
pressure in 2014 given by the increasing competition in the market,
particularly in the United States. Revenue from the provision of ASIC
Service decreased by 28.1% from approximately HK$3.7 million in
2013 to approximately HK$2.6 million in 2014, as most of the
customers took prudent view in project investment due to the
uncertain economy environment. Demand and selling price for CCD
Surveillance System ICs continued to fall in 2014. However, with
the new IC model for Power Management launched in 2014, the
aforesaid drop in revenue was mitigated by the increased revenue
from the new tailor made Power Management ICs. The revenue
and selling prices of DVD Player ICs were increased due to growing
demand from our customers. These ICs boost the growth of ASIC
section. As a result, revenue from this section increased by 15.2%
from approximately HK$38.0 million in 2013 to approximately
HK$43.8 million in 2014.

Standard IC Section

Under the Standard IC Section, the major IC products are LCD
Driver ICs for instrument panel, Power Management ICs and LED
Lighting Driver ICs. No new IC model was launched in 2014, due to
prolonged stagnant demand in new type of standard IC products.
As compared with that of the same in 2013, the revenue for Power
Management ICs were decreased along with downward adjustment
in selling prices. For LED Lighting Driver ICs, the Group is developing
more series of LED Lighting Driver ICs with the expectation to
attract more customers’ order in LED Lighting market for the near
future. Yet, with improving market sentiment and demand for our
LCD Driver ICs for instrument panel in Europe, the revenue of LCD
Driver ICs for instrument panel were improved significantly. As a
result, the revenue of the Standard IC Section were increased
significantly by 75.1% from approximately HK$4.8 million in 2013
to approximately HK$8.3 million in 2014.
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Management Discussion and Analysis (continued)
SI2EF MmN DT

Money Lending Business

On 23 May 2014, the Group entered into a memorandum of
understanding in relation to the acquisition of a money lending
business. After due diligence, the Group entered the formal sale
and purchase agreement on 30 May 2014. The acquisition was
completed on 31 May 2014 with the final consideration of
HK$109,831 and Easy Loan Finance Limited has become a
subsidiary of the Group. Details of the acquisition of Easy Loan
Finance Limited were disclosed in the Company’s announcements
dated 23 May 2014 and 2 June 2014 respectively.

This business aims to earn interest income from secured and
unsecured loans. In 2014, the development of the business is still in
early stage. Accordingly, revenue from this business was
insignificant.

FINANCIAL REVIEW

Change in Accounting Policy

For the years ended on or before 31 December 2013, the Group
had adopted the revaluation model for its property, plant and
equipment in the financial statements in accordance with HKFRS.
From the financial year ended 31 December 2014, the Group
adopted the cost model as its accounting policy. The adoption of
cost model constituted a change in accounting policy of the Group
in accordance with HKFRS.

The revaluation model requires the Group to measure its property,
plant and equipment periodically, whereas the cost model requires
that property, plant and equipment of the Group be carried at the
costs less accumulated depreciation and any accumulated
impairment losses. Using the cost model would align the Group’s
accounting policies with that adopted by its industry peers and
improve comparability of the Group’s financial performance and it
would also reduce the expenditure on engaging professional valuer
to estimate the valuation of property, plant and equipment of the
Group periodically. The change in accounting policy fairly reflects
the actual situation of the Group’s property, plant and equipment
and is in compliance with relevant HKFRS and enables the Group to
provide more relevant consolidated financial information about its
performance and financial position.
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Management Discussion and Analysis (continued)
& 12 [E 51 5 K 9 i )

This change in accounting policy has been applied retrospectively %@ st i S ERMER B2 A1iEE
and the comparative figures for the corresponding prior periods EIfIEILL B T2 EET) o
have been restated.

The following tables summarise the effects of the Change on T XMt E iRtz A EEHEH Z2014F3 A

consolidated basis for the quarterly periods ended 31 March 2014 31 H % 201449 A 30 EI Jt EHEzZE -
and 30 September 2014:

As at 31.3.2014 As at 30.9.2014
R2014F3A31H R2014F9 8308
Items of consolidated statement before the afterthe  Effectsof  before the after the  Effects of
of changes in equity Change Change the Change Change Change the Change
RERRSHRER BEA 28% 23¥E BEA 288 2BYE
(Amounts in HK$'000) (unaudited)  (unaudited) (unaudited)  (unaudited)
(@ (b) (b)-(@) @ (b) (b) - (a)
(RBUATFHETIT) (REER) (REER) (REER) (REER)
(@) (b) (b)-(a) @) (b) (b)-(a)
Asset revaluation reserves BEELMHE 174 — (174) 174 — (174)
Accumulated losses 2 BB (493) (437) 56 (4,657) (4,454) 203
Total equity BREE 62,059 61,941 (118) 76,538 76,567 29
3 months ended 31.3.2014 9 months ended 30.9.2014
BE2014%3A310 1318 A BZ201459A30A L9fE A
Items of consolidated statement of profit or loss before the after the Effects of  before the after the Effects of
and other comprehensive income Change Change the Change Change Change the Change
GEBERHMZAKERER BEA 2H% 23%E BEA 28r 28%8
(unaudited)  (unaudited) (unaudited)  (unaudited)
(Amounts in HK$'000, except per share data) (@) (b) (b)-(a) (@) (b) (b)-(a)
(GEREEN  2BUATETIT) (REEZ) (REER) (REER) (REER)
G} (b) (b)-(a) @ (b) (b)-(a)
Depreciation e (447) (361) 86 (1,453) (1,192) 261
Income tax expense FrEHEX — (14) (14) — 42) 42)
Loss and total comprehensive ~ BANEE K 2 EH X
expense for the period ek (2,254) (2,182) 72 (6,418) (6,199) 219
Loss per share attributableto A2 B A A B
owners of the Company REBE—AEER
— Basic and diluted (cents) s (L) (0.94) (0.91) 0.03 (2.66) (2.57) 0.09
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Management Discussion and Analysis (continued)

& 2 12 57 5m & 7 1 ()

The following tables summarise the effects of the Change on T K ul & &

BEr A EEH2014F P E R &

As at 31.12.2014

consolidated basis for the interim and annual results of 2014: EEEIIZE:
As at 30.6.2014
R201456A30H

Items of consolidated statement

of financial position
GEMBMRRKEE
(Amounts in HK$'000)

before the afterthe  Effects of
Change Change the Change
BEA 2EHE L LA
(unaudited)  (unaudited)

R2014512A318
before the afterthe  Effects of
Change Change the Change
BEA 2BH% gEHTE
(unaudited) (audited)

(@ (b) (b)-(@) (@ (b) (b) - (a)
(2BUFELITR) (REER) (REER) (REER) (EER)

(@) (b) (b)-(a) (@) (b) (b)-(a)
Property, plant and equipment 1% « = MR & 4,166 4111 (55) 3,639 3,764 125
Deferred tax asset BEFIEEE — 9 9 — — —
Total net assets FEELS 60,630 60,584 (46) 74,952 75,077 125
Asset revaluation reserves BESHFEE 174 — (174) 159 — (159)
Accumulated losses 2 BE (1,922) (1,794) 128 (6,229) (5,945) 284
Total equity XA 60,630 60,584 (46) 74,952 75,077 125

6 months ended 30.6.2014 12 months ended 31.12.2014
BZ2014F6H30R L61EA BZ20145128318 L 128 A

Items of consolidated statement of profit or loss before the afterthe  Effectsof  before the after the  Effects of

and other comprehensive income

Change Change the Change

Change Change the Change

GERRRHEMZENERER BEA 2% 23¥E BEA 288 2BYE
(Amounts in HK$'000, except per share data) (unaudited)  (unaudited) (unaudited) (audited)
@ (b) (b)- (@) (@ (b) (b) - (a)
(GEREEN  SEATELIT) (REER) (REER) (REER) (BE%)
(a) (b) (b)-(a) @) (b) (b)-(a)
Depreciation (942) (770) 172 (1,977) (1,625) 352
Other gains and losses Hipl =z RER — — — 590 591 1
Income tax expense FRgHR X — (28) (28) — (39) (38)
Loss and total comprehensive — H]/FREE R
expense for the period/year 2EAYEH (3,683) (3,539) 144 (8,005) (7,690) 315
Loss per share attributable to KA A A ES
owners of the Company FREE—EXR
— Basic and diluted (cents) B () (1.54) (1.48) 0.06 (3.16) (3.04) 0.12
Revenue, Cost of Sales and Gross Profit Wi SHENEAREF

The total revenue of the Group increased by 21.9% from 785 B &4 UK
approximately HK$42.8 million in 2013 to approximately HK$52.1 & &K21.9% F2
million in 2014. The increase was mainly due to the &I EFZHRMN

abovementioned increase in revenues from ASIC products and

Standard IC products.
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Management Discussion and Analysis (continued)
SI2EF MmN N

Cost of sales of the Group solely related to the IC business. It
increased by 24.1% from approximately HK$32.9 million in 2013 to
approximately HK$40.9 million in 2014.

The overall gross profit of the Group increased by 14.4% from
approximately HK$9.8 million in 2013 to approximately HK$11.3
million in 2014. The gross profit of the ASIC Section decreased by
12.9% from approximately HK$8.8 million in 2013 to approximately
HK$7.7 million in 2014, and gross profit margin of ASIC Section
was 17.6% for the year 2014, representing a decrease of 5.7
percentage point from 23.3% for the year 2013. The decrease in
gross profit margin of ASIC Section was mainly due to the drop in
revenue of ASIC Service which had a higher margin and the
decrease in margin of certain ASIC products in 2014. The gross
profit of the Standard IC Section increased significantly by 257.2%
from approximately HK$1.0 million in 2013 to approximately
HK$3.6 million in 2014, and the gross profit margin of Standard IC
Section was 42.6% for the year 2014, representing an increase of
21.7 percentage points from 20.9% for the year 2013. The increase
in gross profit margin of Standard IC Section was primarily due to
the increase in sales of high margin LCD Driver ICs for instrument
panel in 2014.

Expenses

Staff costs increased by 41.7% from approximately HK$6.4 million
in 2013 to approximately HK$9.0 million in 2014. The increase was
primarily attributable to the increase in general pay rise and that
more experienced and senior staff was recruited during the period
to cope with the business development.

Operating lease rentals increased by 144.8% from approximately
HK$0.4 million in 2013 to approximately HK$1.0 million in 2014,
which was mainly due to the opening of new offices in Hong Kong
and the PRC during 2014. Depreciation also increased by 19.0%
from approximately HK$1.4 million in 2013 to approximately
HK$1.6 million in 2014, mainly due to the increase in acquisition of
fixed assets for the need of business development and aforesaid
new offices in Hong Kong and the PRC.

REBNHEEXAESREXRERER -
HERKAMR013FEHNRIBE S T LEFA
24 1% E2014F E4J409BE BT -

REBMEEEMMB2013FEHISEE S
T EFA144%ZE2014F EHNMN3EE BT
ASICEH 2 EF H2013F E 488\ Z B LN
[£12.9% £2014F E 4778 BB T 20144
JEASICER 9 89 E F| & £17.6% * &2013F E
233% NF&ES.7E 7 2 2 o ASICES 5 ) FE FI K
TBE - JhE B R R2014F F B R & 5 HASIC
fRIEWzZ TR EE FASICERBFBEET
e o PEEKER B EFNB2013FEL
1.0 BB T AR EFA2572%E2014F E 4
36EBATL 20U4FEZRESKER LB DK
EFEE42.6% @ 82013F F20.9% £ FH21.7
EE H FEERERBOMEMNEX L
FoEZHRR20U4FFBEEESMHHESS
RERMLCDENSEERBHENEEER -

B X

B T o AN R2013F E 4648 & B L £ 7
7% E2014FEHI0E BB L -ZIERD
FEHRIALTE RN BANARE ERE
EMBEEZELERORRE TR -

B ERSH2013FENL4BES T LA
1448% 22014 F EN10E&E B L LIH =
EHR0M4FEEREEMTRAZRTMEE
FrEt - TEMA013FEN14BEB T LA
19.0% E2014FEHM16BEB T TEHR
EMEBEETEENREEBERT Z XA
MAEBFEMPBEKT I EE -
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Management Discussion and Analysis (continued)
SI2EF MmN DT

Other operating expenses decreased by 6.5% from approximately
HK$8.9 million in 2013 to approximately HK$8.3 million in 2014.
The decrease was primarily attributable to reduction in product
development expenses and operating costs, which outweighed
certain outgoings for the expansion and development of the
business, such as legal and professional fees.

Loss Attributable to Owners of the Company

The consolidated loss attributable to owners of the Company for
the year 2014 was approximately HK$7.7 million. For the year
2013, the consolidated loss attributable to owners of the Company
was approximately HK$6.1 million. The increase was mainly because
the increase in gross profit was more than offset by the overhead
related to business expansion and development, such as staff costs,
operating rentals, depreciation and legal and professional fees.

RISKS RELATING TO THE GROUP AND ITS
BUSINESS

Reliance on a few key customers

The Group's ability to maintain close relationships with its customers
is important to its ongoing growth and profitability. Although the
Group's sales to specific customers vary from period to period, a
significant portion of the Group’s total revenue was derived from a
few major customers for the year ended 31 December 2014 and
the corresponding period in last year. The five largest customers
accounted for approximately 79.4% and 82.7% of the Group's
revenue while the largest customer accounted for approximately
37.0% and 38.9% of the Group’s revenue for the year ended 31
December 2014 and 2013 respectively. The largest customer is an
independent third party (as defined in the GEM Listing Rules),
principally engaged in sales of ICs, related devices and components
and the production of electronic devices. The Group has established
its business relationship with the largest customer since the year of
2006. The Group normally allows a credit period ranging from “cash
on delivery” to 90 days, which is in line with other customers, to its
major customers for year ended 31 December 2014 and 2013. As
the Group does not enter into long term or master sales contracts
with its major customers, there is no assurance that any of its major
customers will continue to purchase products from the Group at
the same level as they have done historically.

Hi & MTA2013FELN8oOTE BT MNE
6.5% E2014FEH83FEBIL NEDHEE
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HEASREREFXZ BN ERER
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Management Discussion and Analysis (continued)
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LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

As at 31 December 2014, the Group had bank and cash balances of
approximately HK$57.2 million (2013:
million) and did not have any borrowings, banking facilities or any

approximately HK$48.9

loan arrangement containing any covenant. The current ratio of the
Group as at 31 December 2014 was 1,861.7% (2013: 1,262.0%),
reflecting the fact that the liquidity of the Group remained healthy
in 2014. The gearing ratio calculated as the ratio of total interest-
bearing debt to total assets was nil as at 31 December 2014 (31
December 2013: nil). Taking into account the cash reserves and the
net proceeds from placing of the Company’s shares in the year
2013 and 2014, the Group’s financial position is healthy,
positioning the Group advantageously to expand its core business
and to achieve its business objectives.

CHARGES ON ASSETS

As at 31 December 2014 and 31 December 2013, the Group did
not have any charges on its assets.

FOREIGN EXCHANGE EXPOSURE

The Group's transactions are mainly denominated in United States
dollars, Hong Kong dollars and Renminbi. Therefore, the Group is
exposed to foreign currency exchange risk. The Group has not
implemented any foreign currency hedging policy at the moment.
However, continuous monitoring on the foreign exchange exposure
is carried out by the management and the management will
consider hedging against significant foreign exchange exposure
should the need arise.

CONTINGENT LIABILITIES AND CAPITAL
COMMITMENT

Save for those disclosed in this annual report, the Group did not
have other significant contingent liabilities or capital commitment as
at 31 December 2014 and 31 December 2013.

RBEE UBERREREE
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Management Discussion and Analysis (continued)
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SIGNIFICANT INVESTMENTS HELD, MATERIAL
ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES, AND FUTURE PLANS FOR
MATERIAL INVESTMENTS OR CAPITAL ASSETS

Save for those disclosed in this annual report, there were no other
significant investments held by the Group as at 31 December 2014
and 31 December 2013, nor were there other material acquisitions
and disposals of subsidiaries by the Group during these years. Apart
from those disclosed in this annual report, there was no other plan
authorized by the Board for other material investments or additions
of capital assets at the date of this report.

DIVIDEND

The Directors do not recommend the payment of a final dividend
for the year ended 31 December 2014.

EMPLOYEES AND REMUNERATION POLICIES

The Group has approximately 20 (2013: 16) employees as at 31
December 2014. The total staff costs for the year 2014, including
directors’ remuneration, amounted to approximately HK$9.0 million
(2013: approximately HK$6.4 million). The Group’s remuneration
policies are in line with the prevailing market practice and
remuneration to employees are determined on the basis of
performance, qualification and experience of individual employee.

We recognize the importance of a good relationship with our
employees. The remuneration payable to our employees includes
salaries and allowances. Other benefits include training,
discretionary bonus and others.
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Management Discussion and Analysis (continued)
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COMPARISON OF BUSINESS OBJECTIVES WITH
ACTUAL BUSINESS PROGRESS

An analysis comparing the business objectives as set out in the
Company'’s prospectus dated 30 December 2011 (“Prospectus”) for
the period from 23 December 2011, being the latest practicable
date as defined in the Prospectus (“LPD"), to 31 December 2013 (the
"Review Period”) with the Group’s actual business progress up to
31 December 2014 (the “Current Period”) is set out as follows:

Business Objective for Actual Business Progress up to

the Review Period 31 December 2014

Enhancing product development by diversifying
into new IC products and improving existing IC
products

Develop and 4 new MiniLogic Brand IC models still were

launch 12 new under development, including (i) ML1370
LED Light Tube Driver IC, (ii) MP1110 24V

LED Backlight Driver with dimming control IC

MiniLogic Brand

IC models
which was sold to ASIC customer with its
development work in progress, (i) ML1361
MR16 LED Lighting Driver with Buck/Boost
Feature IC, and (iv) ML1372 E27 LED Light
Bulb Driver IC during the Current Period. The
completion of development of these new IC
models had been extended as the process
was prolonged due to customer evaluation,
acceptance and modification work.

1 new IC model of MiniLogic Brand IC models,
namely MP1205 USB Backup Power Supply
IC was developed and launched under the
category of power management in
November 2013.
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Management Discussion and Analysis (continued)
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As to LED Light Bulb Driver with PFC feature IC ZERBERLEDE KRS R EKE

launch 13 new
ASIC products

and 4 more new MiniLogic Brand IC models
under the category of LED Lighting Driver
ICs, and 2 more new MiniLogic Brand IC
models under the category of green energy,
the projects had not been deployed due to
the specification of market demand being
unclear.

Up to 31 December 2014, the total number of

product development of new IC model of
ASIC products was 21, which is 8 more than
that stated in the business objective as set
out in the Prospectus.

11 new ASIC products were still under

development, including (i) MP1103 18V Dual
Channel Buck Converter IC, (ii) MP1113
Class-D Stereo and Subwoofer Audio Power
Amplifier IC, (iii) Ai9123 Low Voltage Video
Amplifier with Low Pass Filter IC, (iv) Ai8149
Power Management Unit for CCD Camera
ICs, (v) MP1017 Portable Electronic Charger
IC, (vi) MP1209 Linear LED Driver IC, (vii)
RC101 IR Remote IC, (viii) MP1407 DVD
Player PMU IC, (ix) MP1408 Candle Light LED
Driver IC, (x) MP1409 Candle Light LED
Driver IC, and (xi) MP1410 Linear LED Driver
IC, during the Current Period. The
completion of development of these new IC
models had been extended as the process
was prolonged due to customer evaluation,
acceptance and modification work.
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Management Discussion and Analysis (continued)

Improve and
launch 12
modified
existing
IC models

& 2 12 57 5m & 7 1 ()

10 new IC models of ASIC products, namely (i)

MP1204 LDO and Tray Driver IC, (i) MP1109
Portable DVD Power Management Unit IC, (iii)
MP1202 Single Time Electronic Cigarette
with blue LED IC, (iv) MP1201 Electronic
Cigar IC, (v) MP1212 Electronic Lighter IC, (vi)
MP1303 IR Filter Switch Driver IC, (vii)
MP1304 MR16 LED Driver IC, (viii) MP1305
USB Charger IC for power management, (ix)
MP1308 Rechargeable Electronic Cigarette
IC, and (x) MP1401 DVD Player PMU and
Tray Driver IC, were developed and launched
in July 2012, September 2012, September
2012, January 2013, August 2013,
November 2013, March 2014, June 2014,
November 2014 and November 2014
respectively.

1 modified existing IC model, MP1402 PMU for

Power Bank, was still under improvement
during the Current Period. The completion of
development of this new IC model had been
extended as the process was prolonged due
to customer evaluation, acceptance and
modification work.

3 new modified existing IC models, namely (i)

MP1105 Static LCD COG Driver IC, (ii)
MP1203 Rechargeable Electronic Cigarette
IC, and (iii) MP1213 Motor Driver IC for
portable DVD player, were developed and
launched in May 2013, November 2013 and
March 2014 respectively.

As to 8 more modified IC model of existing IC

models, the project had not been deployed
due to the specification of market demand
being unclear.
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Management Discussion and Analysis (continued)
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Strengthening R&D capabilities by establishing a ZEBRTBEH MR LA TR EHE D
research and development centre and sales office OB ESEWEEINRIFREE D
in Suzhou, the PRC

Establish Suzhou office Visits had been made to Suzhou RS BRI = R RAHHE ~&5EER
Industrial Park, Suzhou, the PRC B B & M
by the management of the IXE - EfARS
Group during the Current B T 35 £ B Al = R
Period. However, in view of TBRE - R &R N
uncertain economic outlook in NEEKSTEEER
the PRC market, the EMHGESHMA -

establishment of Suzhou office
would be delayed until the
market becomes positive.

Recruit 12 new employees with Not yet commenced BERPZEBELIE ®HRAEHA
engineering expertise HEMBIEES
Provide supporting services to  Not yet commenced TEEBNMEER MRER

Hong Kong R&D team

Further develop 4 new Not yet commenced HE—THBEASICE HARRH
IC products or models under ST ARG
the ASIC Segment EXEEE MK
BUS5RE
Explore new opportunitiesto  Not yet commenced AN AR Y RER
cooperate with local BERENKS

universities in Suzhou, PRC

Collaborate with at least one  Not yet commenced HEL-—EPREKRE HRRFA
PRC University on one R&D & 1EEIT— I
project and to develop a long BTIEAREILK
term collaborate relationship & 1ERE R

Develop into a full-fledged Not yet commenced BT EHEOHERRE HAERM
R&D centre B
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Management Discussion and Analysis (continued)
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Expanding the customer base and sales network in
the PRC

In view of uncertain economic
outlook in the PRC market, the
formulation of a marketing plan
would be delayed until the
market becomes positive.

Formulate a marketing plan

Recruit 7 new sales and
marketing staff

Not yet commenced

Promote the Group’s IC Not yet commenced

products and ASIC Service

Explore and develop new sales
and marketing network in
Suzhou region

Not yet commenced

Extend sales and marketing Not yet commenced
activities to Wuxi regions,

Shanghai and Kuzhan region,

and other parts of the

Yangtze Delta Area

The principal risks and uncertainties in implementation of the
Group’s business strategies are the failure to implement our
expansion plans successfully. As disclosed in the Prospectus, the
Group planned to establish a research and development centre and
sales office in Suzhou, the PRC and to carry out sales and marketing
activities through the Suzhou office. Should the expansion plans be
affected by the uncertain economic outlook in the PRC market
unexpectedly, the Group's expansion plan will be adversely affected.
As such, the directors will observe and monitor the progress of the
expansion plan and will consider amending the expansion plan to
the best of the interest of the Group in due course according to the
actual circumstances.
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Management Discussion and Analysis (continued)
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FUNDRAISING ACTIVITIES AND USE OF
PROCEEDS

Placing as set out in the Prospectus

The net proceeds from the issue of new shares of the Company
under the placing as set out in the Prospectus were approximately
HK$24.3 million, which was different from the estimated net
proceeds of approximately HK$33.8 million (estimated on the
assumption that the placing price would be the mid-point of the
stated range as stated in the Prospectus). We intend to adjust the
use of proceeds in the same manner and in the same proportion as
shown in the Prospectus, and approximately HK$11.9 million,
HK$10.7 million, HK$1.6 million and HK$0.1 million were adjusted
for (i) enhancing product development by diversifying into new IC
products and improving existing IC products, (i) establishing a
research and development centre and sales office in Suzhou, the
PRC, (iii) expanding PRC customer base and sales network and (iv)
working capital of the Group respectively. As at the date of this
report, we do not anticipate any change to the plan. Up to 31
December 2014, the Group has applied the net proceeds as follows:

SERIRMBREAR

PRERFANEE

RIEBREEZMSMEE M EFITARR B K
EBNMERBEFENARLUIEEET B
RIRMEET TS R R 5 433.88 88 T (R
EERABRERMOETHENFEED
REMIELEE) « JMMEABIRERTRD
HREAFZXNEBEREFAZRMESRERR A
Koy Bl Bt 28 &2 B () JA % Je b 56 B 5 35 8 &= A
BEREMEAARERBERNERKAE S A NEE
oh BB~ (i) PA P B AR N RR SBT3 M B B R L
MISERFR (NERPENT S ER
EREFERVEEESERONMNIBEE T
1078828 T 16888 ko 1ad@8ErTe
FE-RNARERBH NEB W TTEHAZ
S BLMME - HE2014F12A31H 1k
AEBELEBAEREFEEARNATAHE

Adjusted use of
net proceeds in
the same manner
and proportion

as stated in
Prospectus Actual usage
REBRER
FrREAEE A X
R BIRE RS
MEFHEAR BERAR
Notes HK$ million HK$ million
Bt 5 BEBEET EEBEET
Enhancing product development VA % TeAb 55 W& A B8 SR X
by diversifying into new IC products BEEEmMABIRIRE
and improving existing IC products 5 PKE B A5 DA
o058 EE o A & 1 11.9 11.9
Strengthening R&D capabilities B P B &R N RS T
by establishing a research and RFRZEFRLR
development centre and sales office HEMER
in Suzhou, the PRC 058 T 2% B 2 10.7 —
Expanding the customer base and BERATBENESER R
sales network in the PRC 5 & H 48 2 1.6 —
Working capital EEER 0.1 0.1
24.3 12.0
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Management Discussion and Analysis (continued)
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1. Comparatively, there were less new IC product development
projects deployed due to the specification of market demand
being unclear, resulting in less actual spending. However, the
completion of development of several new IC models had
been extended as the process was prolonged due to customer
evaluation, acceptance and modification work, resulting in
more actual spending.

2. Visits had been made to Suzhou Industrial Park, Suzhou, the
PRC by the management of the Group during the Current
Period. However, in view of uncertain economic outlook in
the PRC market, the establishment of Suzhou office would be
delayed until the market becomes positive.

The remaining unused net proceeds as at 31 December 2014 were
placed as interest bearing deposits with licensed bank in Hong Kong
and is expected to be used as stated in the Prospectus.

Placing under General Mandate on 30 August 2013

On 30 August 2013, a total of 40,000,000 new ordinary shares of
HK$0.1 each of the Company were successfully issued under the
general mandate from shareholders and placed to not less than six
placees at the placing price of HK$0.25 per share. To the best of
the directors’ knowledge, information and belief having made all
reasonable enquires, the placees and their ultimate beneficial
owners were independent third parties. None of the placees and
their respective associates has become a substantial shareholder of
the Company immediately after the completion of the placing. On
the date of the placing agreement, 15 August 2013, the closing
price per share of the Company was HK$0.275. The net proceeds
from this placing were approximately HK$9.7 million and the net
price per placing share was approximately HK$0.24.

1. hEME BOHEXNERLFENE®
3T 81 A T 35 F SRR AR L AR TE M R
BHRHE BLTERIH -BER EF
BREBFTEXERLFNRAE AXP
Al BERRIERTIE EETHAE
BR80T BRI -

2. RAHM ALEERECEDTEH
T B - 18 5 e BB AT A B T
B MRUHENRERAERICEES
GEL LR R

PR2014F 12 A3 B 2% TR ERB WS HIE
FHEETERREBFERBRITETETR I
FEHE BB ERTENARER -

R2013F8 B30 E—REERE

M2013F8A30H  EMRER T — MBI MK
71 % 17 4 $£40,000,000 % #2018 T 2 A A
AR S BRAR G LIRS B S KR0.25%F T
ETFTIIORANBEBA-ZESFSHEEL—T4H
BERE BEM IBELAE AEA
MEBRERRBARBLE - -BER
B BMEARARESESAZHEALER
BRARARZEZRE - AECE W B H (A
20138 H15H)  ARRARMH W TERETKR
02758 L R RBEBE 2B REFEALN
ITEEBETT BREERMH ZERFERLD
0.24% 7T °
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Management Discussion and Analysis (continued)
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The directors had considered various ways of raising funds and
believed that the placing represented an opportunity to raise capital
for the Company while broadening the shareholder’s base and
capital base of the Company. The utilisation of the net proceeds up
to 31 December 2014 is:

Net proceeds

FRSREFE FISEFREERE

Intended use of the net proceeds

EXDBREZESEERT  WHERE A
NAEEZRE AIRAKBEARAARZERER
AWML ERER - HE2014F12A831H8 1t
FISBFRE 2 ERA:

Utilisation of the net proceeds up to
31 December 2014

BZ2014F 128318 L FIBRIEFHEZ
Ed

Approximately HK$9.7 million

#H9T7TEBETT

—REEES -

Placing under General Mandate on 24 September
2014

On 24 September 2014, a total of 48,000,000 new ordinary shares
of HK$0.1 each of the Company were successfully issued under the
general mandate from shareholders and placed to not less than six
placees at the placing price of HK$0.40 per share. To the best of
the directors’ knowledge, information and belief having made all
reasonable enquires, the placees and their ultimate beneficial
owners were independent third parties. None of the placees and
their respective associates has become a substantial shareholder of
the Company immediately after the completion of the placing. On
the date of the placing agreement, 12 September 2014, the closing
price per share of the Company was HK$0.41. The net proceeds
from this placing are approximately HK$18.6 million and the net
price per placing share was approximately HK$0.39.

Approximately HK$9.7 million will be
used for opportunistic investments
should appropriate opportunities
arise and where the directors
consider it in the interest of the
Company to do so and/or for general
working capital of the Group.

LoTEBELERARA B S
BERBEERAFTAARAFZ
2HRERE N AAEEZ

As at 31 December 2014, all of the net
proceeds had been utilized.
Approximately HK$0.1 million had been
utilized for the acquisition of Easy Loan
Finance Limited, which operates a
money lending business, in May 2014.
The remaining amounts of
approximately HK$9.6 million had been
utilized for general working capital of
the Group. Such utilisation of net
proceed is in accordance with the
intended use of the net proceeds.

2014612 A318 - 2 #1558
FREOESA -HNNBEEAT
B AER2014F5 A i 2 IZ 5 15
BRARF ZRRAKE—EHNE
X% FMRRIELNICABET
ERELRERZ —REEES -
FZFTERIEFRZEANRE
FRiSFIRFRBERSEL -

MR2014F 98248 B —RIRELRE

R2014F9A248  ERBERE —REHEK
T %% 17 & $£48,000,000 % & A% 0.178 7T Z A D
AT BRBRMDIWIZREEESR0.40% T
EFTIIPRANBAEARA - EZTEEL YA
BERE BEAM - ABELRE &EA
MERREXZBEAABYE = BEEx
Mg MEAEARMESGZHEALS
MAERRRZEBRE - REE W B 8D
2014F9AH12H) » ZRAFRIFMDIKTE A TR
0.418T0 - RRMEZFISRIBEFEAL186
BEREEL BRESEROZERFEALY
0.3978 7T °

Annual Report 2014 @ 2014 F 3R



Management Discussion and Analysis (continued)
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The directors had considered various ways of raising funds and
believed that the placing represented an opportunity to raise capital
for the Company while broadening the shareholder’s base and
capital base of the Company. The utilisation of the net proceeds up
to 31 December 2014 is:

Net proceeds

FRSREFE FISREFREERE

Intended use of the net proceeds

EEEERZAEERT WHEEES A
NAIEEZRH AIARKERNKNQAAZKRE
AW ERERER - B E2014F12H31H 1t
FrIiGRIBFR2ERR

Utilisation of the net proceeds up to
31 December 2014

BZE2014F12A318 L RS REFREZ
Ed

Approximately HK$18.6 million

used for general working capital of
the Group and/or financing future

investment opportunities.

#186AEABTT

KEeRHtES -

OUTLOOK

Looking ahead to 2015, despite some uncertainties remaining in
the global economic outlook, the Group will endeavour to develop
its existing IC business and money lending business. We will
continue to enhance research and development activities,
particularly those related to green energy and power management,
to maintain our competitiveness in the IC markets. We will also
strive to develop the money lending business. At the same time, the
management will consider any other suitable business opportunities
to broaden the sources of revenues and cash inflows of the Group,
taking into account the cash flow requirement and associated
business risk.

Approximately HK$18.6 million will be

#186EEABTHANAEEZ
—REEEERHARKREE

As at 31 December 2014, none of the net
proceeds had been utilized. The unused
net proceeds were placed as interest
bearing deposits with licensed bank in
Hong Kong.

R2014612 8318 - IEEFTSRIEB
FHEOEBA - RERANMEHIE
FRETFRRBBFERITIESR
TR

Al 5

RE2015F BE2HRKEENSNEFEESET
THETEZ MAEEBES IRFEEEEN
ENEREBRBNEES - BHMSEENA
WMEEE FRAREMSCERNERE R
B UAEREMEEXNEEMSHNHF
N-BPNEBIREREEE - AR TE
EREZRAMNEMEGENEH T kR
MEREEBESRBROBERLT  BEAS
B ) U 2 IR & AR ©
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Corporate Governance Report
PHEEBEEHRS

Pursuant to Rule 18.44 of the GEM Listing Rules, the Board is
pleased to present this corporate governance report for the year
ended 31 December 2014.

CORPORATE GOVERNANCE PRACTICES

The Group has committed to upholding high standards of corporate
governance. The Board considers that enhanced public
accountability and corporate governance are beneficial for the
healthy growth of the Group, improving customer and supplier
confidence and safeguarding the interests of shareholders of the
Group.

The Company has adopted the Corporate Governance Code (the "CG
Code") contained in Appendix 15 to the GEM Listing Rules as its
own code and has complied with the CG Code throughout the year
ended 31 December 2014. The Board has continued to monitor and
review the corporate governance principles and practices to ensure
compliance.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities
transactions by Directors (the “Model Code”) on terms no less
exacting than the required standard of dealings set out in Rule 5.48
to 5.67 of the GEM Listing Rules.

Upon the specific enquiry made to all the Directors, the Company
was not aware of any non-compliance with the Model Code
regarding securities transactions by the Directors during the year
ended 31 December 2014.

RIBEAIFER ETARBIFE 18441 EEEMA
SHREZT2014F12A3IBIEFENTLESE R
wE o

ERERER
REBBNBEBEEKFNCEE R - EFE
RA MRARMEERLEERBNRA
EENBRER RABFPREEEEDL
3 R 5 7 4 B AR 3R 40 )35

RABERABIFER E R A 8158 2 (1
XERTAD(EERFAUD 2RAMERE
AEWSTR S REZE2014F12A318 1EFE
AN ARl —BEEFTEEEATA -EFE
EEERRBIACEERRARER - LiE
RBF=FA-

EENRESRS

ARBERPN—EBRATERRAER L™
R BSE548E567IKFTEMR SN TIZAE (R
SNTIZE) CEBETEERSZITAS
Al o

KAMBESEHBEEERNER MARQAL
TNHEHZ2014F12A31B EFERAEM
AFERGUTREZERERTBRRHZ
TATRIZIBM -
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Corporate Governance Report (continued)
PHEESHWS

BOARD OF DIRECTORS

Composition

The Board currently comprises 8 Directors, including the Chairman
(being an Executive Director), the other 2 Executive Directors, 2
Non-Executive Directors and 3 Independent Non-Executive Directors.
An updated list of Directors identifying their roles and functions and
whether they are Independent Non-executive Directors has been
published on the websites of the Company and the Stock Exchange
respectively. The profiles of the Directors are set out in the section
“Profiles of Directors and Senior Management” of this report.

As announced by the Company, Mr. Chiu Yu Wang was appointed
as an Independent Non-Executive Director with effect from 17
February 2014; Dr. Sung Tak Wing Leo was re-designated from an
Independent Non-Executive Director to an Executive Director with
effect from 7 March 2014; Mr. Lee Cheung Ming resigned as an
Executive Director and Chairman of the Board of the Company with
effect from 1 July 2014; Mr. Zhang Qing was appointed as an
Executive Director and Chairman of the Board of the Company with
effect from 1 July 2014; Mr. Ye Jian was appointed as a Non-
Executive Director with effect from 26 August 2014; and Mr. Liu
Kam Lung was re-designated from an Executive Director to a Non-
Executive Director with effect from 16 October 2014.

Exg

#H R

ExeRdeREzdN BEER (BT
B HMBWNTES 22FNTEER
3EBIUFNTEF -SH —NEFEKESR
BEGIREAEMBENNRETETBILIEHN
TES) 2 25 RIE R AR A R 3P a8 uh -
EENEEARBRENAFRIESREMRERE
ABWEE] -

WIMARBRAE  WARTEBREETRE
TIFMITESE R2014F2817TBE KRB
BIETHB YR TESTHAETRANITES
MR201463 A7 £ TRE L EN20145F
TATEBEBEARARITEERESTEERE
REAFEEZERANRRAATESTRESS
FEER2014F7A1RER  EBRAELEER
TEAIFRITES  MN2014F8H268 L0 &
BEeRAERNTESTATRIERTES
2014510 16 H £ »
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During the year ended 31 December 2014, 4 regular Board
meetings and 11 other Board meetings were held in addition to
circulation of written resolution. The composition of the Board
during the year and up to the date of this report, and its members’
attendance record of meetings held in 2014 are shown below:

HE204FN2A3MBLEFE B TUERHA
AMEERRIN HREBITTIRESTEER
ERERNAEMNESFESH RFARBZE
ABEBBMALZEFTEMAKREKER
014 FNBRITHEZNEELENT -

Attendance record of meetings held in 2014

R2OUVFERABITHERHEL SR

Annual

General Audit Remuneration Nomination
Name of member Meeting Board Committee Committee Committee
REEH BERRKE EExg ENKZES FMzEe REZES

In number (in %)  In number (in %) In number (in %) In number (in %) In number (in %)
RE(EHNER) KEEHME) RHBEHE) KEEMER) RHBEHX)

Total Number of Meetings 1 15 5 7 8
eBNEAY (Note 7)
CGE)

Number of Meetings attended/Total
HEEBERY HY
Executive Directors
HITES
Mr. Zhang Qing (Chairman) (Note 1) N/A 8/8 N/A N/A N/A
RESLE(FER) (M i A (100%) TEA i@ A i A
Mr. Li Kwei Chung (Chief Executive Officer) 11 14/15 N/A N/A N/A
TG E (TTHAER) (100%) (93%) i@ A i@ A i A
Dr. Sung Tak Wing Leo (Chief Financial

Officer) (Note 2) 11 13/13 N/A N/A N/A
RGLBL (B HME) (F32) (100%) (100%) i@ THER ok
Mr. Liu Kam Lung (Note 3) M7 12/13 N/A N/A N/A
BeEEE(ME3) (100%) (92%) i@ A TEHA i
Mr. Lee Cheung Ming (Note 4) 11 7/7 N/A N/A N/A
F R A EHIFES) (100%) (100%) & TEA i@ A
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Corporate Governance Report (continued)
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Attendance record of meetings held in 2014 (Continued)

R2014FARTHEE L F D& (E)

Annual

General Audit Remuneration Nomination
Name of member Meeting Board Committee Committee Committee
REEH BERRKE EEge ENZEE® FMzEE REZES

In number (in %)  In number (in %) In number (in %) In number (in %) In number (in %)

RE(ERE) REERE) RUEGE KEERE) KBEHE)

Non-Executive Directors

FHITES

Mr. Ye Jian (Note 5) N/A 5/5 N/A N/A N/A
ER (D) TEA (100%) TiE A i A A i A
Mr. Liu Kam Lung (Note 3) N/A 2/2 N/A N/A N/A
BaiErE(MiEs) TEA (100%) TiE A i A A i A

Independent Non-executive Directors

BYEHTES

Mr. Chan Sun Kwong 11 15/15 5/5 717 8/8
BEXELE (100%) (100%) (100%) (100%) (100%)
Mr. Ko Yin Wai 171 15/15 5/5 717 8/8
SEELE (100%) (100%) (100%) (100%) (100%)
Dr. Sung Tak Wing Leo (Note 2) N/A 12 N/A 172 172
RELEBL () TiEA (50%) i F (50%) (50%)
Mr. Chiu Yu Wang (Note 6) 111 13/13 5/5 6/6 7/7
8 7 (B 5Ee) (100%) (100%) (100%) (100%) (100%)
Notes: B2

1. Mr. Zhang Qing was appointed as an Executive Director and Chairman of 1. KRELEEZAARTEERESTSEIRA
the Board with effect from 1 July 2014. 20145 7R 1B AR -

2. Dr. Sung Tak Wing Leo was re-designated from an Independent Non- 2. RERBTHBUINTESTHITANTES
Executive Director to an Executive Director with effect from 7 March 2014. H2014F3 784/ -

3. Mr. Liu Kam Lung was re-designated from an Executive Director to a Non- 3. BeEEAERNTEFAEITRINTESE
Executive Director with effect from 16 October 2014. 2014F 10 B 16 H £/ -
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4. Mr. Lee Cheung Ming resigned as an Executive Director and Chairman of
the Board with effect from 1 July 2014.

5. Mr. Ye Jian was appointed as a Non-Executive Director with effect from
26 August 2014.

6. Mr. Chiu Yu Wang was appointed as an Independent Non-Executive
Director with effect from 17 February 2014.

7. The Board held 4 regular Board meetings and 11 other full Board meetings
during the year ended 31 December 2014.

THE RESPONSIBILITIES OF THE BOARD

The Board is responsible for the control and leadership of
management of Company’s business and is collectively responsible
for the Company’s affair under the Board’'s direction and
supervision. All the Directors should make decision objectively in the

interests of the Company.

The overall responsibilities of the Board include considering and
making decisions on the following matters:

(i) Setting the corporate goals of the Group and formulating the
Group's strategy and monitoring the implementation;

(i)  Diversification and extension of activities into new business
area;

(i) Approving the annual, half year and quarterly results;
(iv)  Dividend policy;
(v)  Material acquisitions and disposal,

(vi) Reviewing and monitoring the Group’s internal control
systems,

(vii)  Monitoring the performance of the Management; and

(viii) Determining and reviewing the composition and diversity of
the Board.

4. TRHBEEFEBRTIAVTESEREETEIRAE
2014F7R1BER -

5. EREARTTRIERNITESTB2014F8A26
HAR -

6. EWEREEBEETRBUINITEEBR2014F
2BR17BEM -

7. HER2014F12A3MBILEFER  EFGLR1T
TarkEEeEREBE RN IEM2BREES S

2
A% ©

ESENRE

EZeRAEREREEARAEB 2 ER

THEAAEEEREEARAEBZE
T HPHARAEERNERESTEUN
Az MEmRKE  BBIIELRE-

P i UUE

EEeMERBERRN T ERETER
I R TE -

() BIEAEENEEBR jt%\JiZIK%
MBS - W EIREBITIE)

(i) (EZTAEMERI A XA

(i) HAEFE FFERFEEE:

(iv) BEBEBUR:

v BEABRERLE:

(vi) BEREERANKREZAMEIERR

(vii BEREEEMRE: R

(i) REMEBHESTSMEKNLZ T -
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BOARD COMPOSITION AND DIVERSITY POLICY

The Company has adopted the board diversity policy since 30
August 2013. The policy sets out the approach to achieve diversity
in the Board that should have a balance of skills, experience and
diversity of perspectives appropriate to the requirements of the
Group'’s business and compliance with policies. The composition
and diversity policies of the Board is reviewed annually and
regularly. The Board should ensure that its changes in composition
will not result in any undue interference. The Board members
should possess appropriate professionalism, experience and
trustworthiness in performing duties and functions. The Board
would diversify its members according to the Company’s situations
and need. While participating in nomination and recommendation
of director candidates during the year, each member of the Board
may consider a range of diversity perspectives, including but not
limited to gender, age, cultural and educational background, or
professional experience in achieving diversity for the benefit of the
Company’s various business development and management. The
Board is to review the policy concerning diversity of Board members,
and to disclose the policy or a summary of the policy in the
corporate governance report, including any quantitative targets and
standards and its progress with policy implementation.

During the year of 2014, the Board has reviewed the diversity of the
Board and considered the Board composition and diversity policy
appropriate.

MANAGEMENT

The daily management, administration and operation of the
Company are delegated to the Chief Executive Officer and senior
management (the “Management”). The delegated functions and
assignments are periodically reviewed. Approval has to be obtained
from the Board prior to entering into any significant transactions by
the above mentioned officers.

EETENERREEZ TILHE

ANANFIB2013F8 A0 EHEMEESKE
ZHEBR BRI BEFTSEIZANAE
BREBRERNER BFrHRIEES
WA EKEZTILBER  UAEEEFSERB
HEMGRELD KREZENBHHEAE -
EEeRBREAKABNESHELISE
THENTE EFEeNERAEMTNE
¥ gEBREBE UBTEBERBE -EF
CRETARABRATE HKXNEBFUST
It EEEEKELEFARESTREAD
REREBR AIERAZELZERZET
BEETRR)MR - F8 - XEERBEE
SUEELR AARARARSHEEBHE
BREREE BEFEeRAPIPRESFTENESL T
fEHBE REEEAREABEEEBRER
BHEME BEARTHENEMAGER
BERGEZRHEE o

MR0V4FEHHE EXSCERITEFETKREN
ETMERREFENEKLKE Z TILRK
“A

ARABHAEEE TTHEKLEZR TITRAE
BReREEB(ERE]D MERBAL
THEECHETEERETRT - LR R
BERFTUEAEARZANAESESSH]
i
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The overall responsibilities of the Management include considering
and making decisions on the following matters:

(i) Implementing the Group’s policy and strategies as set by the
Board;

(i)  Strategic planning of different business and functions;

(i)  Closely monitoring operational and financial results in
accordance with plans and budgets;

(iv)  Putting adequate operational, planning and financial control
systems in place; and

(v)  Managing the Group’s day to day business.

CONFIRMATION OF INDEPENDENCE

In compliance with Rules 5.05(1) and (2) of the GEM Listing Rules,
the Company has appointed 3 Independent Non-Executive
Directors; and at least one of whom has appropriate professional
qualifications or accounting or related financial management
expertise. Each of the independent non-executive Directors has
made an annual confirmation in writing of his independence
pursuant to Rule 5.09 of the GEM Listing Rules and the Company
considers that all the independent non-executive Directors were
independent during the year.

All Independent Non-Executive Directors are identified as such in all
corporate communications containing the names of the Directors by
the Company.

Save as otherwise disclosed herein, there is no family or other
material relationship among members of the Board.

ERERTIERETERLELIRE

THEZZH EAS BB BEME

i

=z}
oR /

(i) RETREER KBEE

(i) BRBEFTEMBEEVEREERWFE

B

(iv) BESEE O EE R BN
R

v AEBEHBEEEBERE-

A VA

RARBEREIBRBUFRTEST Hp 2
PR ABEENEXER NS NEM
MPBERER UWETAZERETRAUSE
505() Rk EBILIIFRTEFERIEA
KR EMHRAES0MRZHE - A EEER
HEEzBIM - ARARBMAEBILIEHR
TEEHRBIYLAL -

ARRRABNSESTHERNAREMAT -
BHAMBBEILIERITEETSND -

BRAXZEREEIN
KEREMEKRBERE -

EEeXRBZHME
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CONTINUOUS PROFESSIONAL DEVELOPMENT

All Directors, including Independent Non-Executive Directors, should
keep abreast of their collective responsibilities as Directors and of
the businesses and activities of the Group. The Group also provides
briefings and other training to develop and refresh the Directors’
knowledge and skills, and updates all Directors on the latest
developments regarding the GEM Listing Rules and other applicable
regulatory requirements to ensure compliance and to enhance their
awareness of good corporate governance practices.

During the year ended 31 December 2014, the Directors provided
their training record to the Company in respect of their participation
in training activities such as attending seminars relevant to their
duties and responsibilities as directors of a listed company,
particulars of which are as follows:

SEEXRRE

MEER(BRBLIFNTES) ERKER
ERAREENEBBERAEENER R
ENCIRIVNG W) 875 T S R i PP -
REHZEEENMBMXE: RERBHEAE
ERETREEMEREERE 2 &I
ETE2REE BREFATREAERIY
CEERERZERMKE-

HE2014F12A31HIEFERN EFNAA
N AR M2 EEIE B 2 5540 8% (B 10 ) FE
M) BHEEALTRREESNEBME T
MER - FBEWT :

Reading Attending
materials the seminar
relevant to Attending relevant to
directors’ the seminar the skill of
duties and provided by  the Director’s
responsibilities the Company position
HESE HEEAEES
EERBR HEMBATA RBEER 2
BEZEH R ZEE B MG 58 B2
Executive Directors
HITES
Mr. Zhang Qing (Chairman) (Note 1) v v 4
RESLAE(ERE) (1)
Mr. Li Kwei Chung (Chief Executive Officer) v v 4
TR (FTTEAEE)
Dr. Sung Tak Wing Leo (Chief Financial Officer) (Note 2) v v v

REB&RIEL (THALE) (HE2)
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Reading Attending
materials the seminar
relevant to Attending relevant to
directors’ the seminar the skill of
duties and provided by  the Director’s
responsibilities the Company position
HEEE HEERARES
EESRER HEBRQAE FBEMEBE 2
BEZEH R ZERE B 1Mo 58 B2
Mr. Liu Kam Lung (Note 3) v v v
B ek d (HaE3)
Mr. Lee Cheung Ming (Note 4) v — —
FREEE (H5E4)
Non-executive Directors
FHITES
Mr. Ye Jian (Note 5) v v —
BB S A (MH5ES)
Mr. Liu Kam Lung (Note 3) v v v
B et E (MaE3)
Independent Non-executive Directors
BIYFHITES
Mr. Chan Sun Kwong v v v
PR = A&
Mr. Ko Yin Wai v v _
=SBELEE
Dr. Sung Tak Wing Leo (Note 2) N/A N/A N/A
REGEBE L (F7E2) i@ A NiE A i@ A
v v _

Mr. Chiu Yu Wang (Note 6)
o R g & (B EEe)
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Notes:

1. Mr. Zhang Qing was appointed as an Executive Director and Chairman of
the Board of the Company with effect from 1 July 2014.

2. Dr. Sung Tak Wing Leo was re-designated from an Independent Non-
Executive Director to an Executive Director with effect from 7 March 2014.

3. Mr. Liu Kam Lung was re-designated from an Executive Director to a Non-
Executive Director to with effect from 16 October 2014.

4. Mr. Lee Cheung Ming resigned as an Executive Director and Chairman of
the Board of the Company with effect from 1 July 2014.

5. Mr. Ye Jian was appointed as a Non-Executive Director with effect from
26 August 2014.

6. Mr. Chiu Yu Wang was appointed as an Independent Non-Executive
Director with effect from 17 February 2014.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Up to 1 July 2014, the Chairman of the Board of the Company was
Mr. Lee Cheung Ming and since 1 July 2014, Mr. Zhang Qing has
become the Chairman of the Board of the Company. The Chief
Executive Officer of the Company is Mr. Li Kwei Chung. The roles of
the Chairman and the Chief Executive Officer are separated and not
executed by the same individual to prevent power concentration on
any one individual. The Chairman is primarily responsible for
managing the Board, whereas the Chief Executive Officer is
primarily responsible for overseeing the various businesses of the
Group. Their respective roles and responsibilities are summarised as
follows:

Responsibilities of the Chairman include:

(i) leading the Board and ensuring that the Board functions
effectively and smoothly;

(i) chairing the Board and shareholder’s meetings;

(i) approving the agenda for each Board meeting, taking into
account, where appropriate, any matters proposed by the
other Directors and the Company Secretary for inclusion in
the agenda;
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(vi)

(vii)

(viii)

Corporate Governance Report (continued)
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ensuring that all Directors receive all relevant information
prior to each meeting and are properly briefed on issues
arising at Board meetings;

ensuring all key and appropriate issues are discussed by the
Board in a timely and constructive manner;

encouraging all Directors, including the Independent Non-
Executive Directors, to actively participate in all Board and
Board Committees meetings and promoting a culture of
openness for the Directors to share and voice their concerns
on all matters during each meeting;

ensuring good corporate governance practices and procedures
are established and followed; and

taking appropriate steps to provide effective communication
with shareholders and to ensure that shareholders’ view are
communicated to the Board as a whole.

Responsibilities of the Chief Executive Officer include:

(i)

(ii)

(iii)

(iv)

(vi)

(vii)

(viii)

implementing the Group's policy and strategies as set by the
Board;

strategic planning of different business and functions;

closely monitoring operational and financial results in
accordance with plans and budgets;

assuming full accountability to the Board for all aspects of the
Group's operations and performance;

maintaining ongoing dialogue with the Chairman and the
other Directors;

developing and leading an effective executive team;

putting adequate operational, planning and financial control
systems in place; and

representing the Company and managing the Group’s day to
day business.

(iv)

(vii)

(viii)

THAHNBE R

(i)

(ii)

(iii)

(iv)

(vi)

(vii)

(viii)
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APPOINTMENT AND RE-ELECTION OF
DIRECTORS

All the Directors (including the independent non-executive Directors)
are appointed for an initial term of one year and subject to
retirement by rotation and eligible for re-election in accordance
with the Company’s articles of association. At each annual general
meeting, not less than one third of the Directors then in office shall
retire and every Director is subject to retirement by rotation at least
once every three years.

All existing Directors are entitled to a fixed remuneration per month
or fee per annum respectively. The remuneration of each Director is
subject to the annual review of the Board with reference to his
contribution in terms of time, effort and his expertise.

Details of remuneration paid to each of the Directors during the
year are disclosed in Note 12 (a) to the financial statements.

All Directors are entitled to be reimbursed for reasonable expenses
incurred during the performance of their duties to the Company
and are eligible for share options under the share option scheme of
the Company.

BOARD COMMITTEES

The Board has established the board committees, namely, the audit
committee, the remuneration committee and the nomination
committee, all with specific terms of reference clearly defining the
powers and responsibilities of the respective board committees. All
board committees are required by their terms of reference to report
to the Board in

relation to their decisions, findings or

recommendations.
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AUDIT COMMITTEE

The Company has established an audit committee (“Audit
Committee”) with written terms of reference that are in conformity
with the requirements of the CG Code which are available on the
websites of the Stock Exchange and the Company.

The Audit Committee is currently composed of the 3 Independent
Non-executive Directors, namely Mr. Chan Sun Kwong, Mr. Chiu Yu
Wang and Mr. Ko Yin Wai, and chaired by Mr. Chan Sun Kwong,
with all members being Independent Non-executive Directors of the
Company in full compliance with Rule 5.28 of the GEM Listing
Rules.

For the year ended 31 December 2014, 5 audit committee meetings
were held and the members’ attendance is shown on page 29 to 31
of this report.

The function of the Audit Committee include the following:

(i) Relationship with the Company’s auditors

(@)  to be primarily responsible for making recommendation
to the Board on the appointment, reappointment and
removal of the external auditor and to approve the
remuneration and terms of engagement of the external
auditor, and any questions of resignation or dismissal;

(b) to review and monitor the external auditor’s
independence and objectivity and the effectiveness of
the audit process in accordance with applicable
standards. The Audit Committee should discuss with
the auditor the nature and scope of the audit and
reporting obligations before the audit commences; and
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to develop and implement policy on engaging an
external auditor to supply non-audit services. For this
“external auditor”

purpose, includes any entity that is

under common control, ownership or management
with the audit firm or any entity that a reasonable and
informed third party knowing all relevant information
would reasonably conclude to be part of the audit firm
nationally or internationally. The Audit Committee
should report to the Board, identifying and making
recommendations on any matters where action or

improvement is needed.

(ii) Review of the Company’s financial information

(a)

to monitor the integrity of the Company’s financial
statements and annual report and accounts, half-year
report and/or quarterly reports, and to review significant
financial reporting judgments contained in them before
submission to the Board, focusing particularly on:

(1) any changes in accounting policies and practices;

(2)  major judgmental areas;

(3) significant adjustments resulting from the audit;

(4) the going concern assumptions and any
qualifications;

(5) compliance with accounting standards; and

(6) compliance with GEM Listing Rules and legal
requirements in relation to financial reporting.
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Regarding (ii)(a) above,

(1) the members of the Audit Committee should liaise
with the Board and senior management and the
Audit Committee must meet, at least twice a year,
with the Company’s auditors; and

(2) the Audit Committee should consider any
significant or unusual items that are, or may need
to be, reflected in the reports and accounts, it
should give due consideration to any matters that
have been raised by the Company’s staff
responsible for the accountant, compliance officer
or auditors.

(iii) Oversight of the Company’s financial

reporting system and

internal control

procedures

(a)

to review the Company’s financial controls, internal
control and risk management systems;

to discuss the internal control system with management
to ensure that management has performed its duty to
have an effective internal control system. The discussion
should include the adequacy of resources, staff
qualifications and experience, training programs and
budget of the Company’s accounting and financial
reporting function;

to consider major investigation findings on internal
control matters as delegated by the Board or on its own
initiative and management’s response to these findings;

where an internal audit function exists, to ensure co-
ordination between the internal and external auditors,
and to ensure that the internal audit function is
adequately resourced and has appropriate standing
within the Company, and to review and monitor its
effectiveness;
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to review the group’s financial and accounting policies
and practices;

to review the external auditor's management letter, any
material queries raised by the auditor to management
about accounting records, financial accounts or systems
of control and management’s response;

to ensure that the Board will provide a timely response
to the issues raised in the external auditor’s

management letter;

to report to the Board on any matters above;

to consider other topics, as requested by the Board;

to review arrangements employee of the Company can
use, in confidence, to raise concerns about possible
improprieties in financial reporting, internal control or
other matters. The Audit Committee should ensure that
proper arrangements are in place for fair and
independent investigation of these matters and for
appropriate follow up action; and

to act as the key representative body for overseeing the
Company’s relationship with the external auditor.

Major accomplishments in 2014 comprised the following:

reviewed the quarterly, half-yearly and annually results of the

Group as well as discussed and reviewed financial and other

reports for the year;
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reviewed the external auditor's significant findings and
management’s response to the recommendation raised;

reviewed the effectiveness of the internal control system and
the adequacy of the accounting and financial reporting
function of the Group;

reviewed and approved the external auditor’s statutory audit
scope for 2014 and the letter of representation to be given by
the Board;

considered and approved the 2014 external audit fees and
engagement letters; and

monitored the audit and non-audit services rendered to the
Group by its external auditor and ensures their engagement
in other non-audit services, if any, will not impair their audit
independence or objectivity.

There was no disagreement between the Board and the Audit

Committee on the selection, appointment, resignation or dismissal

of the external auditors for the year ended 31 December 2014.

The Audit Committee has reviewed the audited financial statements

of the Group for the year ended 31

December 2014 and

recommended approval to the Board.
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REMUNERATION COMMITTEE

The Company has established a remuneration committee
(“Remuneration Committee”) with written terms of reference in
accordance with the requirement of the CG Code. In accordance
with provisions set out in the CG Code are available on the websites
of the Stock Exchange and the Company.

The Remuneration Committee is currently composed of the 3
Independent Non-executive Directors, namely Mr. Chan Sun
Kwong, Mr. Chiu Yu Wang and Mr. Ko Yin Wai, and chaired by Mr.
Chan Sun Kwong.

For the year ended 31 December 2014, 7 remuneration committee
meetings were held and the members’ attendance is shown on
page 29 to 31 of this Report.

The role and function of the Remuneration Committee includes:

() to make recommendations to the Board on the Company’s
policy and structure for all directors’ and senior management
remuneration and on the establishment of a formal and
transparent procedure for developing remuneration policy;

(i)  to review and approve the management’'s remuneration
proposals with reference to the Board's corporate goal and
objectives;

(i)  to make recommendations to the Board on the remuneration
packages of individual executive directors and senior
management. This should include benefits in kind, person
rights and compensation payments, including any

compensation payable for loss or termination of their office or

appointment;

(iv) to make recommendations to the Board on the remuneration
of non-executive directors;

(v) to consider salaries paid by comparable companies, time
commitment and responsibilities and employment conditions
elsewhere in the Group;
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to review and approve compensation payable to executive
directors and senior management for any loss or termination
of office or appointment to ensure that it is consistent with
contractual terms and is otherwise fair and not excessive;

to review and approve compensation arrangements relating
to dismissal or remove of directors for misconduct to ensure
that they are consistent with contractual terms and are
otherwise reasonable and appropriate; and

to ensure that no director or any of his associates is involved
in deciding his own remuneration.

Major accomplishments in 2014 comprised the following:

(i)

(i)

reviewed matters relating to the existing remuneration
packages and emoluments of Directors and senior
management; and

considered and reviewed the Group’s remuneration policy
with reference to time commitment and responsibilities of the
Directors and the senior management, desirability of
performance-based remuneration.
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NOMINATION COMMITTEE

The Company has established a nomination committee (“Nomination
Committee”) with written terms of reference. The terms of
reference of the Nomination Committee are in conformity with the
requirements of the CG Code and are available on the websites of
the Stock Exchange and the Company.

The Nomination Committee is currently composed of the 3
Independent Non-executive Directors, namely Mr. Chan Sun
Kwong, Mr. Chiu Yu Wang and Mr. Ko Yin Wai, and chaired by Mr.
Chan Sun Kwong.

For the year ended 31 December 2014, 8 Nomination Committee
meetings were held and the members’ attendance is shown on
page 29 to 31 of this Report.

The role and function of the Nomination Committee includes:
(i) to review the structure, size and composition (including the

skills,
annually and make recommendations on any proposed

knowledge and experience) of the Board at least

changes to the Board to complement the Company’s
corporate strategy;

(i) to identify individuals suitably qualified to become Board
members and select or make recommendations to the Board
on the selection of, individuals nominated for directorships;

(i) to assess the independence of independent non-executive
Directors;

(iv) to make recommendations to the Board on the appointment
or re-appointment of Directors and succession planning for
Directors in particular the Chairman and the chief executive of
the Company; and
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where the Board proposes a resolution to elect an individual
as an independent non-executive director at the general
meeting, it should set out in the circular to shareholders and/
or explanatory statement accompanying the notice of the
relevant general meeting why the Nomination Committee
believes he should be elected and the reasons why the
Nomination Committee considers him to be independent.

Major accomplishments in 2014 comprised the following:

(i)

(i)

(iii)

(vi)

recommended to the Board with respect to the retirement
and re-election of Directors at the last annual general meeting
held on 30 April 2014;

recommended to the Board the appointment of Mr. Zhang
Qing as an Executive Director and the Chairman of the Board
of the Company;

recommended to the Board the appointment of Mr. Ye Jian
as a Non-Executive Director;

recommended to the Board the appointment of Mr. Chiu Yu
Wang as an Independent Non-Executive Director;

recommended to the Board the re-designation of Dr. Sung
Tak Wing Leo from an Independent Non-Executive Director to
an Executive Director; and

recommended to the Board the re-designation of Mr. Liu Kam
Lung from an Executive Director to a Non-Executive Director.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the corporate governance

duties set out in the code provision D.3.1 of the CG Code.

The Board held 2 meetings for the purpose of reviewing the

compliance of corporate governance policies for the year ended 31
December 2014.
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The duties of the Board include:

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

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

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

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

and

(v)  to review the Group’s compliance with the CG Code and
disclosure in the CG Report.

Major accomplishments in 2014 comprised the following:

(i)  evaluated the Group’s policies and practices on corporate
governance and made appropriate amendments;

(i) arranged the training and continuous professional
development of Directors and senior management; and

(i) reviewed the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report.
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AUDITOR

Auditor’s Remuneration

The fees in respect of audit and non-audit services provided by the
external auditor to the Group for the year ended 31 December
2014 amounted to approximately HK$380,000 and HK$200,000
respectively. The non-audit service represented service fees for the
annual review of internal control and other non-audit services.

The accounts for the year 2014 were audited by JH CPA Alliance
Limited whose term of office will expire upon the forthcoming
annual general meeting of the Company. The Audit Committee has
recommended to the Board that JH CPA Alliance Limited be re-
appointed as the auditors of the Company at the forthcoming
annual general meeting.

DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING

The Directors acknowledge their responsibility for preparation of
the Group’s financial statements to give a true and fair view. The
responsibilities of auditors in respect of the financial statements are
set out in the report of the auditors forming part of this Report.

INTERNAL CONTROLS

The Board acknowledges its responsibility to establish, maintain and
review the effectiveness of the Group’s system of internal controls
with a view to ensuring that shareholders’ investments and the
Group's assets are safeguarded. This responsibility is primarily
fulfilled on its behalf by the Audit Committee. In the year under
review, JH CPA Alliance Limited as independent consultant, has
reviewed the effectiveness of the internal control systems of the
Group, covering material controls, including financial, operational
and compliance controls and risk management functions.
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Corporate Governance Report (continued)
PHEESHWS

Based on the review, the Audit Committee is of the view that the
Group's internal control system was effective and in compliance
with the requirements of the CG Code C.2.1 for the year ended 31
December 2014.

RISK MANAGEMENT

The Company improves its business and operational activities by
identifying the areas of significant business risks via a regular review
and taking appropriate measures to control and mitigate these risks.
The management of the Company reviews all significant control
policies and procedures and highlights all significant matters to the
Board and Audit Committee.

COMPANY SECRETARY

As at 31 December 2014, the Joint Company Secretaries were Dr.
Sung Tak Wing Leo and Ms. Chan Lok Yin.

Details of backgrounds and qualification of the Joint Company
Secretaries of the Company are set out in the “Profiles of Directors
and Senior Management” of this report.

A written record had been received by the Company from Dr. Sung
Tak Wing Leo and Ms. Chan Lok Yin to confirm that each of them
took not less than 15 hours of relevant professional training during
the year ended 31 December 2014. The Company is of the view
that Dr. Sung Tak Wing Leo and Ms. Chan Lok Yin have complied
with Rule 5.15 of the GEM Listing Rules.
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Corporate Governance Report (continued)
PEESHWS @

SHAREHOLDERS’ RIGHTS TO CONVENE
EXTRAORDINARY GENERAL MEETING

In order to safeguard shareholders’ interests and rights, separate
resolutions are proposed at shareholders’ meetings on each
substantial issue, including the election of individual directors, for
shareholders’ consideration and voting.

The following procedures for shareholders of the Company to
convene an extraordinary general meeting are subject to the articles
of association of the Company (the “Articles”), and the applicable
legislation and regulation, in particular the GEM Listing Rules:

(i) any one or more shareholders of the Company holding at the
date of deposit of the requisition not less than one-tenth of
the paid up capital of the Company (the “Eligible
Shareholder(s)”) 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 (the “Company Secretary”), to require an
extraordinary general meeting (the "EGM"”) to be called by
the Board for the transaction of any business specified in such
requisition pursuant to Article 58 of the Articles; and

(i) if within 21 days of the deposit of the requisition, the Board
fails to proceed to convene such EGM, the Eligible
Shareholder(s) himself/herself/themselves may do so, and all
reasonable expenses incurred by the Eligible Shareholder(s)
concerned as a result of the failure of the Board shall be
reimbursed to the Eligible Shareholder(s) concerned by the
Company.

ARBIRRAG ZRRER

RREERREZNEN ARAREERSE
HBRERENES) NBERAGREBL
REBR - AERREBRIER -

ARAIRRARBRRFEIRGEZEFIZT
JIRREERAATERZAAD - &R A
KA R RAIRR LR RITARR

() WREZSEMAIESHK REZ2ZERKBEH
FAENDRARAZRERACGE T EF
RARBBERAGLERRE) 92—
ER-—BXZZARRBRR(AERK
R)ERARAZEZTGHNARAZAT
WME(AAWMEDBEHEBESR 2R
EE2ARBRERE R AS (TBRREHIK
) NEEEBMEBLPEANTMNE
Bk

(i) MEFSGREEEREEIEK2IRAE
FRERRFERARE  MABEBERERABTT
ARBEREHIARE MEESEERER
MZAESERAERBRREENMA
EEEMR ARAARNABEERBR
EITEN -

Annual Report 2014 @ 2014 F 3R



Corporate Governance Report (continued)
PHEEBRS®@

PROCEDURES FOR SENDING ENQUIRIES TO
THE BOARD

Apart from sending email to info@megalogic.com.hk, shareholders
may send their enquiries and concerns to the Board by addressing
them to the headquarter and principal place of business of the
Company in Hong Kong at Suite 2101, 21/F., Chinachem Century
Tower, 178 Gloucester Road, Wan Chai, Hong Kong, by post or by
fax to (852) 2539 0323, for the attention of the Company
Secretary.

PROCEDURES FOR SHAREHOLDERS TO PUT
FORWARD PROPOSALS AT SHAREHOLDERS’
MEETINGS

There are no provisions allowing Shareholders to move new
resolutions at the general meetings under the Companies Law
(Revised) of Cayman Islands. However, pursuant to the Articles,
Shareholders who wish to move a resolution may by means of
requisition convene an EGM following the procedures set out
above.

INVESTOR RELATIONSHIP

During the year ended 31 December 2014, there was no significant
change in the Company’s memorandum and articles of association.
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Profiles of Directors and Senior Management
EENSHREBASHEE

DIRECTORS

Executive Directors

Mr. Zhang Qing, aged 46, is an executive director and Chairman
of the Board of the Company with effect from 1 July 2014. He has
been appointed as an investor relations officer of the Company
since 18 March 2014. Mr. Zhang is also a director of the certain
subsidiaries of the Company. Mr. Zhang obtained a bachelor’s
degree in economics from Guangzhou Institute of Foreign Trade* (&
IEINE FEBT) (currently known as Guangdong University of
Foreign Studies (EHRSMEINE KE)) in the People’s Republic of
China in July 1991 and further obtained a master's degree in
business administration from San Diego State University in the
United States in December 1998. From July 1991 to July 1996, he
worked as the foreign sales staff of China National Light Industrial
Products Import & Export Corporation*. From February 2000 to
November 2003, Mr. Zhang worked as the manager of investment
department of Sichuan Harmony Enterprises (Group) Limited*. From
July 2006 to February 2013, he worked as the investment manager
of Canada Shenghe Investment Inc. Besides, Mr. Zhang acted as the
director of Sichuan Harmony Enterprises (Group) Limited* during
the period from 8 March 2011 to 12 September 2013.

The English translation of names or any descriptions in Chinese which are marked
with “*" is for identification purpose only.

Mr. Li Kwei Chung, aged 45, is one of the founders of the Group,
chief executive officer and compliance officer of the Company. He
was appointed as an Executive Director on 15 June 2011. Mr. Li has
been a director of major subsidiary of the Company, MiniLogic
Device Corporation Limited, since September 2004 and is also a
director of two of the Company’s subsidiaries. He is responsible for
daily operations, research and development activities, procurement
and quality control of the Group. Mr. Li obtained a bachelor’s
degree of Engineering and master’s degree of Science in
Engineering from the University of Hong Kong in 1992 and 1998
respectively. He has over 20 years of experience in the
semiconductor field. Mr. Li was appointed as a member of the
Information and Communication Technology R&D Centre
Technology Review Panel of ASTRI for the years of 2011 to 2014.
His responsibilities includes advising ASTRI on improving the quality
of ASTRI's R&D projects in terms of technical merit as well as the
commercialisation prospects and technology transfer potential of
the projects and assisting in evaluating the effectiveness of funded
projects in terms of assisting Hong Kong and Pearl River Delta based
companies’ to upgrade their technological competitiveness.
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Profiles of Directors and Senior Management (continued)
ESNSRERASNEE @

Dr. Sung Tak Wing, Leo, aged 54, is currently an executive
director, chief financial officer, joint company secretary and
authorized representative of the Company. Dr. Sung was appointed
as an independent non-executive director of the Company on 23
December 2011, re-designated as an executive director of the
Company with effect from 7 March 2014 and appointed as a joint
company secretary of the Company with effect from 24 December
2014. Dr. Sung is also a director of all of the Company’s
subsidiaries. Dr. Sung is responsible for accounting and finance
management, and business development as well as company
secretarial matters of the Group. He obtained a bachelor’s degree
of Commerce in Management and Marketing from Curtin University
of Technology in Australia in 2002 and also obtained a master's
degree of Accountancy from Lingnan University in 2012. Dr. Sung
has been awarded the distinction of an honorary doctor in Business
Administration from American Purlinton University on 12 January
2013. He is currently a member of Institute of Public Accountants,
Australia. From September 2004 to February 2014, Dr. Sung served
as the managing director and a responsible officer of King's HT
Securities Limited, a licensed corporation under the SFO, and
accumulated working in the securities industry for about 12 years.
Before entering into securities industry, he worked for several
solicitors’ firms in Hong Kong for about 17 years.

Non-executive Directors

Mr. Ye Jian, aged 47, is a businessman engaging in pawn business
and experienced in market analysis and risk assessment on pawn
transactions, and an investor experienced in market analysis and risk
assessment on business and securities investments for more than 13
years. As at 31 December 2014, Mr. Ye is the sole owner of Metro
Classic Limited, a company which is beneficially interested in
21,800,000 ordinary shares of the Company, representing
approximately 7.57% of the issued share capital of the Company.
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Profiles of Directors and Senior Management (continued)
ESENSRERASNEE @

Mr. Liu Kam Lung, aged 51, has been a Non-executive Director
since 16 October 2014. Mr. Liu obtained a Diploma of Business
Administration from Hong Kong Shue Yan College (now known as
Hong Kong Shue Yan University) in 1990. Mr. Liu was admitted as
an associate of The Institute of Chartered Secretaries and
Administrators of the United Kingdom, an associate of The Hong
Kong Institute of Chartered Secretaries, an associate of Hong Kong
Institute of Certified Public Accountants, a fellow of The Association
of Chartered Certified Accountants, a full member of the Society of
Registered Financial Planners and an associate of the Taxation
Institute of Hong Kong in 1993, 1994, 1995, 1999, 2009 and 2010
respectively.

Mr. Liu has over 24 years of experience in the financial industry. Mr.
Liu is currently the chief executive officer of China Rise Finance
Group Company Limited, being a subsidiary of Symphony Holdings
Limited (HK stock code: 1223), the independent non-executive
director of Pak Tak International Limited (HK stock code: 2668) and
the independent non-executive director of Enterprise Development
Holdings Limited (HK stock code: 1808). Mr. Liu had been a non-
executive director of Kith Holdings Limited (HK stock code: 1201)
for the period from October 2010 to June 2013, and an executive
director, finance director, company secretary and authorized
representative of the Company for the period from March 2011 to
October 2014.
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Profiles of Directors and Senior Management (continued)
ESNSRERASNEE @

Independent Non-executive Directors

Mr. Chan Sun Kwong, aged 48, was appointed as an Independent
Non-executive Director on 23 December 2011. He is the company
secretary of Sam Woo Construction Group Limited (Stock Code:
3822) and independent non-executive director of Pak Tak
International Limited (Stock Code: 2668). Mr. Chan obtained a
Diploma of Business Administration from Hong Kong Shue Yan
College (now known as Hong Kong Shue Yan University) in 1990.
He is currently a fellow of The Association of Chartered Certified
Accountants, the Hong Kong Institute of Certified Public
Accountants, the Hong Kong Institute of Chartered Secretaries and
the Institute of Chartered Secretaries and Administrators in the
United Kingdom. Mr. Chan has more than 20 years of auditing,
accounting and company secretarial experience. He is currently the
chairman of the Audit Committee, the Remuneration Committee
and the Nomination Committee.

Mr. Chiu Yu Wang, aged 55, was appointed as an Independent
Non-executive Director on 17 February 2014. He obtained a
certificate in Business Studies (Banking) from Lee Wai Lee Technical
Institute of the Vocational Training Council Hong Kong in August
1983. He has over more than 20 years of marketing experience in
banking industry. Since May 2010, Mr. Chiu has become a
shareholder and a director of Sparkle Well Environmental Lighting
Company Limited, which is principally engaged in trading of
environmental lighting products. He is currently a member of the
Audit Committee, the Remuneration Committee and the
Nomination Committee.
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Profiles of Directors and Senior Management (continued)
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Mr. Ko Yin Wai, aged 52, was appointed as an Independent Non-
executive Director on 23 December 2011. He currently is an
enterprise consultant for Dongguan Changping Qiaohui Lipeng
Plastic & Hardware Manufacturing Company (3 5c & g EB 522
BREZMM) and a marketing strategic consultant for Shenzhen
Lanshuo Communication Equipment Company Limited (%3 E548
BAREARAT]). Mr. Ko has been working in the electronic
consumer products industry for about 18 years. He is currently a
member of the Audit Committee, the Remuneration Committee
and the Nomination Committee.

SENIOR MANAGEMENT

Mr. Lam Nim Yin, aged 55, joined one subsidiary of the Company,
MiniLogic Device Corporation Limited, in March 2007 and is
currently the marketing director. He has been a director of
MiniLogic Device Corporation Limited since June 2013. He is
responsible for sales and marketing activities, logistic and
warehouse control. Mr. Lam has been working in semiconductor
industry for about 27 years. During the period from 1993 to 2009,
he served as a director of a company engaging in trading of
electronics such as IC.

Mr. Liu Loi Ying, aged 37, joined one subsidiary of the Company,
MiniLogic Device Corporation Limited, in July 2003 and is currently
the engineering director and team leader in the R&D Department.
He is responsible for leading a team of engineers in R&D operations,
and supporting sales and marketing activities. Mr. Liu was an
executive director of the Company during the period from 15 June
2011 to 30 April 2013. He obtained a bachelor's degree of
Engineering in Computer Science and Computer Engineering and a
master’s degree of Science in IC Design Engineering from The Hong
Kong University of Science and Technology in 2001 and 2005
respectively. He has been working in the semiconductor field for
about 13 years.
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Ms. Chan Lok Yin, aged 30, was appointed as Assistant to Finance
Director and Company Secretary of the Company from 1 April 2012
to 31 March 2014 and is responsible for accounting and financial
management, and company secretarial matters of the Group. Since
1 April 2014, she is the Joint Company Secretary, and authorized
representative of the Company. Ms. Chan is an associate of Hong
Kong Institute of Certified Public Accountants. She obtained a
bachelor’s degree of accounting from Edinburgh Napier University
in United Kingdom in 2008. Before joining the Company, she
worked in audit firms in Hong Kong for more than 3 years, with last
position being an accountant.

COMPANY SECRETARY

Dr. Sung Tak Wing Leo and Ms. Chan Lok Yin are the Joint
Company Secretaries of the Company. For details of their profile,
please refer to the paragraph headed “Executive Directors and
Senior Management” under these section.

COMPLIANCE OFFICER

Mr. Li Kwei Chung is the compliance officer of the Company. For
details of his profile, please refer to the paragraph headed “Executive
Directors” under this section.
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Directors’ Report
EEEBHRS

The directors (“Directors”) of Megalogic Technology Holdings
Limited (the
together with the audited consolidated financial statements of the

“Company”) submit herewith their annual report

Company and its subsidiaries (collectively referred to as the “Group”)
for the year ended 31 December 2014.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATION

The principal activity of the Company is investment holding. The
principal activities and other particulars of the Company’s
subsidiaries are set out in note 17(a) to the consolidated financial
statements. The Group acquired Easy Loan Financial Limited, which
operates a money lending business in Hong Kong during the year.
There were no other significant changes in the nature of the
Group’s principal activities during the year.

The analysis of geographical locations of the company and its
subsidiaries for the year are set out in note 9 to the consolidated
financial statements.

RESULTS AND APPROPRIATION

The results of the Group for the year ended 31 December 2014 and
the state of the Company’s and the Group’s affairs as at that date are
set out in the consolidated financial statements on pages 77 to 83.

The Directors do not recommend the payment of any dividend for
the year ended 31 December 2014.

SEGMENT INFORMATION

Details of the segment information of the Group for the ended 31
December 2014 are set out in note 9 to the consolidated financial
statements.
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Directors’ Report (continued)
EE8HREmW

RESERVES

Details of the movements in reserves of the Group and the
Company during the year are set out in the “Consolidated
Statement of Changes in Equity” and note 28(b)(ii) to the
consolidated financial statements respectively.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group and the Company during the year are set out in note 16 to
the consolidated financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the year are set out in note 28(a) to the consolidated financial
statements. 48,000,000 ordinary shares were issued during the year
ended 31 December 2014 upon placing under general mandate.

DISTRIBUTABLE RESERVES OF THE COMPANY

The Company’s reserve available for distribution as at 31 December
2014 was approximately HK$32,153,000.

PRE-EMPTIVE RIGHTS

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

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last 5 financial years is set out on page 180 of the
annual report.
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Directors’ Report (continued)
EEEREmw

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the year
ended 31 December 2014.

SHARE OPTION SCHEME

Details of the Share Option Scheme of the Company adopted on 16
May 2012 are set out in note 32 to the consolidated financial
statements.

DIRECTORS

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

Executive Directors

Mr. Zhang Qing (Chairman)

(appointed with effect from 1 July 2014))

Mr. Li Kwei Chung (Chief Executive Officer)

Dr. Sung Tak Wing Leo (Chief Financial Officer)
(re-designated with effect from 7 March 2014
as an Executive Director)

Mr. Liu Kam Lung
(re-designated with effect from 16 October 2014
as Non-Executive Director)

Mr. Lee Cheung Ming (resigned on 1 July 2014)

Non-Executive Directors

Mr. Ye Jian (appointed with effect from 26 August 2014)
Mr. Liu Kam Lung

(re-designated with effect from 16 October 2014

as a Non-Executive Director)
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Independent Non-Executive Directors

Mr. Chan Sun Kwong

Mr. Chiu Yu Wang (appointed with effect from 17 February 2014
as an Independent Non-executive Director)

Mr. Ko Yin Wai

Dr. Sung Tak Wing Leo
(re-designated with effect from 7 March 2014
as an Executive Director)

ROTATION OF DIRECTORS IN THE
FORTHCOMING ANNUAL GENERAL MEETING

In accordance with the Article 83(3) of the Company’s Articles of
Association, Mr. Zhang Qing, who was appointed as an Executive
Director with effect from 1 July 2014, and Mr. Ye Jian, who was
appointed as an Non- Executive Director with effect from 26 August
2014, shall hold office until the forthcoming annual general
meeting of the Company and shall then be eligible for re-election.
Mr. Zhang Qing and Mr. Ye Jian have agreed to offer themselves
for re-election at the forthcoming annual general meeting of the
Company. Pursuant to the Article 84 of the Company’s Articles of
Association, Mr. Liu Kam Lung, Mr. Li Kwei Chung and Mr. Chan
Sun Kwong shall retire from office as Directors by rotation at the
forthcoming annual general meeting. Save for Mr. Li Kwei Chung
and Mr. Chan Sung Kwong who have indicated not to seek for re-
election at the forthcoming annual general meeting, Mr. Liu Kam
Lung, being eligible, have agreed to offer themselves for re-election
at the forthcoming annual general meeting.

DIRECTORS’ SERVICES CONTRACTS

Each of the independent non-executive Directors and non-executive
Directors is appointed for an initial term of one year commencing
from their respective dates of appointment and shall continue
thereafter from year to year until terminated by one month’s notice
in writing served by either party on the other party.

No director 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.
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DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance to which the Company, its controlling
shareholder or any of its 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.

PROFILES OF DIRECTORS AND SENIOR
MANAGEMENT

Profiles of the Directors and senior management of the Group are
set out on pages 53 to 58 of this report.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by
the Remuneration Committee on the basis of their merit,
qualifications and competence.

The emoluments of the Directors of the Company are decided by
the Remuneration Committee, having regard to the Company’s
operating results, individual performance and comparable market
statistics.

REMUNERATION OF DIRECTORS AND FIVE
INDIVIDUALS WITH HIGHEST EMOLUMENTS

Details of the emoluments of the Directors and five individuals with

highest emoluments are set out in note 12 to the consolidated
financial statements.

RETIREMENT BENEFIT SCHEME

Details of the retirement benefit scheme of the Group are set out in
note 26 to the consolidated financial statements.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY OR ANY ASSOCIATED
CORPORATION

As at 31 December 2014, the interests and short position of the
Directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO")), as recorded in the
register maintained by the Company pursuant to Section 352 of the
SFO, or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant
to the required standard of dealings by directors of listed issuers as
referred to in Rule 5.46 of the GEM Listing Rules were as follows:

EERESTHRAERAQAR
EAEBZIERSG HEROK

M20145F 12 A31H - BARFREZFH R H
EIEFIE3526FENE R MATREE  RIZ AR
NRAIRBEBBERSHAERA A (BT
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TAFBERNEER S EAMEBRN EF
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RABHERBAEGRO((FHERBAEGKRD EXV
)R m - ARG REFN#ERZRAE W
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Long positions weE
Ordinary shares of the Company AATHZEER
Approximate
Total number percentage of
of issued the issued share
ordinary capital of
Name of Director Capacity/Nature of Interest Shares held the Company
EARRAF
e ®1T ERITRA
EEEH B RmtE TEREYE WEZE
Mr. Ye Jian Interest of a controlled company (Note 1) 21,800,000 7.57%
HEREYE REGDEEER (M)
Note: B 5
1. Mr. Ye Jian is the beneficial owner of all of the issued share capital of 1. B JE A A Metro Classic Limited 2 B B 8 17 i

Metro Classic Limited, and is therefore deemed to be interested in the
21,800,000 ordinary shares of the Company in which Metro Classic
Limited is beneficially interested.

AKZzE@EAB A AR A % B Metro Classic
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Save as disclosed above, as at 31 December 2014, none of the
Directors and chief executive of the Company had any interests or
short positions in any shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning
of Part XV of the SFO) as recorded in the register required to be
kept by the Company pursuant to Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange
pursuant to the required standard of dealings by directors of listed
issuers as referred to in Rule 5.46 of the GEM Listing Rules.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the year was the Company or any of its
subsidiaries or fellow subsidiaries, a party to any arrangements to
enable the Directors to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other body
corporate.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN THE SHARES AND UNDERLYING SHARES OF
THE COMPANY

As at 31 December 2014, the following persons (other than a
Director or chief executive of the Company) had interests or short
positions in the shares and underlying shares of the Company as
recorded in the register required to be kept under 336 of the SFO:

FERRREMATREQFTR
DRERROHNEZR AR

MR2014512 4318 ARRREEFEHFLE
BHE3BETFEMNELMBER UTAL
(BRARABMEETHERITHRAEINEELR
NERGD RABERMDOERSIOXE

Long positions HeE
Ordinary shares of the Company RAANBRHNEBER
Approximate
Number of percentage of
issued the issued share
ordinary capital of
Name of Shareholder Capacity/Nature of Interest Shares held the Company
FR R N T
FrisB 817 BITRAMN
RRETE B1in  REEME ZEREE Aotk
Mr. Wong Siu Piu Interest of a controlled company and spouse 50,395,342 17.50%
(Notes 1 & 2)
AN SYESLEAE REBER (i1 &2)
Ms. Yang Min Beneficial owner and interest of spouse 50,395,342 17.50%
(Notes 1 & 2)
E) G EnEa ARREBEZ (M1 K%2)
Vital Apex Group Limited Beneficial owner (Notes 1 & 2) 39,020,342 13.55%
BEmlEA A (HiE1K%2)
Mr. Zhang Yuncheng Beneficial owner 27,489,276 9.54%
R S T A& EmiEEA
China Rise Capital Company Limited Beneficial owner (Notes 3) 23,000,000 7.99%

EEERERAT EEmbEE#RE (HRE3)
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Approximate

Number of percentage of

issued the issued share

ordinary capital of

Name of Shareholder Capacity/Nature of Interest Shares held the Company

HEXRQFE

Frise &17 BITRAH

REEH Bin  REEME EZEREE Bkt

China Rise Finance Group Interest of a controlled company (Notes 3) 23,000,000 7.99%

Company Limited

EZeMEBEBRAA SESEE R (HFE3)

Cosmo Group Holdings Limited Interest of a controlled company (Notes 3) 23,000,000 7.99%
ZYESEE R (HFE3)

Essential Holdings Limited Interest of a controlled company (Notes 3) 23,000,000 7.99%
SYESEE R (HFE3)

Jin Dragon Holdings Limited Interest of a controlled company (Notes 3) 23,000,000 7.99%
SYESEE R (HFE3)

Symphony Holdings Limited Interest of a controlled company (Notes 3) 23,000,000 7.99%
STEEEBR AR SYESEE R (HFE3)

Metro Classic Limited Beneficial owner (Note 4) 21,800,000 7.57%

Notes:

ExmlEA AL

Mr. Wong Siu Piu is the beneficial owner of all of the issued share capital
of Vital Apex Group Limited, and is therefore deemed to be interested in
the 39,020,342 ordinary shares of the Company in which Vital Apex
Group Limited is beneficially interested. His spouse, Ms. Yang Min, is the
beneficial owner of 11,375,000 ordinary shares, therefore Mr. Wong Siu
Piu is also deemed to be interested in the 11,375,000 ordinary shares of
the Company. As a result, Mr. Wong Siu Piu is deemed to be interested in
an aggregate of 50,395,342 ordinary shares of the Company.

Ms. Yang Min is the beneficial owner of 11,375,000 ordinary shares of
the Company. Her spouse, Mr. Wong Siu Piu, is the beneficial owner of all
the issued share capital of Vital Apex Group Limited, and therefore her
spouse, Mr. Wong Siu Piu, is deemed to be interested in the 39,020,342
ordinary shares of the Company in which Vital Apex Group Limited is
beneficially interested and accordingly, Ms. Yang Min is beneficially
interested and deemed to be interested in an aggregate of 50,395,342
ordinary shares of the Company.

GEE

2.
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3. China Rise Capital Company Limited is a wholly owned subsidiary of China
Rise Finance Group Company Limited which in turn is a wholly owned
subsidiary of Jin Dragon Holdings Limited. Jin Dragon Holdings Limited is a
wholly owned subsidiary of Essential Holdings Limited which in turn is a
wholly owned subsidiary of Cosmo Group Holdings Limited. Cosmo Group
Holdings Limited is a wholly owned subsidiary of Symphony Holdings
Limited, its shares were listed on Main Board of the Stock Exchange with
stock code 1223. Accordingly, China Rise Finance Group Company
Limited, Jin Dragon Holdings Limited, Essential Holdings Limited, Cosmo
Group Holdings Limited and Symphony Holdings Limited are deemed to
be interested in 23,000,000 ordinary shares of the Company.

4. Metro Classic Limited is wholly owned by Mr. Ye Jian, a non-executive
director of the Company.

Save as disclosed above, as at 31 December 2014, no other interests
or short positions in the shares or underlying shares of the Company
were recorded in the register required to be kept by the Company
under section 336 of the SFO.

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group’s sales and purchases
attributable to the major customers and suppliers respectively
during the year are as follows:

3. EZERNERRAAAREECRHEEER AN
TEMBLAR MESLHREEERAAUAR
Jin Dragon Holdings Limited ) 2 & K B 2 7] ° Jin
Dragon Holdings Limited /% Essential Holdings Limited
#) & & [T & 2 & i Essential Holdings Limited Al
/& Cosmo Group Holdings Limited 8] 2 & ¥ B 2
7] » Cosmo Group Holdings Limited & ¥ /2 £ @ &
RARIMZANE AR - ERMD BT ER
EiBRORERI22Z- Bl FELREER
A B 2 &l Jin Dragon Holdings Limited * Essential
Holdings Limited » Cosmo Group Holdings Limited }
e E AR R F AR A YA 23,000,000 A2
AIEmR -

4. Metro Classic Limited (1 AN A B] JEHA /T E BE R L

EE2EHER -

B E XX ESN - R2014F 128310 BE
AARIEREBEHFLBAEGOEIB6EMTE

2% R MR IR A E i A A 7R
kA -
TEEFRHEER

AEENTEEFPEAHEBRGEAFREHE
RERBHERDT

Sales Purchases
The largest customer SN 37% N/A g A
Five largest customers in aggregate AAREFA&F 79% N/A 73 B
The largest supplier =AM ER N/A g B 35%
Five largest suppliers in aggregate hRHEREET N/A i 89%

None of the Directors, their close associates or any shareholders
(which to the knowledge of the Directors owned more than 5% of
the Company’s share capital) had any interest in the Group's five
largest customers or suppliers.
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MANAGEMENT CONTRACTS

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

CONNECTED TRANSACTIONS

Significant related party transactions entered into by the Group
during the year ended 31 December 2014 are disclosed in note 34
to the consolidated financial statements, which do not fall under
the definition of “connected transaction” or “continuing connected
transaction” in Chapter 20 of the GEM Listing Rules.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicity available to the Company
and within the knowledge of the Directors as at the date of this
annual report, the Company has maintained a sufficient public
float.

INTEREST IN A COMPETING BUSINESS

During the year ended 31 December 2014, none of the Directors,
the controlling shareholders of the Company and their respective
close associates (as defined in the GEM Listing Rules) had any
interest in any business which competes or is likely to compete,
directly or indirectly, with the business of the Group or any other
conflicts of interest with the Group.

EEEXN
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INTERESTS OF THE COMPLIANCE ADVISER

As notified by the compliance adviser of the Company, Ample
Capital Limited, as at 31 December 2014, except for the compliance
adviser agreement entered into between the Company and Ample
Capital Limited dated 29 December 2011, neither Ample Capital
Limited nor its directors, employees or close associates (as defined
in the GEM Listing Rules) had any interest in relation to the Group.

NON-COMPETITION UNDERTAKING

On 29 December 2011, a non-competition undertaking dated 29
December 2011 (the “Undertaking”) was given by Kith Holdings
Limited, Mr. Hui King Chun and each of the then executive directors
of the Company, namely Mr. Li Kwei Chung, Mr. Liu Kam Lung, Mr.
Liu Loi Ying (collectively the “Covenantors”) in favour of the
Company (for itself and for the benefit of its subsidiaries) pursuant
to which, among other things, each of the Covenantors has given
certain undertakings and covenants in favour of the Company.

Pursuant to the Undertaking, the Undertaking shall take effect upon
the initial listing of the shares of the Company on GEM and shall
cease to be of any force and effect in relation to a party at the
earlier of:

(@)  the shares of the Company cease to be listed and traded on
the Stock Exchange;

(b) in relation to Kith Holdings Limited, the date on which it
ceases to be the controlling shareholder (as defined in the
GEM Listing Rules) of the Company; and

(©) in relation to Mr. Hui King Chun and the executive Directors,
the date on which he ceases to be a director of the Company,

provided that the Undertaking shall continue to be in full force and
effect as against the other parties to the Undertaking.
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Accordingly, the Undertaking has ceased to be of any force and
effect in relation to (i) Kith Holdings Limited since 16 April 2013; (ii)
Mr. Hui King Chun since 10 April 2013; (iii) Mr. Liu Loi Ying since
30 April 2013; and (iv) Mr. Liu Kam Lung since 16 October 2014.

For the year ended 31 December 2014, Mr. Li Kwei Chung and Mr.
Liu Kam Lung have complied with the Undertaking and have signed
and made an annual declaration on compliance with the
Undertaking for the year ended 31 December 2014. The said
written annual declarations have been received by the Company.

In compliance with the Undertaking, Mr. Li Kwei Chung and Mr. Liu
Kam Lung made the annual declaration on the compliance with the
Undertaking in this annual report as follows:

(@)  that he/she/it did not and procured that none of his/her/its
associates (other than the Group) would, either on his/her/its
own account or in conjunction with or on behalf of any
person, firm or company, directly or indirectly be interested or
engaged in or acquire or hold any rights or otherwise involved
in (in each case whether as a shareholder, partner, agent or
otherwise and whether for profit, reward or otherwise) any
business in all the countries and regions presently carried on
by the Group or any other business that may be carried on
from time to time during the term of the Undertaking
("Business”);

Wt AFRERUTHEYE TREAmMER
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NAEIME * B2013F4 16 B &8 : (i) FF & ik
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if he/she/it and/or any of his/her/its associates (other than the
Group) was offered or became aware of any opportunity in
relation to the Business, whether directly or indirectly, he/she/
it would have notified the Company of such opportunity,
provide such information as is reasonably required by the
Company as soon as practicable in order to enable it to come
to an informed assessment of such opportunity and used his/
her/its best endeavours to procure that such opportunity is
offered to the Company on terms no less favourable than the
terms on which such opportunity is offered on him/her/it and/
or his/her/its associates (other than the Group); and

he/she/it provided all information necessary for the
enforcement of the Undertaking and made this annual
declaration on the compliance with the Undertaking in this
annual report.

EVENT AFTER REPORTING PERIOD

Details of event after reporting period are set out in note 36 to the

consolidated financial statements.

CORPORATE GOVERNANCE REPORT

A corporate governance report is set out on pages 27 to 52 of this

report. Mr. Li Kwei Chung whose biographical details are set out on

page 53 of this report, is the Compliance Officer of the Company

and Dr.

Sung Tak Wing Leo and Ms. Chan Lok Yin whose

biographical details are set out on page 54 and 58 of this report,

are the Joint Company Secretaries of the Company.
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AUDITOR

Graham H.Y. Chan & Co. was re-appointed as the auditors of the
Company and its subsidiaries at the annual general meeting held on
30 April 2014. Graham H.Y. Chan & Co. resigned as an auditor of
the Company and its subsidiaries on 31 October 2014. JH CPA
Alliance Limited was appointed as an auditor of the Company and
its subsidiaries by the Board of the Company on 5 December 2014
to fill the casual vacancy following the resignation of Graham H.Y.
Chan & Co..

Save as disclosed, there is no other change in the auditors of the
Company in any of the preceding 3 years. The financial statements
have been audited by JH CPA Alliance Limited.

A resolution will be proposed at the forthcoming annual general
meeting of the Company to re-appoint JH CPA Alliance Limited as

the auditor of the Company.

On behalf of the Board

Mr. Zhang Qing
Chairman

Hong Kong, 20 March 2015
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Independent Auditor’s Report
BN RS

JH CPA Alliance Limited
H R O

Certified Public Accountants

FARDAREE 55

R E PP 8 4% 801-8024

Room 801-802A, 8/F, Tower 2, South Seas Centre

75 Mody Road, Tsim Sha Tsui East, Kowloon, Hong Kong
E 2 E-mail: info@jhcpa.com.hk

TO THE SHAREHOLDERS OF
MEGALOGIC TECHNOLOGY HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Megalogic
Technology Holdings Limited (the “Company’) and its subsidiaries
(together the “Group”) set out on pages 77 to 179, which comprise
the consolidated and the Company’s statements of financial
position as at 31 December 2014, the consolidated statement of
profit or loss and other comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of
cash flows for the year then ended, and 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.
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Independent Auditor’s Report (continued)
18 NI 1% SN AN IR & (@)

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.

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 of the Company, 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.
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Independent Auditor’s Report (continued)
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OPINION

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

JH CPA Alliance Limited
Certified Public Accountants
Hong Kong, 20 March 2015

FUNG Kwok Leung
Practising Certificate Number P2357
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Consolidated Statement of Profit or Loss and
Other Comprehensive Income

molEmNEMMERNA X

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

(Restated)
(FeE5))
2014 2013
2014 20134
Note HK$’'000 HK$’000
Bt 5T FER FAT
Revenue = 6 52,136 42,769
Cost of sales Ei=R=N TN (40,883) (32,934)
Gross profit EF 11,253 9,835
Other income H A 7 488 1,126
Other gains and losses Hmlhzm REE 591 (83)
Staff costs 8 T 7 (9,038) (6,377)
Depreciation e (1,625) (1,366)
Operating lease rental — land and KEREHES — TR
buildings BF (1,038) (424)
Other operating expenses Hiph & &EH % (8,283) (8,862)
Loss before income tax BRFFEBHATER (7.652) (6,151)
Income tax (expense)/credit e (), E% 10 (38) 61
Loss for the year ERNEE (7,690) (6,090)
Loss attributable to owners of XARBEBEAENERE
the Company (7,690) (6,090)
Other comprehensive income, HttzmEkz=E HBRAEH)
net of income tax
[tems that may be subsequently HEnes0 52852
reclassified to profit or loss: HE :
Exchange differences arising on BMEEAVIELEZRE
translation 4 _
Total comprehensive expense for FAXHBE 45
the year (7,686) (6,090)
Total comprehensive expense for AKATDBEENELMEESH
the year attributable to owners B EE
of the Company (7,686) (6,090)
Loss per share attributable to owners KA FHEAEAELERER
of the Company 15
Basic and diluted (cents) H R R #ESE B (3.04) (2.85)
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Consolidated Statement of

Financial Position
A MBIRIRE

AS AT 31 DECEMBER 2014

2014412 A31H

(Restated) (Restated)
(EY]) WEEY)
At At At
31.12.2014 31.12.2013 1.1.2013
20145  R2013F R2013F
128318 12A31H 1A1H
Note HK$'000 HK$'000 HK$'000
B 5 FET FET FET
Non-current assets IRBEE
Property, plant and equipment ME - WE NME&RE 16 3,764 3,466 3,185
Deferred tax asset RAEFRIEE E 27(a) — 38 —
3,764 3,504 3,185
Current assets REBEE
Inventories FE 18 8,486 7,790 6,566
Trade receivables FEUE SR 19 3,868 7,013 8,041
Loan receivables JE W B 3R 20 202 — —
Trading securities B 5FE5 21 3,810 — —
Deposits and prepayments ®4& MIER E 22 1,781 2,155 1,406
Tax recoverable AT Uk [ 75 18 — — 991
Bank balances and cash RITEBR MRS 23 57,214 48,878 43,901
Total current assets BRBEE 75,361 65,836 60,905
Current liabilities REEE
Trade payables JER B SRR 24 2,102 2,222 1,524
Other payables and accruals H it B M BT R IE 25 1,946 2,995 2,077
Total current liabilities BREBEE 4,048 5,217 3,601
Net current assets BREEE 71,313 60,619 57,304
Total assets less current liabilities HEERARBAE 75,077 64,123 60,489
Non-current liability FEREBEE
Deferred tax liability RERIEEE 27(a) — — "
Net assets REE 75,077 64,123 60,478
Capital and reserves BEXR#EE
Share capital [N 28(a) 28,800 24,000 20,000
Reserves HE 28(b) 46,277 40,123 40,478
Total equity EREE 75,077 64,123 60,478
ZHANG Qing SUNG Tak Wing Leo
RE REBE
Director Director
EFE g
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Statement of Financial Position
— the Company

IR & — R

AS AT 31 DECEMBER 2014 72014412 A31H

2014 2013
20145 20134
Note HK$’000 HK$'000
B FHExT FH&TT

Non-current assets kRBEE
Property, plant and equipment ME - WBE MERE 16 403 —
Investment in subsidiaries REBRRZERE 17(a) — —
403 —

Current assets REBEE
Amount due from subsidiaries FE WP B A Rl IE 17(b) 2,409 799
Loan receivables JE W E R 20 201 —
Trading securities B 5%E 5 21 3,810 —
Deposits and prepayments e RFEMRIE 22 56 180
Bank balances and cash WITHB AR S 23 54,268 47,725
Total current assets BREEE 60,744 48,704
Current liabilities REBARE

Other payables and accruals Eh FE - 2 FE 5T RUIE 25 194 363
Total current liabilities wWEsas 194 363
Net current assets EREBEE 60,550 48,341
Net assets BEE 60,953 48,341

Capital and reserves BEXRKN B
Share capital P& A 28(a) 28,800 24,000
Reserves & 28(b) 32,153 24,341
Total equity EREE 60,953 48,341

ZHANG Qing
RE

Director

EBEE
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Changes in Equitv
MORREHRE

FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

Consolidated Statement of

Retained
Asset profits/
Share Share Merger  revaluation  (Accumulated Total
capital premium reserve reserve losses) equity
BEEMH RBEEH/
BA  ROEE AO0HHE BE (R BB Exgs
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAET FAET FAT FTAT FaT FHT
At 1 January 2013, R2013F1A18 -
as previously reported ZAEIE 2] 20,000 14,702 17,941 173 7,606 60,422
Change in accounting policy SHRREEH (M2
(note 2(c)) — — — (173) 229 56
At 1 January 2013, 20131818
as restated wEY| 20,000 14,702 17,941 — 7,835 60,478
Changes in equity for the year BZE2013F12A31H
ended 31 December 2013 LEEZERESH
Loss for the year, as restated FRER KE5 — — — — (6,090) (6,090
Total comprehensive expense FREERXERE
for the year, as restated KE5| — — — — (6,090) (6,090)
Issue of shares upon placing RLE#TiRG 4,000 6,000 — — — 10,000
Expenses incurred in connection FREITRMEER
with the issue of shares 53
during the year — (265) — — — (265)
At 31 December 2013, M2013E12A318 -
as restated BE7 24,000 20,437 17,941 — 1,745 64,123
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Consolidated Statement of

Changes in Equity (Continued)
MOEREMERw@

FOR THE YEAR ENDED 31 DECEMBER 2014

HE2014F12A31BIEFE

Retained
Asset profits/
Share Share Merger revaluation Exchange (Accumulated Total
capital  premium reserve reserve reserve losses) equity
EEEfM REER/
BA ROEE S6HEE HE ELRE (RiEB) EZLE
HK$'000  HKS$'000  HK$'000  HK$'000  HKS$'000 HK$'000  HK$'000
THER TER TR THER TR TR THER
At 1 January 2014, R20145F1 818 -
as previously reported ZHBEE%R 24,000 20,437 17,941 174 - 1,761 64,313
Change in accounting policy B BEEZE (HE20)
(note 2(c)) — — - (174) - (16) (190)
At 1January 2014, asrestated ~ 1A2014F 1A 18
wE5| 24,000 20,437 17,941 — - 1,745 64,123
Changes in equity for the year EHZ20145 128318 1
ended 31 December 2014 FEZEZEE
Exchange differences arising HEELEZERES
on translation — — — — 4 - 4
Loss for the year FRER - - - - - (7,690) (7,690)
Total comprehensive expense FREEMAZEE
for the year — — — — 4 (7,690) (7,686)
Issue of shares upon placing REEETRN 4,800 14,400 - - - - 19,200
Expenses incurred in connection R 1T & A &Y
with the issue of shares A
during the year - (560) - - - - (560)
At 31 December 2014 R2014F12 8318 28,800 34,277 17,941 - 4 (5,945) 75,077
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Consolidated Statement of

Cash Flows

".7_1' (=] Eﬁﬁ lllg%

FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

(Restated)
(#&E7)
2014 2013
20145 20134
Note HK$'000 HK$'000
Bt 5 FHET FAT
Cash flows from operating activities REZLEZBHRERE
Loss before tax BRIATE R (7,652) (6,151)
Adjustments for: AT A
Bank interest income AT LB A 7 (270) (240)
Depreciation of property, plant W WER&BITE
and equipment 1,625 1,366
Gain on disposal of property, plant HEME BEK
and equipment, net = E R 8 (1 —
Provision/(reversal of provision) for BT ERE
slow-moving and obsolete (BB E)
inventories 293 (386)
Fair value gain on trading securities BSEHF AT ERE 8 (841) —
Bad debt R 8 23 12
Operating cash flows before EEESEDIRERENE
working capital changes (6,823) (5,399)
Increase in inventories F &N (989) (838)
Decrease in trade receivables B E 5 R ZUR D 3,122 1,016
Increase in loan receivables U E g N (202) —
Decrease/(increase) in deposits and e RBEAZERLD,
prepayments (3 1) 424 (749)
(Decrease)/increase in trade payables FERHE B BRE O 2, /18 N (120) 918
(Decrease)/increase in other payables H A fE S K fEET B
and accruals CRLA), /18 N (1,058) 698
Cash outflow from operations RELEZHEESRE (5,646) (4,354)
Hong Kong Profits Tax refund BEBENSHIE — 1,003
Net cash used in operating activities FRARE EZH 2 FTHE (5,646) (3,351)
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Consolidated Statement of

Cash Flows (Continued)
GOoREMNER®E®
FORTHE YEAR ENDED 31 DECEMBER 2014 EH £2014F12A31HILFE

(Restated)
(ES)
2014 2013
20145 20134
Note HK$’'000 HK$000
B 5 FET FAT
Cash flow from investing activities REBREZTBH2RHERE
Payment for purchase of property, WEWE - BE &
plant and equipment BTN (1,918) (1,647)
Proceeds from disposal of property, HEWE HER
plant and equipment X2 TS RIE 10 —
Acquisition of a subsidiary Wi —EWE QA 29(d) (55) —
Acquisition of trading securities WHEE 5 &5 (2,969) —
Bank interest received 2 UHERTT A A 270 240
Net cash used in investing activities FRREFZH 2 FHE (4,662) (1,407)
Cash flow from financing activity REBETH2EESRE
Issue of shares upon placing, net FRERITRGD - F58 18,640 9,735
Net cash generated from METBELEZERS
financing activity 18,640 9,735
Net increase in cash and ReRESEEWFEM
cash equivalents 8,332 4,977
Cash and cash equivalents R1A1BENBRERRSEEY
at 1 January 48,878 43,901
Effects of foreign exchange NEEXBE 2 HE
rate changes 4 —
Cash and cash equivalents R12B31HENEEER
at 31 December BEZEEY 57,214 48,878
Analysis of balance of cash and RERBEEEYHER DN
cash equivalents:
Bank balances and cash RITEHRRER 57,214 48,878
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Notes to the Consolidated

Financial Statements
br OB S R RS

FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands on 31
March 2011, as an exempted company with limited liability
under the Companies Law Cap. 22 of the Cayman Islands.
The address of its registered office is located at 190 Elgin
Avenue, George Town, Grand Cayman KY1-9005, Cayman
Islands. The address of its principal place of business was
located at Suite 2101, 21/F, Chinachem Century Tower, 178
Gloucester Road, Wanchai, Hong Kong.

The Company’s shares were listed on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 19 January 2012 (“Listing”). The Company is
an investment holding company. The principal activities of its
subsidiaries (together with the Company referred to as the
“Group”) are the provision of Integrated Circuit (“IC")
solutions and are engaged in design, development and sales
of ICs in addition to the money lending business. The details
of particulars of subsidiaries of the Company are set out in
note 17.

The consolidated financial statements are presented in Hong
Kong dollar (“HK$"), which is the same as the functional
currency of the Company and all value are rounded to the
nearest thousand except when otherwise indicated.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS AND CHANGE IN
ACCOUNTING POLICY

In the current year, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (“HKFRSs")
issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA"”) that are relevant to its
operations and effective for its accounting year beginning on
1 January 2014. HKFRSs comprise Hong Kong Financial
Reporting Standards (“HKFRS”); Hong Kong Accounting
Standards (“HKAS"); and Interpretations.
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Notes to the Consolidated

Financial Statements (continued)
IIITJ' ZI- .yl‘k *& ?E Bﬁ -‘-I (mﬁ)

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

APPLICATION OF NEW AND REVISED 2.
HONG KONG FINANCIAL REPORTING
STANDARDS AND CHANGE IN

ACCOUNTING POLICY (continued)

(@) New and revised HKFRS adopted

Amendments HKFRS 10, Investment entities
HKFRS 12 and
HKAS 27

Amendments to HKAS 32 Offsetting financial assets
and financial liabilities

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

Amendments to HKAS 39 Novation of derivatives and
continuation of hedge
accounting

HK (IFRIC)-Int 21 Levies

Amendments to HKFRS 10, HKFRS 12 and
HKAS 27 — Investment entities

The amendments provide consolidation relief to those
parents which qualify to be an investment entity as
defined in the amended HKFRS 10. Investment entities
are required to measure their subsidiaries at fair value
through profit or loss. These amendments do not have
an impact on these consolidated financial statements as
the Company does not qualify to be an investment
entity.
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Notes to the Consolidated

Financial Statements (continued)
r B B 85 3R R B 5T )

FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS AND CHANGE IN
ACCOUNTING POLICY (continued)

(@) New and revised HKFRS adopted (Continued)

Amendment to HKAS 32 — Offsetting
financial assets and financial liabilities

This amendment clarifies that the right of set-off must
not be contingent on a future event. It must also be
legally enforceable for all counterparties in the normal
course of business, as well as in the event of default,
insolvency or bankruptcy. The amendment also
considers settlement mechanisms. The amendment did
not have a significant effect on the Group’s financial
statements.

Amendment to HKAS 36 — Recoverable
amount disclosures for non-financial assets

The amendments reduce the circumstances in which the
recoverable amount of assets or cash-generating units is
required to be disclosed, clarify the disclosures required,
and introduce an explicit requirement to disclose the
discount rate used in determining impairment (or
reversals) where recoverable amount based on fair value
less costs of disposal is determined using a present value
technique. The amendments do not have an impact on
these consolidated financial statements as the
recoverable amounts of assets or cash-generating units
have been determined on the basis of their value in use.
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Notes to the Consolidated

Financial Statements (continued)
IIITJ' ZI- '?l.k *& ?E Bﬁ -‘-I (mﬁ)

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

APPLICATION OF NEW AND REVISED 2.
HONG KONG FINANCIAL REPORTING
STANDARDS AND CHANGE IN

ACCOUNTING POLICY (continued)

(@) New and revised HKFRS adopted (Continued)

Amendments to HKAS 39 — Novation of
derivatives and continuation of hedge
accounting

The amendments to HKAS 39 provide relief from
discontinuing hedge accounting when novation of a
derivative designated as a hedging instrument meets
certain criteria. The amendments do not have an impact
on these financial statements as the Group has not
novated any of its derivatives.

HK(IFRIC) — Int 21

The Interpretation provides guidance on when a liability
to pay a levy imposed by a government should be
recognised. The amendments do not have an impact on
these consolidated financial statements as the Group is
not currently subjected to significant levies.
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Notes to the Consolidated

Financial Statements (continued)

wn © B 15 ¥ < B 5 ()

FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS AND CHANGE IN
ACCOUNTING POLICY (continued)

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

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

effective:

HKFRS 9

Amendments to

HKFRS 10 and HKAS28

Amendments to
HKFRS 11

HKFRS 15

Amendments to
HKAS 16 and
HKAS 38

Amendments to
HKAS 27

Amendments to
HKFRSs

Amendments to
HKFRSs

Amendments to
HKFRSs

Financial instruments'

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

Accounting for acquisitions of
interests in joint operations®

Revenue from contracts
with customers®

Clarification of acceptable
methods of depreciation and
amortization*

Equity method in separate
financial statements*

Annual improvements to HKFRSs
2010-2012 cycle®

Annual improvements to HKFRSs
2011-2013 cycle®

Annual improvements to HKFRSs
2012-2014 cycle*
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Notes to the Consolidated

Financial Statements (continued)
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FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

g

APPLICATION OF NEW AND REVISED 2. H
HONG KONG FINANCIAL REPORTING
STANDARDS AND CHANGE IN
ACCOUNTING POLICY (continued)

*

£

pr

i

—~

pi}

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

(b)

Effective for annual periods beginning on or after 1 January
2018, with earlier application permitted.

Effective for first annual HKFRS financial statements
beginning on or after 1 January 2016, with earlier
application permitted.

Effective for annual periods beginning on or after 1 January
2017, with earlier application permitted.

Effective for annual periods beginning on or after 1 January
2016, with earlier application permitted.

Effective for annual periods beginning on or after 1 July
2014, with earlier application permitted.

Effective for annual periods beginning on or after 1 July
2014, with limited exception. Earlier application is permitted.

HKFRS 9 — Financial Instruments

HKFRS 9 introduces new requirements for the
classification and measurement of financial assets. Debt
instruments that are held within a business model
whose objective is to hold assets in order to collect
contractual cash flows (the business model test) and
that have contractual terms that give rise to cash flows
that are solely payments of principal and interest on the
principal amount outstanding (the contractual cash flow
characteristics test) are generally measured at amortised
cost. Debt instruments that meet the contractual cash
flow characteristics test are measured at fair value
through other comprehensive income (“FVTOCI") if the
objective of the entity’s business model is both to hold
and collect the contractual cash flows and to sell the
finance assets. Entities may make an irrevocable election
at initial recognition to measure equity instruments that
are not held for trading at FVTOCI. All other debt and
equity instruments are measured at fair value through
profit or loss (“FVTPL").
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Notes to the Consolidated

Financial Statements (continued)
r B B 85 3R R B 5T )

FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS AND CHANGE IN
ACCOUNTING POLICY (continued)

(b) New and revised HKFRSs in issue but not

yet effective (Continued)

HKFRS 9 — Financial Instruments (Continued)

HKFRS 9 includes a new expected loss impairment
model for all financial assets not measured at FVTPL
replacing the incurred loss model in HKAS 39 and new
general hedge accounting requirements to allow entities
to better reflect their risk management activities in
financial statements.

HKFRS 9 carries forward the recognition, classification
and measurement requirements for financial liabilities
from HKAS 39, except for financial liabilities designated
at FVTPL, where the amount of change in fair value
attributable to change in credit risk of the liability is
recognised in other comprehensive income unless that
would create or enlarge an accounting mismatch. In
addition, HKFRS 9 retains the requirements in HKAS 39
for derecognition of financial assets and financial
liabilities.

Amendments to HKFRS 10 and HKAS 28 —
Sale or contribution of assets between an
investor and its associate or joint venture

Amendments to HKAS 28:

o The requirements on gains and losses resulting
from transactions between an entity and its
associate or joint venture have been amended to
relate only to assets that do not constitute a
business.
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Notes to the Consolidated
Financial Statements (continued)
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(b) New and revised HKFRSs in issue but not

O B ¥ ¥ R B 5E ()

APPLICATION OF NEW AND REVISED 2. #%
HONG KONG FINANCIAL REPORTING WmEEHR
STANDARDS AND CHANGE IN ()

ACCOUNTING POLICY (continued)

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

ME A RAEBETER MK

2l XKQ*WLBZ”ﬁEb

(b) B BB [ R E Rz H#H 7] R

yet effective (Continued)

Amendments to HKFRS 10 and HKAS 28 —
Sale or contribution of assets between an
investor and its associate or joint venture
(Continued)

Amendments to HKAS 28: (Continued)

A new requirement has been introduced that
gains or losses from downstream transactions
involving assets that constitute a business
between an entity and its associate or joint
venture must be recognised in full in the investor’s
financial statements.

A requirement has been added that an entity
needs to consider whether assets that are sold or
contributed in separate transactions constitute a
business and should be accounted for as single
transaction.

Amendments to HKAS 10:

An exception from the general requirement of full
gain or loss recognition has been introduced into
HKFRS 10 for the loss control of a subsidiary that
does not contain a business in a transaction with
an associate or a joint venture that is accounted
for using the equity method.
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Notes to the Consolidated

Financial Statements (continued)
r B B 85 3R R B 5T )

FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS AND CHANGE IN
ACCOUNTING POLICY (continued)

(b) New and revised HKFRSs in issue but not

yet effective (Continued)

Amendments to HKFRS 10 and HKAS 28 —
Sale or contribution of assets between an
investor and its associate or joint venture
(Continued)

Amendments to HKAS 10: (Continued)

o New guidance has been introduced requiring that
gains or loss resulting from those transactions are
recognised in the parent’s profit or Loss only to
the extent of the unrelated investors’ interests in
that associate or joint venture. Similarly, gains and
losses resulting from the remeasurement at fair
value of investments retained in any former
subsidiary that has become an associate or a joint
venture that is accounted for using the equity
method are recognised in the former parent’s
profit or loss only to the extent of the unrelated
investor’ interests in the new associate or joint
venture.

Amendments to HKFRS 11 — Accounting for
acquisitions of interests in joint operations

The amendments to HKFRS 11 provide guidance on
how to account for the acquisition of an interest in a
joint operation in which the activities constitute a
business as defined in HKFRS 3. Specifically, the
amendments state that the relevant principles on
accounting for business combinations in HKFRS 3 and
other standards (e.g. HKAS 36 Impairment of Assets
regarding impairment testing of a cash generating unit
to which goodwill on acquisition of a joint operation
has been allocated) should be applied. The same
requirement should be applied to the formation of a
joint operation if and only if an existing business is
contributed to the joint operation by one of the parties
that participate in the operation.
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Notes to the Consolidated

Financial Statements (continued)
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FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

APPLICATION OF NEW AND REVISED 2. RAFITIRKRETEBTK
HONG KONG FINANCIAL REPORTING BREZEHUREFTHEE B
STANDARDS AND CHANGE IN ()

ACCOUNTING POLICY (continued)

(b) New and revised HKFRSs in issue but not (b) EEHGEHKRERZHFITR

yet effective (Continued) LIETEBUK RS E L
(&)

Amendments to HKFRS 11 — Accounting for
acquisitions of interests in joint operations
(Continued)

A joint operator is also required to disclose the relevant
information required by HKFRS 3 and other standards
for business combinations.

HKFRS 15 — Revenue from Contracts with
Customers

The new standard establishes a single revenue
recognition framework. The core principle of the
framework 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 and services. HKFRS 15 supersedes
existing revenue recognition guidance including HKAS
18 Revenue, HKAS 11 Construction Contracts and
related interpretations.
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Notes to the Consolidated

Financial Statements (continued)
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FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

APPLICATION OF NEW AND REVISED 2.

HONG KONG FINANCIAL REPORTING
STANDARDS AND CHANGE IN
ACCOUNTING POLICY (continued)

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

HKFRS 15 — Revenue from Contracts with
Customers (Continued)

HKFRS 15 requires the application of a 5 steps approach
to revenue recognition:

—  Step 1: Identify the contract with a customer;

—  Step 2: Identify the performance obligations in a
customer;

—  Step 3: Determine the transaction price;

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

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

HKFRS 15 includes specific guidance on particular
revenue related topics that may change the current
approach taken under HKFRS. The standard also
significantly enhances the qualitative and quantitative
disclosures related to revenue.
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Notes to the Consolidated

Financial Statements (continued)
r B B F5 3R R B 5T o)

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

APPLICATION OF NEW AND REVISED 2. RAFITIRKRETEBTK
HONG KONG FINANCIAL REPORTING BREZEHUREFTHEE B
STANDARDS AND CHANGE IN ()

ACCOUNTING POLICY (continued)

(b) New and revised HKFRSs in issue but not (b) EEHGEHKRERZHFITR

yet effective (Continued)

Amendment to HKAS 16 and HKAS 38 —
Clarification of acceptable methods of
depreciation and amortisation

The amendments to HKAS 16 prohibit the use of a
revenue-based depreciation method for items of
property, plant and equipment. The amendments to
HKAS 38 introduce a rebuttable presumption that
revenue is not an appropriate basis for amortisation of
an intangible asset. This presumption can only be
rebutted if either the intangible asset is expressed as a
measure of revenue or revenue and the consumption of
the economic benefits of the intangible asset are highly
correlated.

Amendments to HKAS 27 — Equity method in
separate financial statements

The amendments allow an entity to account in
subsidiaries, joint ventures and associates in its separate
financial statements.

Apart from the aforementioned, the adoption of these
new standards and amendments to standards is not
expected to have any significant impact on the results
and financial position of the Group.
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Notes to the Consolidated

Financial Statements (continued)
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FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

APPLICATION OF NEW AND REVISED 2. RAAFITIRKRETEBYI
HONG KONG FINANCIAL REPORTING EEAURESTHREES
STANDARDS AND CHANGE IN (4

ACCOUNTING POLICY (continued)

(c) Change in accounting policy

For the years ended on or before 31 December 2013,
the Group had adopted the revaluation model for its
property, plant and equipment in the financial
statements in accordance with HKFRS. From the
financial year ended 31 December 2014, the Group
adopted the cost model as its accounting policy. The
adoption of cost model constituted a change in
accounting policy of the Group in accordance with
HKFRS.

The revaluation model requires the Group to measure
its property, plant and equipment periodically, whereas
the cost model requires that property, plant and
equipment of the Group be carried at the costs less
accumulated depreciation and any accumulated
impairment losses. Using the cost model would align
the Group’s accounting policies with that adopted by its
industry peers and improve comparability of the Group'’s
financial performance and it would also reduce the
expenditure on engaging professional valuer to estimate
the valuation of property, plant and equipment of the
Group periodically. The change in accounting policy
fairly reflects the actual situation of the Group’s
property, plant and equipment and is in compliance
with relevant HKFRS and enables the Group to provide
more relevant consolidated financial information about
its performance and financial position.

This change in accounting policy has been applied
retrospectively and the comparative figures for the
corresponding prior periods have been restated.
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Notes to the Consolidated

Financial Statements (continued)
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FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

APPLICATION OF NEW AND REVISED 2.
HONG KONG FINANCIAL REPORTING
STANDARDS AND CHANGE IN

ACCOUNTING POLICY (continued)

(c) Change in accounting policy (Continued)

The following table summarises the retrospective
adjustments that have been made in accordance with

ﬁm%ﬂ REBEITERBUE
mx&@%&%%@

() SFBEREZH &

TERBIERE LA GHEKE
PUMBHRRETEEFELNE

the change of accounting policy as described above to AR
each of the line items in the financial statements:
As at
i
31 December 31 December 1 January
2014 2013 2013
20145 20134 20134
12A31H 12H31H 1A1H
HK$'000 HK$'000 HK$'000
FET FAT FAT
Increase/(decrease) on items BEBMBEMRRAREE
of consolidated statement # i, CGel 4)
of financial position
Assets BE
Property, plant and equipment e S 125 (228) 67
Deferred tax asset EERIBEEE — 38 —
Liabilities =R
Deferred tax liability EEFIEAE — — 1
Equity Em
Asset revaluation reserves BEEHHE (159) (174) (173)
Retained profits REB s H — (16) 229
Accumulated losses REtEBE (284) — —
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Notes to the Consolidated

Financial Statements (continued)
r B B 85 3R R B 5T )

FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

APPLICATION OF NEW AND REVISED 2. KMFIRKEBITIETEBYK
HONG KONG FINANCIAL REPORTING FEEHUREFBERET
STANDARDS AND CHANGE IN (4&)
ACCOUNTING POLICY (continued)
() Change in accounting policy (Continued) () EFTERZH @)
For the year ended
BETIHHLEE
31 December 31 December
2014 2013
20144 20134
12A31H 12H318
HK$'000 HK$'000
FET FAT
Increase/(decrease) on items of GEBERRHEMZEKRER
consolidated statement of profit 15 B # i, CR )
or loss and other comprehensive
income
Depreciation e (352) 60
Other income — reversal of impairment H i Ug A — B9 % - R
of property, plant and equipment KR ERE — (116)
Other gains and losses — gain on EmWmkEE—HEDE -
disposal of property, plant and Y P &
equipment 1 —
Taxation expense MIBHR X 38 (29)
Loss for the year, attributable to RAREBE ANELEFRNERE
owners of the Company (315) 147
Surplus on revaluation of property, BEEME BELRBZAEHG
plant and equipment — (99)
Total comprehensive expense FREEAZHERE
for the year (315) 246
Loss per share attributable to owners ~ ARNQA R A A JE(G &R EE
of the Company
— Basic and diluted (cents) — EARREE(B) 0.12) 0.07
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Notes to the Consolidated

Financial Statements (continued)
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FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Statement of compliance

These consolidated financial statements have been
prepared in accordance with all applicable HKFRSs,
which collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards and Interpretations issued by the
HKICPA, accounting principles generally accepted in
Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinance. These consolidated
financial statements also comply with the applicable
disclosure provisions of the Rules Governing the Listing
of Securities on the Growth Enterprise Market of The
Stock Exchange of Hong Kong Limited (the “GEM
Listing Rules”). A summary of the significant accounting
policies adopted by the Group is set out below.

HKICPA has issued certain new and revised HKFRSs that
are first effective or available for early adoption for the
current accounting period of the Group and the
Company. Note 2 provides information on any changes
in accounting policies resulting from initial application
of these developments to the extent that they are
relevant to the Group for the current and prior
accounting periods reflected in these consolidated
financial statements.

Basis of preparation

The consolidated financial statements for the year
ended 31 December 2014 comprise the Company and
its subsidiaries.

The measurement basis used in the preparation of the
consolidated financial statements is the historical cost
basis except for trading securities which are measured
at fair values at the end of each reporting period, as
explained in the accounting policies set out below.
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3.

Notes to the Consolidated
Financial Statements (continued)
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FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

SIGNIFICANT ACCOUNTING POLICIES 3. FESFTBE®W
(Continued)
(b) Basis of preparation (Continued) (b) #mEEZ (@)

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

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.

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based
on the degree to which the inputs to the fair value
measurements are observable and the significance of
the inputs to the fair value measurement in its entirety,
which are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in
active markets for identical assets or liabilities that
the entity can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for
the asset or liability, either directly or indirectly;
and

o Level 3 inputs are unobservable inputs for the
asset or liability.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

(b) Basis of preparation (Continued)

Notes to the Consolidated
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FESTEE @)

(b) #mEEZE (@)

The preparation of financial statements in conformity
with HKFRSs requires management to make
judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets,
liabilities, income and expenses. The estimates and
associated assumptions are based on historical
experience and various other factors that are believed to
be reasonable under the circumstances, the results of
which form the basis of making the judgements about
carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is
revised if the revision affects only that period, or in the
period of the revision and future periods if the revision
affects both current and future periods.

Judgements made by management in the application of
HKFRSs that have significant effect on the financial
statements and major sources of estimation uncertainty
are discussed in note 4.

The principal accounting policies are set out in
subsequent paragraphs.
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Notes to the Consolidated

Financial Statements (continued)
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c) Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities
(including structured entities) controlled by the
Company and its subsidiaries. Control is achieved when
the Company:

. has power over the investee;

o is exposed, or has rights, to variable returns from
its involvement with the investee; and

o has the ability to use its power to affect its
returns.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there
are changes to one or more of the three elements of
control listed above.

When the Group has less than a majority of the voting
rights of an investee, it has power over the investee
when the voting rights are sufficient to give it the
practical ability to direct the relevant activities of the
investee unilaterally. The Group considers all relevant
facts and circumstances in assessing whether or not the
Group's voting rights in an investee are sufficient to give
it power, including:

o the size of the Group’s holding of voting rights
relative to the size and dispersion of holdings of
the other vote holders;

o potential voting rights held by the Group, other
vote holders or other parties;
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(c) Basis of consolidation (Continued)
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o rights arising from other contractual
arrangements; and

o any additional facts and circumstances that
indicate that the Group has, or does not have, the
current ability to direct the relevant activities at
the time that decisions need to be made,
including voting patterns at previous shareholders’
meetings.

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 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.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full
on consolidation.
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Notes to the Consolidated

Financial Statements (continued)
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(o)

Basis of consolidation (Continued)

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group's ownership interests in existing
subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for as equity
transactions. The carrying amounts of the Group's
interests and the non-controlling interests are adjusted
to reflect the changes in their relative interests in the
subsidiaries. Any difference between the amount by
which the non-controlling interests are adjusted and the
fair value of the consideration paid or received is
recognised directly in equity and attributed to owners of
the Company.

When the Group loses control of a subsidiary, a gain or
loss is recognised in profit or loss and is calculated as
the difference between (i) the aggregate of the fair
value of the consideration received and the fair value of
any retained interest and (ii) the previous carrying
amount of the assets (including goodwill), and liabilities
of the subsidiary and any non-controlling interests. All
amounts previously recognised in other comprehensive
income in relation to that subsidiary are accounted for
as if the Group had directly disposed of the related
assets or liabilities of the subsidiary (i.e. reclassified to
profit or loss or transferred to another category of
equity as specified/permitted by applicable HKFRSs). The
fair value of any investment retained in the former
subsidiary at the date when control is lost is regarded as
the fair value on initial recognition for subsequent
accounting under HKAS 39, when applicable, the cost
on initial recognition of an investment in an associate or
a joint venture.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d) Business combinations

(e)

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

Property, plant and equipment

Property, plant and equipment including buildings and
leasehold land (classified as finance leases) held for use
in the production or supply of goods or services, or for
administrative purposes, are stated in the consolidated
statement of financial position at cost, less subsequent
accumulated depreciation and subsequent accumulated
impairment losses, if any.

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

(e) Property, plant and equipment (Continued)

()

Depreciation on property, plant and equipment is
calculated at rates sufficient to write off their cost or
revalued amounts over their estimated useful lives on a
straight line basis. The principal annual rates used for
this purpose during the reporting period are as follows:

Computer 30%
Furniture and fixtures 20%
Instruments 20%
Office equipment 30%
Motor vehicle 30%

Leasehold improvement Over the lease term

The estimated useful lives and depreciation method are
reviewed at the end of each reporting period, with the
effect of any changes in estimate accounted for on a
prospective basis.

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

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated on the first-in-first-
out basis and comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the
inventories to their present location and condition. Net
realisable value represents the estimated selling price for
inventories less all estimated costs of completion and
costs necessary to make the sale.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(f)

(9)

Inventories (Continued)

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

Financial instruments

Financial assets and financial liabilities are recognised
when a group entity becomes a party to the contractual
provisions of the instrument.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than
financial assets 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.

(i) Financial assets
Financial assets are classified into the following
specified categories: financial assets “at fair value

(FVTPL) and

through profit or loss” "loans and

receivables”.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g) Financial instruments (Continued)

(ii)

(iii)

Effective interest method

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

Income is recognised on an effective interest basis
for debt instruments.

Financial asset at FVTPL

Financial asset is classified as at FVTPL when the
financial asset is either held for trading or it is
designated as at FVTPL.

A financial asset is classified as held for trading if:

o It has been acquired principally for the
purpose of selling it in the near term; or

o On initial recognition it is part of a portfolio
of identified financial instruments that the
Group manages together and has a recent
actual pattern of short-term profit-taking; or

° It is a derivative that is not designated and
effective as a hedging instrument.
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Notes to the Consolidated
Financial Statements (continued)
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(g) Financial instruments (Continued)

(iii) Financial assets at FVTPL (Continued)
A financial asset other than a financial asset held

for trading may be designated as at FVTPL upon

initial recognition if:

such designation eliminates or significantly
reduces a measurement or recognition
inconsistency that would otherwise arise; or

the financial asset forms part of a group of
financial assets or financial liabilities or both,
which is managed and its performance is
evaluated on a fair value basis, in
accordance with the Group’s documented
risk management or investment strategy,
and information about the grouping is
provided internally on that basis; or

it forms part of a contract containing one or
more embedded derivatives, and HKAS 39
Financial Instruments: Recognition and
Measurement permits the entire combined
contract to be designated as at FVTPL.

Financial assets at FVTPL are stated at fair value,

with any gains or losses arising on remeasurement

recognized in profit or loss. The net gain or loss

recognized in profit or loss incorporates any

dividend or interest earned on the financial asset

and is included in the ‘other gains and losses’ line

item. Fair value is determined in the manner
described in note 3(b).
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g) Financial instruments (Continued)

(iv) Loans and receivables

(v)

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. Loans and
receivables (including trade receivables and bank
balances and cash) are measured at amortised
cost using the effective interest method, less any
impairment.

Interest income is recognised by applying the
effective interest rate, except for short-term
receivables where the recognition of interest
would be immaterial.

Impairment of financial assets

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

Objective evidence of impairment could include:

o significant financial difficulty of the issuer or
counterparty; or

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

payments; or
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g) Financial instruments (Continued)

(v)

Impairment of financial assets (Continued)
° it becoming probable that the borrower will
enter bankruptcy or financial re-

organisation; or

o the disappearance of an active market for
that financial asset because of financial
difficulties.

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

For financial assets carried at amortised cost, the
amount of the impairment loss recognised is the
difference between the asset’s carrying amount
and the present value of estimated future cash
flows, discounted at the financial asset’s original
effective interest rate.

For financial assets carried at cost, the amount of
the impairment loss is measured as the difference
between the asset’s carrying amount and the
present value of the estimated future cash flows
discounted at the current market rate of return
for a similar financial asset. Such impairment loss
will not be reversed in subsequent periods (see
the accounting policy below).
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g) Financial instruments (Continued)

(v)

(vi)

Impairment of financial assets (Continued)
The carrying amount of the financial asset is
reduced by the impairment loss directly for all
financial assets with the exception of trade
receivables, where the carrying amount is reduced
through the use of an allowance account. When a
trade receivable is considered uncollectible, it is
written off against the allowance account.
Subsequent recoveries of amounts previously
written off are credited against the allowance
account. Changes in the carrying amount of the
allowance account are recognised in profit or loss.

For financial assets measured at amortised cost, 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 was recognised, the previously
recognised impairment loss is reversed through
profit or loss to the extent that the carrying
amount of the investment at the date the
impairment is reversed does not exceed what the
amortised cost would have been had the
impairment not been recognised.

Financial liabilities and equity instruments
Classification as debt or equity

Debt and equity instruments issued by a group
entity are classified as either financial liabilities or
as equity in accordance with the substance of the
contractual arrangements and the definitions of a
financial liability and an equity instrument.
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Notes to the Consolidated
Financial Statements (continued)
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g) Financial instruments (Continued)

(vi)

(vii)

Financial liabilities and equity instruments
(Continued)

Equity instruments

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

Repurchase of the Company’'s own equity
instruments is recognised and deducted directly in
equity. No gain or loss is recognised in profit or
loss on the purchase, sale, issue or cancellation of
the Company’s own equity instruments.

Financial liabilities

Financial liabilities (including trade and other
payables) are subsequently measured at amortised
cost using the effective interest rate method
unless the effect of discounting would be
immaterial, in which case they are stated at cost.

Effective interest method

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

Interest expense is recognised on an effective
interest basis.
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Notes to the Consolidated
Financial Statements (continued)
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g) Financial instruments (Continued)

(viii) Derecognition

The Group derecognises a financial asset only
when the contractual rights to the cash flows
from the asset expire, or when it transfers the
financial asset and substantially all the risks and
rewards of ownership of the asset to another
entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership
and continues to control the transferred asset, the
Group continues to recognise the asset to the
extent of its continuing involvement and
recognises an associated liability. If the Group
retains substantially all the risks and rewards of
ownership of a transferred financial asset, the
Group continues to recognise the financial asset
and also recognises a collateralised borrowing for
the proceeds received.

On derecognition of a financial asset in its
entirety, the difference between the asset’s
carrying amount and the sum of the consideration
received and receivable and the cumulative gain
or loss that had been recognised in other
comprehensive income and accumulated in equity
is recognised in profit or loss.

Megalogic Technology Holdings Limited @ RESREBEERLSD
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Notes to the Consolidated
Financial Statements (continued)
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g) Financial instruments (Continued)

(viii) Derecognition (Continued)

On derecognition of a financial asset other than in
its entirety, the Group allocates the previous
carrying amount of the financial asset between
the part it continues to recognise, and the part it
no longer recognises on the basis of the relative
fair values of those parts on the date of the
transfer. The difference between the carrying
amount allocated to the part that is no longer
recognised and the sum of the consideration
received for the part no longer recognised and
any cumulative gain or loss allocated to it that had
been recognised in other comprehensive income
is recognised in profit or loss. A cumulative gain
or loss that had been recognised in other
comprehensive income is allocated between the
part that continues to be recognised and the part
that is no longer recognised on the basis of the
relative fair values of those parts.

The Group derecognises financial liabilities when,
and only when, the Group’s obligations are
discharged, cancelled or they expire. The
difference between the carrying amount of the
financial liability derecognised and the
consideration paid and payable is recognised in
profit or loss.

Annual Report 2014 @ 2014 F 3R

3.

FESTHE @)

(@ &®TE @)
(viii) & IE R (&)
ok

fi§ 3F 5T & ERT®E
= Zli‘ilﬁgrﬁéﬁikﬁit B2
B BP D B E A B RE R

ZF'EJ&ME%B;}BQLE%EHJ%
WA A FEEEY @ES%%
MEELHKREE %

TrBERA ﬁﬁ'ﬂﬂ%@fﬁiﬁi
ST B RE R AR D AT B (B
BEEMOETZBALE R
H o 2 W A BE AR B R FH I
s EENAM 2 ER
HREaHER - CREMLE
T 4 A HE R E’]%ﬁ%ﬂﬁﬁjﬂgﬁ
TEE"Z%ZEEEM B BEAH
T 32 ZF?&‘Z%HB
E’U*EF&%L\E’”E%LEZETTDEE(’

AEBERASENETE
FRER - BUH OB BB 4R 1R
ReMBBE-ERILEERE
RAEREEES N REN
REZENZERIEERER



3.

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

(h) Impairment of non-financial assets

At the end of each reporting period, the Group reviews 7
the carrying amounts of its non-financial assets to

Notes to the Consolidated
Financial Statements (continued)
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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 the cash-
generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit
or loss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(h) Impairment of non-financial assets

(i)

()

(Continued)

When 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 cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately
in profit or loss.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits with banks and other
financial institutions, and short-term, highly liquid
investments that are readily convertible into known
amounts of cash and which are subject to an
insignificant risk of changes in value, having been within
three months of maturity at acquisition. Bank overdrafts
that are repayable on demand and form an integral part
of the Group’s cash management are also included as a
component of cash and cash equivalents for the
purpose of the consolidated statement of cash flows.

Employee benefits

(i) Short term employee benefits and
contributions to defined contribution
retirement plan
Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement
plans and the cost of non-monetary benefits are
accrued in the year in which the associated
services are rendered by employees. Where
payment or settlement is deferred and the effect
would be material, these amounts are stated at
their present values.
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Notes to the Consolidated
Financial Statements (continued)
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

Employee benefits (Continued)

(ii)

(iii)

Termination benefit

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

Share option scheme

The Company operates share option scheme for
the purpose of providing incentives and rewards
to eligible participants who contribute to the
success of the Group’s operations. Employees
(including directors) of the Group receive
remuneration in the form of share-based
payments whereby employees render services as
consideration for equity instruments (“equity-settled

transactions”).

For share options granted under the share option
scheme, the fair value of the employee’s services
rendered in exchange for the grant of the options
is recognised as an expense and credited to an
employee share based compensation reserve
under equity. The total amount to be expensed
over the vesting period is determined by reference
to the fair value of the options granted at the
grant date. At the end of each reporting period,
the Group revises its estimates of the number of
options that is expected to become exercisable. It
recognises the impact of the revision of the
original estimates, if any, in the consolidated
statement of comprehensive income, and a
corresponding adjustment to the employee share-
based compensation reserve over the remaining

vesting period.
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Notes to the Consolidated

Financial Statements (continued)
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

Employee benefits (Continued)

(iii) Share option scheme (Continued)

Where the terms of an equity-settled award are
modified, as a minimum an expense is recognised
as if the terms had not been modified if the
original terms of the award are met. In addition,
an expense is recognised for any modification,
which increases the total fair value of the share-
based payments, or is otherwise beneficial to the
employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is
treated as if it had vested on the date of
cancellation, and any expense not yet recognised
for the award is recognised immediately.
However, if a new award is substituted for the
cancelled award, and is designated as a
replacement award on the date that it is granted,
the cancelled and new awards are treated as if
they were a modification of the original award, as

described in the previous paragraph.

The dilutive effect of outstanding options is
reflected as additional share dilution in the
computation of earnings per share, if any.

(k) Taxation

Income tax for the year comprises current tax and

3.

movements in deferred tax assets and liabilities. Current

tax and movements in deferred tax assets and liabilities

are recognised in profit or loss except to the extent that

they relate to items recognised in other comprehensive

income or directly in equity, in which case the relevant

amounts of tax are recognised in other comprehensive

income or directly in equity, respectively.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Notes to the Consolidated
Financial Statements (continued)

WT

(k) Taxation (Continued)

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

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it
is probable that future taxable profits will be available
against which the asset can be utilised, are recognised.
Future taxable profits that may support the recognition
of deferred tax assets arising from deductible temporary
differences include those that will arise from the reversal
of existing taxable temporary differences, provided
those differences relate to the same taxation authority
and the same taxable entity, and are expected to reverse
either in the same period as the expected reversal of the
deductible temporary difference or in periods into which
a tax loss arising from the deferred tax asset can be
carried back or forward. The same criteria are adopted
when determining whether existing taxable temporary
differences support the recognition of deferred tax
assets arising from unused tax losses and credits, that is,
those differences are taken into account if they relate to
the same taxation authority and the same taxable entity,
and are expected to reverse in a period, or periods, in
which the tax loss or credit can be utilised.
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Notes to the Consolidated
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SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

(k) Taxation (Continued)

(k) Fi1E

The limited exceptions to recognition of deferred tax

assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes,

the initial recognition of assets or liabilities that affect

neither accounting nor taxable profit (provided they are
not part of a business combination), and temporary
differences relating to investments in subsidiaries to the
extent that, in the case of taxable differences, the group
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controls the timing of the reversal and it is probable that
the differences will not reverse in the foreseeable future,
or in the case of deductible differences, unless it is
probable that they will reverse in the future.

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

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

— in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on
a net basis, or to realise the assets and settle the
liabilities simultaneously; or
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k) Taxation (Continued)

0)

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

— the same taxable entity; or

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

Provisions and contingent liabilities

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past
event, it is probable that the Group will be required to
settle the obligation, and a reliable estimate can be
made of the amount of the obligation.

The amount recognised as a provision is the best
estimate of the consideration required to settle the
present obligation at the end of the reporting period,
taking into account the risks and uncertainties
surrounding the obligation. When a provision is
measured using the cash flows estimated to settle the
present obligation, its carrying amount is the present
value of those cash flows (where the effect of the time
value of money is material).
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

\)

(m)

Provisions and contingent liabilities
(Continued)

When some or all of the economic benefits required to
settle a provision are expected to be recovered from a
third party, a receivable is recognised as an asset if it is
virtually certain that reimbursement will be received and
the amount of the receivable can be measured reliably.

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

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable and represents
amounts receivable for goods sold or services provided
in the normal course of business, net of returns and
discounts. Provided it is probable that the economic
benefits will flow to the Group and the revenue and
costs, if applicable, can be measured reliably, revenue is
recognised in profit or loss as follows:

(i) Revenue from the sales of goods
Revenue is recognised when goods are delivered
at the customers’ designated location which is
taken to be the point in time when the customer
has accepted the goods and the related risks and
rewards of ownership. Revenue is after deduction
of any trade discounts.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(m) Revenue recognition (Continued)

(n)

(ii) Revenue from the provision of integrated
circuits packaging service
Revenue from the provision of integrated circuits
packaging service is recognised in the period in
which the relevant service is provided.
(iii) Revenue from fixed-price contracts
Revenue from fixed-price contracts for the
provision of application specific integrated circuit
service (“ASIC Service”) is recognised under the
percentage of completion method, which is based
on the services performed to date as a percentage
of the total services to be performed under the
relevant contract.

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

Operating lease

Leases which do not transfer substantially all the risks
and rewards of ownership to the Group are classified as
operating leases. Where the Group has the use of assets
under operating leases, payments made under the
leases are charged to profit or loss in equal instalments
over the accounting periods covered by the lease terms,
except where an alternative basis is more representative
of the pattern of benefits to be derived from the leased
asset. Lease incentives received are recognised in profit
or loss as an integral part of the aggregate net lease
payments made. Lease should recognise the aggregate
benefit of incentives as a reduction of rental expense
over the lease term.

3.
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3.

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Notes to the Consolidated
Financial Statements (continued)

nlﬂ-

(o) Foreign currencies

In preparing the financial statements of each individual

O B 5 e 2= BT 5 )

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

= 5 BUR |

(o) IhE&

group entity, transactions in currencies other than the B LARZEBREMNIIEE

\iﬁﬁéﬂﬂ’%l?\%ﬁﬁﬁﬂ‘%ﬁ%

functional currency of that entity (foreign currencies) are
recorded in the respective functional currency (i.e. the
currency of the primary economic environment in which
the entity operates) 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 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.

For the purposes of presenting the consolidated
financial statements, the assets and liabilities of the
Group’s foreign operations are translated into the
presentation currency of the Group (i.e. HK$) at the rate
of exchange prevailing at the end of the reporting
period, and their income and expenses are translated at
the average exchange rates for the period, unless
exchange rates fluctuate significantly during that 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 translation
reserve.
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Notes to the Consolidated

Financial Statements (continued)
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FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(p)

Research and development expenditure

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

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

— 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 internally-generated
intangible assets is the sum of the expenditure incurred
from the date when the intangible asset first meets the
recognition criteria listed above. Where no internally
generated intangible asset can be recognised,
development expenditure is charged to profit or loss in
the period in which it is incurred.
During the reporting periods, all research and
development expenditure has been expensed.
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Notes to the Consolidated

Financial Statements (continued)
IIITJ' ZI- .?l‘k *ﬁ ?E Bﬁ -‘-I (mﬁ)

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g) Related parties

(A) A person, or a close member of that
person’s family, is related to the Group if
that person:

(B)

(i)

(ii)

(iii)

has control or joint control over the Group;

has significant influence over the Group; or

is @ member of the key management
personnel of the Group or the Group’s
parents.

An entity is related to the Group is any
of the following conditions applies:

(i)

(ii)

(iii)

(iv)

the entity and the Group are members of
the same group (which means that each
parent, subsidiary and fellow subsidiary is
related to the others);

one entity is an associate or joint venture of
the other entity (or an associate or joint
venture of a member of a group of which
the other entity is a member);

both entities are joint ventures of the same
third party;

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

the entity is a post-employment benefit plan
for the benefit of employees of either the
Group or an entity related to the Group;
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Notes to the Consolidated
Financial Statements (continued)
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FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(q) Related parties (Continued)

(r)

(B) An entity is related to the Group is any
of the following conditions applies:
(Continued)

(vi)  the entity is controlled or jointly controlled
by a person identified in (A); or

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

Close members of the family of a person are those
family members who may be expected to
influence, or be influenced by, that person in their
dealings with the entity.

Segment report

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

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

Financial Statements (continued)
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FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

4. KEY SOURCES OF ESTIMATION

UNCERTAINTY

In the application of the Group’s accounting policies, which
are described in note 3, management is 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 underlying assumptions
are based on historical experience and other information 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 period.

(i) Useful lives of property, plant and
equipment

In applying the accounting policy on property, plant and
equipment with respect to depreciation, management
estimates the useful lives of various categories of
property, plant and equipment based on the historical
experience of the actual useful lives of assets of similar
nature and functions. The Group will revise the
depreciation charge where useful lives are different to
those previously estimated, or it will write off or write
down technically obsolete or non-strategic assets that
have been abandoned or sold.
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Notes to the Consolidated

Financial Statements (continued)
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FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

4. KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

(ii)

(iii)

(iv)

Allowance for slow-moving and obsolete
inventories

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

Impairment of trade receivables

The Group makes impairment of trade receivables based
on assessments of the recoverability of the trade
receivables, including the aging analysis of the trade
debts, the current creditworthiness and/or the past
collection history of each debtor. Impairment arises
where events or changes in circumstances indicate that
the balances may not be collectible. The identification
of bad and doubtful debt requires the use of judgment
and estimates. Where the actual result is different from
the original estimate, such difference will have impact
on the carrying value of the trade receivables and
doubtful debt expenses in the reporting period in which
such estimate has been changed.

Provisions and contingent liabilities

The Group recognises provision for liabilities of
uncertain timing or amount when the Group has a legal
or constructive obligation arising as a result of a past
event, and it is probable that an outflow of economic
benefits will be required to settle the obligations and a
reliable estimate can be made. Where it is not probable
that an outflow of economic benefits will be required,
or the amount cannot be estimated reliably, the
obligation is disclosed as contingent liability in a note to
the consolidated financial statements.
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Notes to the Consolidated
Financial Statements (continued)
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FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

5, @M I A

The carrying amounts of the Group’s financial assets

() TR TAEMNDHE

AEERZHREFANEREE

and liabilities as at the end of each reporting year are as HEeEREDAENT :
follows:
2014 2013
2014 % 20134
HK$'000 HK$'000
FET FET
Group &
Financial assets: STREE:
Fair value through profit or loss FREZAENRATE
— Trading securities —BH5EF 3,810 —
— Loan receivables —EWE R 202 —
Loans and receivables B K EW R E
— Trade receivables —EWE SRR 3,868 7,013
— Bank balance and cash —RTTEHBEE S 57,214 48,878
65,094 55,891
Financial liabilities: cEEeE:
Financial liabilities measured at REENATEN SR
amortised cost =R
— Trade payables —ERNEBSHER 2,102 2,222
— Other payables and accruals — H M N R EET IR 1,946 2,062
4,048 4,284
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Notes to the Consolidated
Financial Statements (continued)
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FINANCIAL INSTRUMENTS (Continued) 5. @I A
(a) Categories of financial instruments () BT EM D E @)
(Continued)
2014 2013
20145 20134
HK$’'000 HK$'000
FET FETT
Company KAF
Financial assets: ERMEE:
Fair value through profit or loss BRBEAERNATE
— Trading securities —E59F5 3,810 —
— Loan receivables —ERE R 201 —
Loans and receivables: Bk EWEIE
— Amount due from subsidiaries —FEI T B A =) 18 2,409 799
— Bank balances and cash —IRITEB LIRS 54,268 47,725
60,688 48,524
Financial liabilities: EtHEeE:
Financial liabilities measured at HEBEN AT EN SR
amortised cost: BE:
— Other payables and accruals — E fth e R JEFTFRIE 194 43

(b)

Financial risk management objectives and

policies

The Group's activities expose it to a variety of financial

risks: market risk (including currency risk and interest

rate risk), credit risk and liquidity risk. The policies on

how to mitigate these risks are described below. The

management manages and monitors these exposures to

ensure appropriate measures are implemented on a

timely and effective manner.
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Notes to the Consolidated

Financial Statements (continued)
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FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and
policies (Continued)

(i)

Currency risk

The Group is exposed to foreign currency risk
primarily through sales and purchases that are
denominated in a currency other than the
functional currency of the operations to which
they relate. The currencies giving rise to this risk
include United States dollars (“USD"”) and
Renminbi (“RMB”). In addition, certain bank
balances of the Group are also denominated in
USD. The Group currently does not have a foreign
currency hedging policy with respect to its foreign
exchange exposure. However, management
monitors foreign exchange exposures and will
consider hedging significant foreign currency
exposure should the need arise.

The carrying amounts of the Group’'s foreign

5.

€@ T A wm)

(b)

MEEREEEREREE

(%)

() E¥RER
AEETmEMIERR =
EEBNABERNNES
W LA S O B U 1T 8 RN IR
BomxEBRNEEEIEE
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W) o peih o AEBZE TR
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currency denominated monetary assets and BAENEKEERERK A
monetary liabilities at the end of each reporting EWNETDELT -
period are as follows:
2014 2013
20144 20134
HK$’'000 HK$'000
THERT FET
Group rEH
Assets BE
usb ETT 4,394 6,990
RMB ARH 106 297
Liabilities BfE
usb 7T 2,061 2,165
RVB ARH 61 —
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5. FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and
policies (Continued)

(i)

Currency risk (Continued)

Foreign currency sensitivity analysis

The Group mainly exposes to foreign exchange
fluctuation of the currencies of USD and RMB
against the currency of Hong Kong dollar (“HKD").
The directors consider that the Group’s exposure
to USD does not give rise to significant foreign
currency risk on the ground that HKD is pegged
to USD. Therefore, no sensitivity analysis of USD
against the functional currency of the respective
group entity is disclosed.

A reasonably possible change of 5% in the
exchange rate between RMB and HKD would
have no material impact on the Group's profit or
loss during the reporting periods and there would
be no material impact on the Group's equity as at
the end of each reporting period. The sensitivity
analysis includes only outstanding RMB
denominated monetary items and adjusts their
translation at the end of respective reporting
period for a 5% change in the currency rate. 5%
is the sensitivity rate used when reporting foreign
currency risk in respect of RMB internally to key
management personnel and represents
management’s assessment of the reasonably
possible change in the exchange rate of HKD

against RMB.
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Notes to the Consolidated
Financial Statements (continued)
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FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and
policies (Continued)

(ii)

Interest rate risk

The Group's exposure to cash flow interest rate
risk arises primarily from its variable-rate bank
deposits.

The Group currently does not have any interest
rate hedging policy. However, the management
monitors the Group’s exposure to interest rate risk
on an ongoing basis and will consider hedging
interest rate risk should the need arise.

Interest rate sensitivity analysis

The sensitivity analysis below has been prepared
based on the exposure to interest rates for the
Group's variable-rate bank deposits at the end of
each reporting period. The analysis is prepared
assuming the amount of these assets and liabilities
outstanding at the end of each reporting period
were outstanding for the whole period. A 100
basis points increase or decrease in interest rates
is used when reporting interest rate risk internally
to key management personnel and represents
management’s assessment of the reasonably
possible change in interest rates. The analysis has
been performed on the same basis throughout
the reporting periods.
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5. FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and
policies (Continued)

(ii)

(iii)

Interest rate risk (Continued)

Interest rate sensitivity analysis (Continued)
At the end of the reporting period, if interest rates
had been 100 (2013: 100) basis points higher/
lower in respect of the Group’s variable-rate bank
deposits and bank overdrafts, with all other
variables held constant, there would have
decreased/increased by approximately
HK$259,000 (2013: HK$437,000) on the Group’s
loss during the reporting period. The Company’s
loss for the year ended 31 December 2014 would
decrease/increase by approximately HK$250,000
(2013: HK$436,000). These are mainly attributable
to Group’s and Company’s exposure to interest

rate on its variable rate bank balances.

Credit risk

The Group's credit risk is primarily attributable to
trade receivables, loan receivables and bank
deposits. 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 the carrying amounts of the
respective recognised financial assets as stated in
the consolidated statements of financial position.

The Group has a credit policy in place and will
perform credit evaluations on all customers
requiring credit over a certain amount. The Group
also has an export credit insurance with the Hong
Kong Export Credit Insurance Corporation to
cover risks on non-payment by customers.

5, 28I Bm@m)

b) ¥BEREEERERMHE
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(ii)

(iii)
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5.

Notes to the Consolidated

Financial Statements (continued)
x B B 75 ¥R X Bit 5F ()

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and
policies (Continued)

(iii) Credit risk (Continued)

In order to minimise the credit risk, the Group
reviews the recoverable amount of each individual
trade debt regularly to ensure that adequate
allowance for impairment losses are made for
irrecoverable amounts. In this regard, the
management of the Group considers that the
Group's credit risk is significantly reduced.

The Group has concentration of credit risk as the
Group’s top two (2013: two) trade debtors
accounted for 69% (2013: 71%) of its total trade
receivables as at the end of the reporting period.
In addition, the Group’s five largest trade debtors
accounted for 89% and 87% of its total trade
receivables as at 31 December 2014 and 2013
respectively.

The Group only has one (2013: nil) loan receivable
as at 31 December 2014.

The credit risk for liquid funds is limited because
such amounts are placed with various banks with
good credit ratings.

Further quantitative disclosures in respect of the
Group's exposure to credit risk arising from trade
receivables are set out in note 19.

Collateral held as security and other
credit enhancements

The Group does not hold any collateral or other
credit enhancements to cover its credit risks
associated with its financial assets.
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Notes to the Consolidated

Financial Statements (continued)
x B B ¥5 ¥R X Bit 5F ()

FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

5. FINANCIAL INSTRUMENTS (Continued) 5. @@ T A

(b) Financial risk management objectives and
policies (Continued)

b) BBEABEEZEERRBE
()

(iv) Liquidity risk (ivy "RBELER

The Group’s liquidity position is monitored closely
In the
management of the liquidity risk, the Group

by the management of the Group.

monitors and maintains a level of cash and cash
equivalents deemed adequate by the management
to finance the Group’s operations and to meet its
liquidity requirements in the short and longer
term.

During the reporting periods, the Group financed
its working capital requirements principally by
funds generated from operations and issue of
shares.

The following table details the Group’s contractual
maturities at the end of each reporting period for
its financial liabilities. The table has been drawn
up based on undiscounted cash flows of financial
liabilities based on the earliest date on which the
Group can be required to pay. The table includes
both interest and principal cash flows.

Megalogic Technology Holdings Limited @ RESRNEBEERAD
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Notes to the Consolidated

Financial Statements (continued)
n B B ¥ 3R R B 5E

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

5. FINANCIAL INSTRUMENTS (Continued) 5. @I Aum

(b) Financial risk management objectives and
policies (Continued)

b) ¥BEREEERERMEE

(%)

(iv) Liquidity risk (Continued) (iv) RENEZ R (&)

Repayable on
demand or Between Total
within Between 3 months to undiscounted Carrying
Group 1month  1-3 months 1year  cash flows amount
ARERFR —f@A =R KERHRE
rEE —BRAREER EZ=f@A E—F HEEE RESE
HK$'000 HK$'000 HK$’'000 HK$'000 HK$'000
FTERT FERT TR FERT FTER
As at 31 December 2014 201451283108
Trade and other payables BN E S R EAENBRR 4,048 — — 4,048 4,048
As at 31 December 2013 20131283180
Trade and other payables ERE 5 R EAMEMER 4,284 — — 4,284 4,284
Repayable on
demand or Between Total
within 1 Between 3 monthsto undiscounted Carrying
Company month  1-3 months 1year  cash flows amount
ARERFR —f@A =R KERHRE
PN —BRAREER EZ=f@A E—F REEE RESH
HK$'000 HK$’'000 HK$'000 HK$’'000 HK$'000
FERT FERT FERT TR FTER
As at 31 December 2014 20145128318
Trade and other payables e E 5 K E B HR X 194 - - 194 194
As at 31 December 2013 M2013%F12831AH
Trade and other payables ENESREMENER 43 — — 43 43
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5.

Notes to the Consolidated

Financial Statements (continued)
x5 B 55 3R R B 5E )

FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and

policies (Continued)

(v)

Other price risk

The Group is exposed to equity price risk mainly
through its investment in listed equity securities.
Management's decision to buy or sell trading
securities are based on daily monitoring of the
performance of individual securities compared to
that of the market, as well as the Group’s liquidity
needs, in accordance with the limits set by the
Group.

Equity price sensitivity analysis

The sensitivity analyses below have been
determined based on the exposure to equity price
risk at the end of the reporting period.

If equity prices had been 50% higher/lower, the
Group's loss for the year ended 31 December
2014 would decrease/increase by HK$1,591,000
(2013: nil). This is mainly due to the changes in
fair value of held-for-trading investments.

5.

€@ T A wm)

(b)

BHEREEERRBX

(%)

(v) HtERERE
AEBETERE EMERE
FREMAERERR - &
EERBEdLEESRESFN
REDRBARERENR
H &R & A &R E R E 5 48
HRTEHENRRUARAEHE
MRS ESHK -

REBRE DT
ATHERESMNIRBRERS
HARERRET -

%5 BB £ R T %50% °
N % B E £2014%12 A31H
IEFEZBEEBGRD 8 M
1,591,000 7T (20134 : &) o
D EEHERBFHEEERE
NEEEE-
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Notes to the Consolidated

Financial Statements (continued)
n-TJ' ZI- .?l‘k *ﬁ ?E Bﬁ -‘-I (mﬁ)

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

REVENUE 6. W#H
The Group is principally engaged in the design, development AEBEBXTENEENEEORT M
and sales of integrated circuits (“ICs”) and money lending MBEEUNLRMEERE WSEAEFER
business. Revenue represents the amount received and BREHAANELESEY MIRERE S W&
receivable for goods sold and services provided by the Group FEWSENEZEE WINKEE &I
at invoiced value, net of returns and discounts, and interest ?D : t,USUK ERBEEBOFERATE
income from money lending business is recognized using the ERAREZER - AEFRERND
effective interest method, during the reporting periods. An R H&ﬁﬁn T
analysis of the Group’s revenue recognised during the year is
as follows:
2014 2013
20144 20134
HK$'000 HK$'000
FET FAT
Revenue from sales of ICs KEEESEKEEN KR 49,496 39,109
Revenue from provision of ASIC Service R B 1R L ASIC AR 75 59 Uk 25 2,633 3,660
Revenue from money lending business KEMEEFHW R 7 —
52,136 42,769
OTHER INCOME 7. HArA
(Restated)
(#e=&:5))
2014 2013
201445 20134
HK$'000 HK$'000
FET FAET
Bank interest income RATH B HA 270 240
Compensation received B W E — 466
Rebate of approved project cost A T8 B Bk AR 206 264
Sundry income HMETE U A 12 156
488 1,126
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Notes to the Consolidated
Financial Statements (continued)

||-1T

O B 5 e 2= BT 5 )

FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

The chief operating decision maker has been identified as the
executive directors and certain senior management (collectively
referred to as the “CODM") that make strategic decisions.
Information reported to the CODM, for the purposes of
resource allocation and assessment of segment performance
focuses on the types of goods or services delivered or
provided. In respect of the design, development and sales of
integrated circuits constitute one operating segment, while
money lending business being the other reporting segment.

The CODM considers that the Group had only one single
reporting segment, being the design, development and sales
of integrated circuits, prior to the completion of acquisition of
a money lending business on 31 May 2014. Following the
acquisition, the Group was engaged in two business
segments, namely IC business, being the design, development
and sales of ICs, and money lending business. The CODM
regularly reviews the nature of their operations and the
products and services. Each of the Group’s business segments
represents a strategic business unit that offers products and
services which are subject to risks and returns that are
different from those of the other business segments.

8. OTHER GAINS AND LOSSES 8. Httl:mREHE
(Restated)
(ge=E5))
2014 2013
2014 20134
HK$'000 HK$'000
TE R FET
Fair value gain on trading securities B HFEHF AT ERE 841 —
Gain on disposal of property, HEME  BERREE

plant and equipment, net s F &8 1 —
Exchange loss b 5 E5 18 (228) (71)
Bad debt b=l (23) (12)
591 (83)

SEGMENT INFORMATION 9. FHEF

TEEERRERARAFLRBRRED
HITEERETERERE (BRI
BEERRED MEBZERRESR
BUNEERMFEDHRBENER
EEMNEEm A RERBHER -
REf - FAEMEERKEBRBK —EL
BOR MAEXBAAS —ERS S
[ e

ok

LERRERR  EMN2014F5H
BTAERRE —ERERE 2/ A&
EER—AmEyal BIRET - FHEM
%ﬁ&%ﬁ}iﬁ-ﬁﬂk°ﬁ’\\4&5§f§:'$ﬁlfﬁ$
MEEB D BNEREEER (R
MBEMEEEXE E’U&Bﬁlﬁ%f“ x
BEBRRETHENELE REMM
RBOMEE - AKEEXH DS —E
EBREBELA RHEERLRENE R
B [m] g AN [R]  H A S 75 70 &6 e
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Notes to the Consolidated

Financial Statements (continued)
n B B ¥ 3R R B 5E

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

SEGMENT INFORMATION (Continued) 9. ZEER @)
An analysis of the Group’s revenue from major products and AREBREFEERMBREOUWZE DT
services is set out in note 6 above. R EXHE6 -
(i) Segment results, assets and liabilities () "HEE - BEERERE
Unallocated
IC Money lending corporate Total
ERER HE RABEE At
2014 2013 2014 2013 2014 2013 2014 2013

2014F 2013 2014F 2013 2014F  2013F  2014%F 20135
HK$'000  HK$'000  HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000

FEE FET TR TET FER  TEn  TER  FER

Results 2
Revenue from external KB INAEF

customers ) W 2 52,129 | 42,769 7 — — —0 52136 | 42,769
Gross profit ES| 11,246 9,835 7 — — — 11,253 9,835
Bank interest income R 17 B UM A 1 1 — - 269 239 270 240
Depreciation nE (1,.470)§  (1,366) (5) — (150) —§ (1625 % (1,366)
Other income and HEfA Rk

expenses =5 (11,373)§ (11,608) (445) — (5,732) (3,252)8 (17,550) § (14,860)
Income tax (expense)/  FF1EH (B),/

credit i) (38) 61 - — - - (38) 61
Loss for the year FNEE (1,634) 8 (3,077) (443) — (5613)f (3.013)8 (7,690)§ (6,090)
Assets BE
Reportable segment  A] 2 R 5 2

assets aE 19,010 | 21,381 645 — | soan0 | ar9s9] 79125 | 69340
Liabilities =L
Reportable segment ] 2 {5

labilties 8% 3835 | 4847 — — 213 30 a0a8 | 5217
Other segment HitaHEHR

information
Additions to property, REW¥ - B&E

plant and equipment B 1,306 1,647 43 — 569 — 1,918 1,647
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9.

Notes to the Consolidated
Financial Statements (continued)

||-IT

O B 5 e 2= BT 5 )

FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

SEGMENT INFORMATION (Continued)

(i)

(ii)

Segment results, assets and liabilities
(Continued)

Segment revenue reported above represents revenue
generated from external customers. There were no
inter-segment sales in the current year (2013: nil).

The accounting policies of the operating segments are
the same as the Group’s accounting policies described
in note 3. Segment profit or loss represents the profit or
loss earned by each segment without allocation of
central administration costs including directors’
emoluments, investment and other income, other gains
and losses, and income tax expenses. This is the
measure reported to the CODM for the purposes of

resource allocation and assessment of segment

9.

AN

(i)

HE R @)

DEELE - EENREBE W@

RE2HzD BB mBEIRETP
EEZWa - ANEFEILE D
B (20135 : &) ©

18 & 53 EB Y & AT BUR BRI RE 3P A
ZAREEGHBEKMER - 2 & E N
ok 5 18 18 & 9 2B Bk R 2 0% 7 sk &S
B TaoRbREEXNK(BRE
%%%ﬁ@ﬂ‘%ﬁﬁ&ﬁﬁtﬂwvﬁﬁﬁ
WaRREBEBARMEHAX) -

DHEEEEBREEZRAD @E
BIR KA E D BRI

performance.
Information about major customers (i) BEFTEREPER
The Group's revenue from customers which accounted RKEMAEBRWZRI10%K U E
for 10% or more of the Group’s total revenue are as WNEPHAEBRKZMT :
follows:
2014 2013
2014 F 20134
HK$’000 HK$'000
FET FET
Customer A ZEA 19,275 16,636
Customer B =258 8,266 6,278
Customer C =FEC 8,334 n/a
N iE R
Customer D 25D n/a 5,652
TiE A
35,875 28,566
Note: B3 -

n/a: not applicable, as the corresponding figure did not contribute
over 10% of the total revenue of the Group

TEB:TEA AAEBHRTI RSB
AREEBUE10% A E
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9.

SEGMENT INFORMATION (Continued) 0.

(ii) Information about major customers

(iii)

Notes to the Consolidated

Financial Statements (continued)
B B ¥ R % Bt 5F (@)

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

IIITJ'

(Continued)

The Group's operations are lo

cated in Hong Kong. The

geographical location of customers is based on the

location of the customers, irrespective of the origin of

the goods or services. The geographical location of the

non-current assets is based on the physical location of

the asset, in the case of prope
The Group’s revenue from

rty, plant and equipment.
external customers and

information about its non-current assets by geographical
location of the assets are set out below:

7 #E B E)
(i) BEEFEZFPNER @)

AEEBNEBUREL BEF O
ﬁﬁ%ﬁﬁﬁ%ﬁmﬁﬁmﬁﬁ'
T B S AR 75 B SRR o LD
% BELRERBNE  ERBDEE
MU E DREEENER
BEMSE - AEEIRM IR E B 5K
BANREFPHORERBREEIER
BEEMNERDT

Revenue from external customers (i) RBIAEFFHKE
2014 2013
20145 20134
HK$’'000 HK$'000
FET FHET
Hong Kong (place of domicile) =78 (BB #h) 5,946 3,770

The PRC, excluding Hong Kong HE - ABREEERAE

and Taiwan 40,018 33,211
Korea =4 1,031 1,421
Taiwan = 574 854
USA E3e 1,188 3,198
Russia % 4 A 3,083 2
Others Hih 296 313
52,136 42,769
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Notes to the Consolidated

Financial Statements (continued)
r B B 85 3R R B 5T )

FORTHE YEARENDED 31 DECEMBER 2014 &(ZE20145612 431 B EFE

9. SEGMENT INFORMATION (continued) 9. oEH @)

(iv) Non-current assets (other than deferred (v kERBEE(ELERBEERE

tax asset) BR o)
(Restated)
(BE5)
2014 2013
20144 20134
HK$’000 HK$'000
FHExT FET
Hong Kong (place of domicile) =78 (BB ) 680 411

The PRC, excluding Hong Kong RE TBEEEBREE

and Taiwan 397 202
Taiwan =9 2,687 2,853
3,764 3,466

10. INCOME TAX (EXPENSE)/CREDIT

(a) Taxation in the consolidated statement of

10. FTIEH (BIX) E&

() #EBEBERHEtEZEKER

profit or loss and other comprehensive PRYRR RS ¢
income represents:
(Restated)
(r &%)
2014 2013
20144 20134
HK$'000 HK$'000
FET FHET
Current tax — Hong Kong Profits BNERTIE — 2 AU FE B H
S
Tax overprovision for prior year B — 12
Deferred tax (expense)/credit REFRIE(FHX),/ EE
(note 27(a)) (MF5E27(a)) (38) 49
(38) 61

Megalogic Technology Holdings Limited @ RESREBEERLSD



Notes to the Consolidated

Financial Statements (continued)
x5 B 55 3R R B 5E )

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

10. INCOME TAX (EXPENSE)/CREDIT (Continued)

(a) Taxation in the consolidated

comprehensive income represents:
(Continued)

Hong Kong Profits Tax is calculated at 16.5% (2013:
16.5%) of the estimated assessable profits for the year
ended 31 December 2014. No provision for Hong Kong
Profits Tax is made since the Group has no estimated
assessable profit for the year ended 31 December 2014
(2013: nil).

Under the Law of the People’s Republic of China (“PRC")
on Enterprise Income Tax (“EIT”) and Implementation
Regulation of the EIT Law, the tax rate of the PRC
subsidiary is 25%. No provision for EIT is made since the
PRC subsidiary has no estimated assessable profit for
the year ended 31 December 2014. No subsidiary
operated in the PRC for the year ended 31 December
2013.
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(@ mEZEHWRZXRT W B

=INE )

BH =2014%F12A31H It F &
BEENEHREFERREN 2
16.5% (20134F : 16.5%) 5 & - &
RAEBRE £2014F12A31H
HFETEEETAGFERB
wA(2013F ) WA E|HRE B
TS BEAE L B -

BIEFPEARLMBE(HRE]D M
FrieBi (I EMEBH]) ERDEM
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TR B25% c B BB A AR
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Notes to the Consolidated

Financial Statements (continued)
r B B 85 3R X B 5T )

FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILF &

10. INCOME TAX (EXPENSE)/CREDIT (Continued)

(b) Reconciliation between tax (expense)/

credit and loss before tax at applicable

tax rates:

10. FRIEH (BIX) K& w)

(b) & A B R & #Y IR (5

X)) /B G REBREAERY
BRANT

(Restated)
(se=E%)
2014 2013
2014 F 20134
HK$'000 HK$'000
FET FAT
Loss before tax BRERTE R 7,652 6,151
Tax at applicable income tax rate WMERAMEHRNEAENTE 1,284 1,015
Tax effect of expenses not deductible i % 78 M = A~ A] F0 8 5 2 79
for tax purpose MBEE (1,010) (537)
Tax effect of income not taxable A MS BERBRBAR
for tax purpose MG e 44 40
Deferred tax assets not recognised RERBELEHIBEE E (356) (469)
Overprovision in prior year JHIFEEBEEE — 12
Income tax (expense)/credit FEMBHM(AX) HEE
for the year (38) 61
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Notes to the Consolidated

Financial Statements (continued)
r B B F5 3R R B 5T o)

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

11. LOSS FOR THE YEAR 1. FREE
Loss for the year has been arrived at after charging: FREEDHE
(Restated)
(ge&E5))
2014 2013
2014 F 20134
HK$'000 HK$’000
FET FAT
(a) Staff cost (a) ETRAK
Staff costs including director’ emoluments ~ BIFZEHEH S M E T A
— Salaries, bonus and benefits in kind — e AR
EWeEN 8,707 6,188
— Staff welfare — B I{EF 71 14
— Contributions to retirement —RIKRBF &K
benefit scheme 260 175
9,038 6,377
(b) Other items (b) HfzE R
Depreciation of property, W WEREBITE
plant and equipment 1,625 1,366
Auditor's remuneration 1% BRAD % B 380 420
Legal and professional fee FERNEXRER 2,430 1,990
Design and development costs RET KB B AR 2,798 4,208
Cost of inventories sold recognised as BRIERFAXHNEE
an expense* FERK A 40,883 32,934
* including provision for slow-moving and obsolete inventories of * BRI 8 I iR R 1T B BB £9293,000% JT
approximately HK$293,000 (2013: reversal of provision of (2013 4F : %5 [0] # £ 386,000 % JT)

HK$386,000)
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Notes to the Consolidated

Financial Statements (continued)
||-TJ' 7J '?l.k *& ?E Bﬁ -‘-I (mﬁ)

FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILF &

12. REMUNERATION OF DIRECTORSANDFIVE 12. EEREZESHFHM AT B

HIGHEST PAID INDIVIDUALS £

(a) Remuneration of Directors (a) EEM =
Directors’ remuneration disclosed pursuant to section KB BB RGP (£622F) Pﬁ
78 of Schedule 11 to the new Hong Kong Companies RNEIBERL2BAIFEERF
Ordinance (Cap. 622), with reference to section 161 of BH(E32F)E1611EZHTE - %
the predecessor Hong Kong Companies Ordinance (Cap. e ENT

32) is as follows:

Year ended 31 December 2014
HZE2014512831BLLEE
Employer’'s
contributions
Other to Mandatory

Director's benefits Provident
Name of Director fee Salary (Note12) Fund Total
HiER #BHELIES
EEnE EEZne e (BFaE12) EBEHK &t
Note HK$'000 HK$'000 HK$'000 HK$'000 HK$"000
Bt s FTET TR TAERT TAERT TAET
ZHANG Qing RE 1 — 423 — 9 432
LEE Cheung Ming TR 2 — 360 - 8 368
LI Kwei Chung I 3 - 811 66 17 894
SUNG Tak Wing Leo K134 4 18 686 — 14 718
LIU Kam Lung BEtd 5 25 625 — 14 664
YE Jian HER 6 42 — — — 42
CHAN Sun Kwong =% 7 138 — — — 138
KO Yin Wai 5BR 7 115 — — — 115
CHIU Yu Wang fizhrr @A 8 102 — — - 102
Total A&t 440 2,905 66 62 3,473
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Notes to the Consolidated

Financial Statements (continued)
r B B F5 3R R B 5T o)

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

12. REMUNERATION OF DIRECTORS AND FIVE
HIGHEST PAID INDIVIDUALS (Continued)

(a) Remuneration of Directors (Continued)

NEERITBESFMA LD
M € (@)
(a) E=B % &)

Year ended 31 December 2013
HZE213F12A3181LFE

Employer’s
contributions

Other  to Mandatory

benefits Provident
Name of Director Director's fee Salary (Note12) Fund Total

Hithigh et Ese
SR EERE i (B 5E12) R A&t
Note HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Bier FET FET FET FAET FHET
LEE Cheung Ming EEH 2 - 563 - 14 577
LI Kwei Chung TER 3 — 806 32 15 853
LIU Loi Ying B R B 9 — 199 — 5 204
LIU Kam Lung B 5 — 672 — 15 687
HUI King Chun R 10 — — _ _ _
SUNG Tak Wing Leo REE 4 100 — — — 100
CHAN Sun Kwong E3=%7 7 120 _ _ _ 120
KO Yin Wai =2EE 7 100 — — — 100

CHAN Chi Kwong, [

Dickson " 33 — — — 33
Total At 353 2,240 32 49 2,674
Notes: Bt o
1. appointed as executive director and Chairman on 1 July 1. R2M4FIABREZEANTE

2014 =htfE
2. resigned as executive director and Chairman on 1 July 2014 2. RMMF7TAHBEERTESER
E3
3. Chief Executive Officer and executive director 3. TTHAEHRRTESR
4 re-designated from independent non-executive director to 4. R2014F3A7TRHBBIERITE
executive director on 7 March 2014 EAERNITES
5. re-designated from executive director to non-executive 5. R2014F10A16HARNTEESR
director on 16 October 2014 ERIERNTES
6. appointed as non-executive director on 26 August 2014 6. R20145F8 26 A EZE R IEFTT
5F
7. independent non-executive director 7. BUERTES
8 appointed as independent non-executive director on 17 8.  M2014F2R17THEERERBILI
February 2014 WMiTE=SE
9. retired as executive director on 30 April 2013 9. M20135F4 A30BRERITES
10.  resigned as non-executive director on 10 April 2013 10.  M2013F4F10B B EHFRTES
11, retired as independent non-executive director on 30 April 1. R2013F4A300 &7 IEARTT
2013 %
12.  Other benefits include quarter, car rental allowance and 12, Hi@MeEEs HEMERE
leave pay &
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Notes to the Consolidated

Financial Statements (continued)
r B B 85 3R R B 5T )

FORTHE YEAR ENDED 31 DECEMBER 2014 # ZE20145 12 A31 B ILFE

12. REMUNERATION OF DIRECTORSANDFIVE 12. EEREZESHFHM AT B
HIGHEST PAID INDIVIDUALS (Continued) M < @)

(b) Five highest paid individuals’ (b) EEESFMALTHEINE

remuneration

The five highest paid individuals of the Group included
three directors of the Company for both of the years
ended 31 December 2014 and 2013, details of whose
emoluments are included in the disclosures in above.
The emoluments of the remaining two highest paid
individuals for the year ended 31 December 2014 and
2013 are as follows:

AN £ E H E20144F K 2013F12 A
BMAEFESEFHNREE S B
ATER BEARA=ZFESE"
HHEMFBIALXEES - #HZE
20144 K2013F 12 A31B L F E
RN M A A B A £ B 3 B a0
B

2014 2013
2014 20134
HK$'000 HK$'000
FHExT FET

Salaries, allowances and benefits He EZHEREWERN
in kind 1,518 1,430

Contributions to Mandatory 38 B A TE R R

Provident Fund 34 30
1,552 1,460

The emoluments of the 2 (2013: 2) individuals with the
highest emoluments are all within Nil to HK$1,000,000.

None of emoluments has been paid to these individuals
as an inducement to join or upon joining the Group or
as compensation for loss of office during the financial
year (2013: Nil). In addition, none of the directors of the
Company has waived any emoluments during the year.

2242 (2013F 2% ) & E H B A
T & BN T =% ot 1,000,000
BT o

MHRER AEEYER DAL
AN BN & VE 2 s B o0 A SR E i
AREEEER S FRRERM
8 (20134 « &) - ptoh - HER
RAEENFARETAMNE -
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13.

14.

15.

Notes to the Consolidated

Financial Statements (continued)
n-TJ' ZI- .?l‘k *ﬁ ?E Bﬁ -LI (u.s

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

LOSS ATTRIBUTABLE TO OWNERS OF THE  13.

COMPANY

The consolidated loss attributable to owners of the Company
includes a loss of approximately HK$6,028,000 (2013:
HK$2,998,000) which has been dealt with in the financial
statements of the Company (see note 28b).

DIVIDENDS 14.

No dividends was declared or paid during the year ended 31
December 2014 (2013: Nil).

LOSS PER SHARE 15.

(a) Basic loss per share

The calculation of basic loss per share is based on the
consolidated loss attributable to owners of the
Company for the year ended 31 December 2014 of
approximately HK$7,690,000 (2013: HK$6,090,000),
and the weighted average number of shares in issue
during the year ended 31 December 2014 of
253,019,178 (2013: 213,589,041).

(b) Diluted loss per share

The Group did not have any dilutive potential ordinary
shares during the year ended 31 December 2014 and
2013.
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AARBBARGEREEBEEREERA
N A IS 3R R R IE 2 518 496,028,000 7
7C (2013 4F : 2,998,000% 7T ) (&5 & B Kt
5£28b) ©

Hﬁ /%\

HE204F12A3MHIEFE  TEST K
T ATEMARE (2013F : ) ©

BREE

(a) BREXBE

B E2014F 128318 Lt F E M
BREAEBBIIREARAGES
A FE G 48 & B5 18 £97,690,0007% 7T
(20134 : 6,090,000/ 7T ) & & &
2014F12A31B EFEE ETR
7 h0# 35 2 B 253,019,178 % A%
3 (20134 : 213,589,041 % B% 17 )
HE-

(b) BREFEE

ANEBNE E20144 K20135FE12
A3t FEYETMAETE
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Notes to the Consolidated

Financial Statements (continued)
r B B ¥ 3R R B AT

FORTHE YEARENDED 31 DECEMBER 2014 & ZE2014512 A31H LFE

16. PROPERTY, PLANT AND EQUIPMENT

16. % -HMERRE

Computer Office Motor  Furniture Leasehold
Equipment Instruments Equipment Vehicle and Fixture improvement Total
BHRE IR BRERE RE BEREE HENEES EH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiET TR FET TR FHET FET TR
Group r&E
Valuation/Cost fhE/BA
At 1 January 2013, R2013%1 718
as previously reported ZRE2H 215 5,201 7 18 25 — 5,466
Change in accounting policy SHEREH (20
(note 2¢) 299 4515 37 148 65 150 5214
At 1 January 2013, as restated R2013F1 /18 -
LET| 514 9,716 44 166 90 150 10,680
Additions NE 50 1,597 — — — — 1,647
Disposal, as restated e K& (274) (1,848) (32) — (69) — (2.223)
At 31 December 2013 and R2013F12A318 %
at 1 January 2014, as restated 201451818
mE7| 290 9,465 12 166 21 150 10,104
Additions through acquisition FERNE-RERELT
of a subsidiary NE 12 — 7 — — — 19
Additions NE 131 1,280 21 — 90 3% 1,918
Disposal HE (18) (31) - (166) — - (215)
At 31 December 2014 M2014512 4318 415 10,714 40 — m 546 11,826
Accumulated depreciation ZHTE
At 1 January 2013 R2013F171H 134 2,175 7 18 14 — 2,348
Change in accounting policy BHBEZH (20
(note 2¢) 292 4,457 37 148 63 150 5,147
At 1 January 2013, as restated R2013F1318
mEF| 426 6,632 44 166 77 150 7,495
Charge for the year, as restated FRZE EET 54 1,308 — — 4 — 1,366
Written back on disposals REERED (275) (1,848) 32) — (68) — (2,223)
At 31 December 2013 and R213F12A3BRR
at 1 January 2014, as restated 2014F1 818 KEF| 205 6,092 12 166 13 150 6,638
Addition through acquisition FRNE-RHIREAR
of a subsidiary NE 4 — 1 — — — 5
Charge for the year ERTH 78 1,414 3 — 16 114 1,625
Written back on disposals REERER (18) 22) — (166) — — (206)
At 31 December 2014 R2014F12A31H 269 7,484 16 — 29 264 8,062
Net book value REFE
At 31 December 2014 2014512 A31R 146 3,230 24 — 82 282 3,764
At 31 December 2013, as restated 722013412318
wE7| 85 3,373 - - 8 — 3,466
At 1 January 2013, as restated R2013F1818
BE7| 88 3,084 — — 13 — 3,185

Megalogic Technology Holdings Limited @ RESREBEERLSD



Notes to the Consolidated

Financial Statements (continued)
IIITJ' ZI- '?l.k *& ?E Bﬁ -‘-I (m,a

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

16. PROPERTY, PLANT AND EQUIPMENT

17.

(Continued)

16. V¥  BERRE@

Computer Furniture Leasehold
Equipment and Fixture improvement Total
EZE SREREKE HEWEEEB &5t
HK$'000 HK$'000 HK$'000 HK$'000
FAET FAET FAET AT
Company Vi NN
Cost AR
Additions and NE RR20144F
at 31 December 2014 12A31H 94 72 385 551
Accumulated depreciation ZiFITE
Charge for the year and FAEER
at 31 December 2014 201412 A31H 23 12 113 148
Net book value BREFE
At 31 December 2014 FR2014F12A31H 71 60 272 403
INTERESTS IN SUBSIDIARIES 17. RINB ARz & @
(a) Particulars of the Subsidiaries of the (@) ARBIMBRRFR
Company
2014 2013
20145 20134
HKS$ HK$
BT BT
Unlisted, at cost LW BERAE
1 January 1A18 16 8
Additions NE 7 8
31 December 12H31H 23 16
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Notes to the Consolidated

Financial Statements (continued)
x5 B 55 3R R B 5E )

FORTHE YEARENDED 31 DECEMBER 2014 & ZE2014512 A31H LFE

17. INTERESTS IN SUBSIDIARIES (Continued) 17. A B A B 2 #E % @)
(@) Particulars of the Subsidiaries of the (@) AT BQBFE @
Company (Continued)
At as 31 December 2014, the Company had direct or R2014F12A318 AR AR T
indirect interest in the following subsidiaries, all of DIM B AR R R E Sk E R
which are private companies, particulars of which are HOZEWMBRAAZMARLE D
set out below: ¥ HEBEFBEHEINAT
Proportion of ownership interest
BEREZLA
Place of Group's Interest
Incorporation Particulars of Issued Effective Held by the  Held by a Principal
Name of Company and Operation Capital/ Registered Capital Interest  Company Subsidiary Activities
EMRIR  ERTRA MR AEE HEXDE A-BHE
EIEE: REwE EXER BERERZ FEEZ LFBE XEER
Directly held
BEERE
Megalogic Business Limited BVI 1 ordinary share of US$1 100% 100% — Investment
holding
Megalogic Business Limited HBELES 'REAEIEZTHEAR 100% 100% — BREER
Megalogic Investment Limited BVI 1 ordinary share of US$1 100% 100% — Investment
holding
Megalogic Investment Limited RERXES 1REE1ZTHTER 100% 100% — REER
Minilogic Investment Limited BVI 1 ordinary share of US$1 100% 100% — Investment
holding
Minilogic Investment Limited RERAHEE "REAEIZETHEER 100% 100% — REERK
Indirectly held
BEEE
Easy Loan Finance Limited Hong Kong 2,000,000 ordinary share 100% — 100% Money lending
(note 29) of HK$1
SRMBERAR(MF29) &R 2,000,000 % I {178 7L &9 100% - 100% M &
Tk
MiniLogic Device Corporation Hong Kong 7,651,200 ordinary share 100% . 100% Design,
Limited (“MiniLogic HK") of HK$1 development
and sales of
ICs
MAEHERAR EB 7,651,200 (B 178 L&) 100% - 100% Rt FE R
([HaEREE]D Edik HEEK
Megalogic China Hong Kong 1 ordinary share of HK$1 100% — 100% Investment
Development Limited holding
REITEEREBE QA EB TREEIETHERR 100% - 100% #KEER
REBREIREEERARAR PRC Registered capital 100% — 100% Inactive
HK$1 million
RBLERECEERERAR T H AMERIBEEST 100% — 100% EmeE

Megalogic Technology Holdings Limited @ RESREBEERLSD



Notes to the Consolidated

Financial Statements (continued)
r B B F5 3R R B 5T o)

FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

17. INTERESTS IN SUBSIDIARIES (Continued) 17. RK B D7 2 & (5
(b) Amount due from subsidiaries of the (b) WA R BME QT FIE
Company
2014 2013
2014F 20134
HK$'000 HK$’000
FET FAT
Company KAF
Amount due from subsidiaries JRE L B JB8 A R BB 3,109 799
Less: Impairment B ORE (700) —
2,409 799
As at 31 December 2014 and 2013, the amounts due R20144F &2013F12H318 - &
from subsidiaries are unsecured, interest-free and WHEB AR B AEEKE . 2
repayable on demand. Several subsidiaries had recurring BAREZRERE - BETWERRHES
operating losses and after reviewing the financial EEHEEEEE REMZENE
performance and financial position of these subsidiaries, REZ T BEERTBMRRAE B
impairment loss of approximately HK$700,000 has been B E2014F 12 A31 8 (EF E 5t
made for the year ended 31 December 2014 (2013: nil). 12 % 1B &5 18 49700,0007% T (2013
The carrying amount approximates to its fair value as at FE)o RAREHE - sZ 0 EE
the reporting date. AEREAFEHES -
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19.

Notes to the Consolidated

Financial Statements (continued)
r B B 85 3R X B 5T )

FORTHE YEARENDED 31 DECEMBER 2014 & ZE2014512 A31H LFE

INVENTORIES 18. # &
2014 2013
20144 20134
HK$'000 HK$'000
FET FET
Group &
Raw materials JR 4 # 1,032 1,860
Work in progress TS 3,814 2,394
Finished goods X 4,331 3,934
9,177 8,188
Less: Provision for slow-moving and ORI NEREE
obsolete inventories B (691) (398)
8,486 7,790

At as 31 December 2014, slow-moving and obsolete
inventories amounting to approximately HK$691,000 (2013:

R2014F 128318 BEEBREEYD
691,000 7T (2013 4F : 398,000/% 7t ) 2

HK$398,000) had been fully provided for impairment. Apart HEELTEBEE Btz WEE
from that no inventory was carried at net realizable value. ELAR IR EE AR
TRADE RECEIVABLES 19. EWWE 5 RN
2014 2013
20145 20134
HK$’000 HK$'000
FHExT FET
Group REE
Trade receivables FEUWE 5 AR 3,868 7,013

Megalogic Technology Holdings Limited @ REEREBEERLD



Notes to the Consolidated
Financial Statements (continued)
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FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

19. TRADE RECEIVABLES (Continued)

(@) Aging analysis

The Group normally allows a credit period ranging from
“cash on delivery” to 90 days to its trade customers as
at 31 December 2014 and 2013. The following is an
aged analysis of trade receivables at the end of each
reporting period, presented based on the invoice date:

19. EWE Z BRI @)

(a)

BR e 0 AT
m2m4ﬁ5&2m3ﬁnzﬂ31av ¥iN
BRAEESREFPRHEIEE

'H'TAJJ:90E| HiEEHS - LATER
EHRERREBREAHRZ2INE
8 SRR IRE DT

2014 2013

2014 20134

HK$’'000 HK$’000

FET FAET

0-30 days 0-30H 1,936 3,681
31-60 days 31-60 H 9219 1,761
61-90 days 61-90 H 977 1,119
More than 90 days Hi®90 H 36 452
3,868 7,013

Amounts included in trade receivables at 31 December
2014 and 2013 related to both IC sold and services
performed under ASIC services contracts and invoiced
to those customers.

The Group has implemented policies that require
appropriate credit checks on potential customers before
granting credit. The Group has adopted a policy of only
dealing with creditworthy counterparties. The Group’s
exposure and credit ratings of its counterparties are
monitored by management. The maximum credit risk of
such financial assets is represented by the carrying value
of asset.
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Notes to the Consolidated

Financial Statements (continued)
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FORTHE YEARENDED 31 DECEMBER 2014 & ZE2014512 A31H LFE

19. TRADE RECEIVABLES (Continued)

(a)

(b)

Aging analysis (Continued)

Before accepting any new customer, the Group uses an
internal credit assessment process to assess the potential
customer’s credit quality and defines credit limits by
customer. Credit limits attributed to customers are
reviewed by the management regularly. In determining
recoverability of a trade receivable, the Group considers
any change in credit quality of the trade receivable from
the date credit was initially granted up to the end of the

reporting period.

Trade receivables that are not impaired

Included in the Group’s trade receivables balance are
debtors with approximately aggregate carrying amount
of HK$2,279,000 and HK$3,180,000 which are past
due as at 2014 and 2013 respectively for which the
Group has not provided for impairment loss. The Group
does not hold any collateral over these balances.

The aging analysis of the Group's trade receivables
which are past due but not impaired is as follows:

19. EWE Z R @)

(a)

(b)

BR &2 20 AT (&)

REMTEHEFZA > NEEE
RAREENFGHREFAFEELE
EFPFNEEERZRAETFME
ERBE - B TEPNEEREHE
EREERE  BEREKE SRR
AT B NEBEEE A Y
REHEEEBEEREBREW
BORREELAZNEMEE -

I R E 2 FE W & 5 AR K

IWAAREBERIKE HEREH P
BERMEES L4 52,279,000 T
123,180,000 JT #) FE W SR IA - 2%
KIED D RIR20144F K2013F &
HmAKE S RARESEBED
BE - AEBUVERZELEHRES
E A4 & o

AEBEHCEHERRENEK
BIEFRROTMT

2014 2013

20144 20134

HK$’'000 HK$'000

FET FHET

0-30 days 0-30H 348 229
31-60 days 31-60H 919 1,380
61-90 days 61-90H 977 1,119
More than 90 days B3890 H 35 452
2,279 3,180

Megalogic Technology Holdings Limited @ RESREBEERLSD



Notes to the Consolidated
Financial Statements (continued)
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FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

19. TRADE RECEIVABLES (Continued)

(b) Trade receivables that are not impaired

(Continued)

Trade receivables that were past due but not impaired
related to a number of independent customers for
whom there is no recent history of default. Based on
past experience, management believes that no

19. EWE Z BRI @)

b) TEBE2EKRE S ERERK
(&)

EAMERBENERE SRR
ETHIY EmAE RSN E T B
EFPERM REBELR
ReBFELRERE RESE

EEE

impairment allowance is necessary as there has not ZEAREBHAEEERTEEXR
been a significant change in credit quality up to the ohe 5 T AE eR D A AR A R B ZUE
date of this report and the balances are still considered [ o
fully recoverable.
20. LOAN RECEIVABLES 20. EWE K
2014 2013
20145 20134
HK$’'000 HK$'000
FHExT FET
Group E
Loan to a customer BYP—R2BPZ2EX 200 —
Accrued interest receivables FE U R ST B 2 —
202 —
2014 2013
20144 20134
HK$'000 HK$'000
FET FET
Company NN
Loan to a subsidiary BT —RHWBARIZER 200 —
Accrued interest receivables &Y 52 1 —
201 —
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Notes to the Consolidated
Financial Statements (continued)
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FORTHE YEARENDED 31 DECEMBER 2014 & ZE2014512 A31H LFE

20. LOAN RECEIVABLES (continued)

21.

The above balances are unsecured, interest bearing, neither
past due nor impaired and are repayable with fixed terms
agreed with the customer and the subsidiary. The loan
receivables related to money lending business.

The Group has implemented policies that require appropriate
credit checks on potential customers before granting loan.

The Group's exposure and credit ratings of its counterparties
are monitored by management. The maximum credit risk of
such financial assets is represented by the carrying value of
asset. Before accepting any new customer, the Group uses an
internal credit assessment process to assess the potential
customer’s credit quality and defines credit limits.

20. EWE R =

it R EEE 5B KRB LK
MEMBEREFEMBARBEZ
BlEHRAEE BREFFRRESR
7% o

AEBEHERK  BEXEHERNE
BEEPETEEEERS -
EEEQIBAKEMEYNEARKE

HFTHNEETR - HHEEZBEENR
BEERRASEENREE REME
M EFP 2 NEBEERAIEERF
BEFAFHEEEEFPNEEERRR
EEERE-

In determining recoverability of a loan receivable, the Group ETRERWEZRNAKWRREER K&
considers any change in credit quality of the loan receivable EEBVARIEREBERESRKRE
from the date of the loan was initially granted up to the end WEREEEZNEMES -
of the reporting period.
TRADING SECURITIES 21. EZES
2014 2013
2014F 20134
HK$’'000 HK$’'000
FHET FAET
Group and Company AEBRAAT
Listed equity securities at fair value EBERTETED
in Hong Kong R AE 3,810 —

Megalogic Technology Holdings Limited @ RESRNEBEERAD
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FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

21. TRADING SECURITIES (Continued)

(i)

Fair value hierarchy

The following table presents the fair value of the
Group's and the Company'’s trading securities measured
at the end of the reporting period on a recurring basis,
categorised into the three-level fair value hierarchy as
defined in HKFRS 13, Fair value measurement. The level
into which a fair value measurement is classified is
determined with reference to the observability and
significance of the inputs used in the valuation
technique as follows:
Level 1 valuations:  Fair value measured using only
Level 1 inputs i.e. unadjusted quoted prices in active
markets for identical assets or liabilities at the
measurement date.
Level 2 valuations:  Fair value measured using Level 2
inputs i.e. observable inputs which fail to meet Level 1,
and not using significant unobservable inputs.
Unobservable inputs are inputs for which market data
are not available.
Level 3 valuations:  Fair value measured using
significant unobservable inputs.
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Notes to the Consolidated

Financial Statements (continued)
x5 B 55 3R R B 5E )

FORTHE YEARENDED 31 DECEMBER 2014 & ZE2014512 A31H LFE

21. TRADING SECURITIES (Continued) 21. B
(i) Fair value hierarchy (Continued) (i)

DN ERE & @

Fair value measurement as at

31 December 2014
Categorized into

R2014FE12A3MB 22 FEFEDES

Level 1 Level 2 Level 3
£ EFIR E=H
HK$'000 HK$'000 HK$'000
FHET FHET FAT
Group and Company TEEREAT
Trading securities B &S 3,810 — —

The fair value of all the trading securities of the Group
and the Company measured as at 31 December 2014
on a recurring basis were categorised into Level 1
valuations. During the year ended 31 December 2014 ,
the Group and the Company did not have trading
securities under Level 2 and Level 3 valuations.

ANEERARFR2014%12 A31
BREEHEEEHNECMBEES
BEZRAFEADERE —RE
H-HE214F12A31BILEE
AREBERARRWESEARFE =
RMAME=ZREENEHHZS -

22. DEPOSITS AND PREPAYMENTS 22. BE RANHRE
2014 2013
20145 20134
HK$'000 HK$'000
THERT FET
Group rE

Deposit for purchase of raw materials RERMEZZS 798 1,629
Rental and utilities deposits for leases Mz HERKEZS 384 192
Deposits for decoration R e — 130
Prepayment for director’s quarter EEEABEMNKE 160 —
Prepayment for legal and professional fees %12 & % % & f ¥& (< 518 219 77
Others HAfb 220 127
1,781 2,155
The amount of the Company’s deposits and prepayments M2014F &2013F 128318 ARAEZ
mainly represents prepayment of expenses as at 31 December B RENREBEcEETBEREMIBAR

2014 and 2013. T8 o
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FORTHE YEARENDED 31 DECEMBER 2014 &#(ZE 2014512 A31H LFE

23. BANK BALANCES AND CASH 23. §

Bank balance and cash comprise cash and short-term deposits
with an original maturity of three months or less which are
held with financial institutions and carry interest at prevailing
market rates. The average effective interest rates of the
Group's bank balances are 0.78% and 0.55% per annum, as
at 31 December 2014 and 2013 respectively.

'fT mnA ﬁ# & IE ﬁ

BITEHRLBASERASEERR SR
WERIEHASRA=MA KU T RIAER
IMSF R BMEETER - R2014F
&2013F12831H - REERITEHD
T EBRF N ED 5 A0.78% &%0.55% °

2014 2013
20145 20134
HK$'000 HK$'000
TET FHETT

Group P
Fixed deposit with banks IRITEETFR 25,035 43,296
Cash at bank and in hand RITNEFRS 32,179 5,582
57,214 48,878
2014 2013
2014 20134
HK$'000 HK$'000
FET FET

Company b/ NN
Fixed deposit with banks RITEHEFER 25,035 43,296
Cash at bank and in hand RITMEFR: 29,233 4,429
54,268 47,725
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FORTHE YEARENDED 31 DECEMBER 2014 & ZE2014512 A31H LFE

24. TRADE PAYABLES 24. EHEZERN
An aging analysis of the Group’s trade payables, presented $7,<IJ5/\ $&%,E3H*“ EZEHHZYE
based on the invoice date at the end of each reporting period, FERESERMERSTMT
is as follows:
2014 2013
20144 20134
HK$'000 HK$'000
FTHERT FET
Group AEE
0-30 days 0-30H 1,159 871
31-60 days 31-60 H 943 1,351
2,102 2,222
25. OTHER PAYABLES AND ACCRUALS 25. Hith BN R B RIE
The Group’s other payables and accruals mainly represent RNEEEMEN KRBT RIEE EZHEER
accrued expenses, deposit and receipt in advance from MY EZe RBEREFFHIE- KR2014F
customers. As at 31 December 2014, the balance includes 12A31H  #%BEEN—RESNE
amounts due to a director of HK$192,000 (2013: nil), which 192,000/ 7T (20134 = &) » 2K IAE %
represents an expense of the Group paid by the director and EEINNAESEER AERKF &
is unsecured, interest-free and repayable on demand. BIW/AREERKEE-
The Company’s other payables and accruals mainly represent RAREMENREFREEZHER
accrued expenses. X e

Megalogic Technology Holdings Limited @ REESREEERA
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FORTHE YEAR ENDED 31 DECEMBER 2014 #ZE20145 12 A31 B ILF &

26. RETIREMENT BENEFIT SCHEME

The Group participates in a Mandatory Provident Fund
Scheme (“the MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for all
qualifying employees in Hong Kong. The MPF Scheme is a
defined contribution retirement plan administered by
independent trustees. Under the MPF Scheme, the Group and
its employees are each required to make contributions to the
plan at 5% of the employees’ relevant income, subject to a
cap of monthly relevant income of HK$30,000 (HK$25,000
prior to 1 June 2014). Contributions to the MPF scheme vest
immediately. The assets of the MPF Scheme are held
separately from those of the Group, in fund under the control
of trustees.

The PRC subsidiary of the Group also participate in a defined
contribution retirement benefit scheme (“the PRC scheme”)
organised by the PRC municipal and provincial government
authorities whereby the PRC subsidiary is required to
contribute a certain percentage of their payroll to the
retirement benefit scheme. The Group has accrued for the
required contributions which are remitted to the respective
local government authorities when the contributions become
due. The local government authorities are responsible for the
pension obligations payable to the retired employees covered
under the PRC Schemes.

The total expense recognised in profit or loss represents
contributions payable to these schemes by the Group at rates
specified in the rules of the schemes. The Group has no other
material obligation for payment of retirement benefits beyond
the contributions as described above.
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27. DEFERRED TAXATION i #iE B/
(a) Deferred tax assets and liabilities Q) BANWELERIEEEREA
recognised: f&:
The components of deferred tax (assets)/liabilities RGETBEMRARERNELER
recognised in the consolidated statement of financial BH(EE)/ BEAKI D A RER
position and the movements during the year are as FRBOEHWT ¢
follows:
Revaluation
of property, Accelerated
plant and tax Unused tax
equipment depreciation losses Total
EfMYE- R B KRB ABEHK
BERRZE e &8 A5t
HK$'000 HK$'000 HK$'000 HK$'000
FHET THET FET FHET
Deferred tax arising from Ff & 4 #9 iE i $i 18
At 1 January 2013, M2013F1 18 -
as previously reported ZHIE 2w 34 454 (488) —
Change in accounting SHBREES
policy (note 2¢) (Mt #E20) (34) 45 — 1
At 1 January 2013, M2013F1 18 -
as restated wE — 499 (488) 11
Credited to profit or loss, st A @ K&
as restated — 48 (97) (49)
At 31 December 2013, 20134128318 -
as restated K& — 547 (585) (38)
At 1 January 2014, R2014F1H18
as previously reported ZEIE 2 54 531 (585) —
Change in accounting BEHEKE
policy (note 2¢) (B3 20) (54) 16 — (38)
— 547 (585) (38)
(Credited)/charged to GONIVES
profit or loss — (19) 57 38
At 31 December 2014 R2014F 12 A31H — 528 (528) —

Megalogic Technology Holdings Limited @ RESREBEERLSD
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27. DEFERRED TAXATION (Continued) 27. IE REBLIE (@)
(b) Deferred tax assets not recognised (b) RERNVELEHRIBEEE
As at 31 December 2014, the Group has unused tax MR2014%F 128318 AE£ B & %
loss of approximately HK$13,017,000 (2013: BE Y FHIERIES 513,017,000
HK$9,997,000) available for offset against future profits 7C (20134 : 9,997,000 JT ) 7
that may be carried forward indefinitely. Deferred tax F DA I §8 2R 2R % B 0 AT 4 R HR 4%
assets have been recognised in respect of HK$3,205,000 o REFEHNHEHIBEEEER
(2013: HK$3,550,000) of such tax loss. No further 3,205,000 7T (20134 : 3,550,000
deferred tax asset has been recognised in respect of the B ZELEHRBEEE - AKX
tax loss due to the unpredictability of future profit B R 25 A SRR M R BB S
streams. BERRELZECEMIBEE -
28. SHARE CAPITAL 28. 7
(a) Share capital (a) B
2014 2013
2014F 20134
No. of shares Nominal value No. of shares ~ Nominal value
g 4= HE & 1n & B R[]
‘000 HK$'000 ‘000 HK$'000
TR FET T FAT

Ordinary shares & }%0.17% jt 19
of HK$0.1 each L &EMR
Authorised EE

At 1Januaryand MR1A1TH K&
31 December 12A31H 10,000,000 1,000,000 10,000,000 1,000,000

Ordinary share, 2E{TREZ

issued and ) B R
fully paid
At 1 January ®R1A1H 240,000 24,000 200,000 20,000

Issue of shares & 21T 1D
upon placing (B 3EG))
(note (i)) 48,000 4,800 40,000 4,000

At 31 December 712 H31H 288,000 28,800 240,000 24,000
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28. SHARE CAPITAL (Continued)

(@) Share capital (Continued)

(i)

Issued of share upon placing

On 30 August 2013, 40,000,000 ordinary shares
of HK$0.10 each were issued by way of placing at
a price of HK$0.25 per share (the “Placing Price 1)
for cash consideration of HK$10,000,000. The
excess of the Placing Price | over the par value of
the Shares issued was credited to the share
premium account.

On 24 September 2014, 48,000,000 ordinary
shares of HK$0.10 each were issued by way of
placing at a price of HK$0.40 per share (the “Placing
Price II") for cash consideration of HK$19,200,000.
The excess of the Placing Price Il over the par value
of the Shares issued was credited to the share
premium account.

(b) Movements in components of equity

(i)

Group

The amounts of the Group’s reserves and the
movements therein for the current and prior years
are presented in the consolidated statement of
changes in equity on page 80 and 81 of the
consolidated financial statements.

Merger reserve arose as a result of the
reorganization taken place on 20 December 2011
which represents the differences between the
issued shares and share premium of MiniLogic HK
upon group reorganization and the nil-paid issued
of 380,000 shares of the Company which credited
as fully paid.

28. B A (@)

(@) 7 (#m)

0)

EoEHTRS

MR2013F8 A30H ' & R A
FBEE T RIEER25E
THERIRESEID &7
40,000,000 % & X I {£0.10%8
THEBRABLIRRSNRE
10,000,0007% 7T - B & B
HEEHTRMEENT D
FFARMDBER -

MR2014F9A24H - K R 7
FREE AN IZRETAR0A0E
THE®R(RESEN &7
48,000,000 % & X E {£0.10/8
THEBRINBERIESRE
19,200,000 7T » B & (B2
HEBTROMEENITSE
FFARMIBER -

(b) MM

0)
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28. SHARE CAPITAL (Continued)

(b) Movements in components of equity
(Continued)

(ii) The Company
The reconciliation between the opening and
closing balances of each component of the

28.

B% 2N ()

(b) EZAKZE &

(ii)

ANV
AEEGA DS TAKEY
Eﬁ%ﬂéﬁ%ﬁﬂ#ﬁﬁ%ﬂ’ﬂ%ﬂ%ﬁ%

Group's consolidated equity is set out in the MeaEZEHER - ARQ
consolidated statement of changes in equity. 8 #E 25 28 K 28 9 I AN 4R J; ,H;ﬁ
Details of the changes in the Company’s individual V2RSS FBLOT ¢
components of equity between the beginning and
the end of the year are set out below:
(Accumulated
losses)/
Share Share retained
capital premium profits Total
(R&TE8R),
B R D% E REBEF &%
HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FET FHET
Balance as at 1 January 2013 H2013F 118 &8 20,000 14,702 6,902 41,604
Loss for the year FEER — — (2,998) (2,998)
Total comprehensive expense FHEAXBE — — (2,998) (2,998)
Transactions with owner: HBEAAZRS :
Issue of shares upon placing A EBIT’RG
(note 28(a)(i) (Pt 5% 28(a)i)) 4,000 6,000 — 10,000
Expenses incurred in connection with FRBEITROHESE
the issue of shares during the year BB 2 — (265) — (265)
4,000 5,735 — 9,735
Balance as at 31 December 2013 and M2013F12A318 &

1 January 2014 20141 A1 A& 24,000 20,437 3,904 48,341
Loss for the year FERBE — — (6,028) (6,028)
Total comprehensive expense 2HEMAX A — — (6,028) (6,028)
Transactions with owner: HEAAZRS

Issue of shares upon Placing B BT D

(note 28(a)(i) (Pt 5% 28(a)i)) 4,800 14,400 — 19,200

Expenses incurred in connection with FRBITRMESE

the issue of shares during the year VR — (560) — (560)
4,800 13,840 — 18,640
Balance at 31 December 2014 20145128318 &k 28,800 34,277 (2,124) 60,953
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FORTHE YEARENDED 31 DECEMBER 2014 & ZE2014512 A31H LFE

28. SHARE CAPITAL (Continued)

(c) Capital Management

The Group manages its capital to ensure the entities in
the Group will be able to continue as a going concern
while maximising the return to shareholders through
the optimisation of the debt and equity balances.

The capital structure of the Group consists of equity
attributable to owners of the Company, comprising
issued share capital, reserves and retained profits.

The management of the Group reviews the capital
structure periodically. The Group considers the cost of
capital and risk associated with each class of capital,
and will balance its overall capital structure through
payment of dividends, issuance of new shares as well as
the raising of new debts.

29. ACQUISITION OF A SUBSIDIARY

On 31 May 2014, the Group obtained control of Easy Loan
Finance Limited (“Easy Loan") by acquiring 100% issued share
capital and voting interest in Easy Loan through an indirectly
wholly owned subsidiary. Taking control of Easy Loan enables
the Group to explore the opportunity of developing the
money lending business and to diversify the Group’s existing
business.

Since the acquisition of Easy Loan and up to 31 December
2014, Easy Loan contributed revenue of approximately
HK$7,000 and incurred a loss of approximately HK$443,000
to the Group’s results. Had Easy Loan been consolidated from
1 January 2014, the consolidated statement of comprehensive
income would show pro-forma revenue and loss of
approximately HK$52,136,000 and HK$8,129,000
respectively.

8. 7 (&)

(0 EXEE
AEBEEEEARANERASKE

MTITERESELEER s —
77 E A BB AL B RN %
RERFERKRAEE -

AEENEARBEREARAE
BEARGEZ(BESETRA
i AR &m M) -

AEBENEEEEHRTEARAR
B AREEEEZEERNEHEN
BARRATER ¥ &5EB MK
B BITHBRAREHENTFEE
EREARE-

29. WEE—FEME QT

M2014F5H318 AEEFE R —HH
E2ENBARIKEZIZRMBERA A
(ITZEDI100%E BEITRAREE#ERS
&S 5 R GIRE - B8 5 a1 6l #
RAEEREHEREXEBEORE AR
DEAREEIBREB 2T -

BUE ZERERE214F12A318 5
% E B 497,000 T & A A B8
EEEEEIBH4430008 T WA S
EZEM4FI1ABREH SE62E
WaRzxEgoRBETEZE N REELD
52,136,0007% 7T % 8,129,000 JT °
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29. ACQUISITION OF A SUBSIDIARY (Continued)

(a)

(b)

Consideration transferred

The following table summarises the acquisition-date fair
value of consideration transferred:

29. WEE— KB 2 A @

(a)

EEREAE

e AEEE T -PNE
HATIE

As at
acquisition
date fair value
RUkE B8
AFE
HK$'000
FET

Cash and total consideration transferred

RekEdgRAERAR

110

The following table summarises the acquisition-date fair
value of consideration transferred:

The consideration was determined at approximately
HK$110,000 based on the audited net asset value of
Easy Loan of approximately HK$809,000 less the
amount due from shareholder of approximately
HK$699,000 as at 31 May 2014.

Acquisition-related costs

The Group incurred acquisition-related costs of
approximately HK$27,000 relating to due diligence and
stamp duty. These costs have been included in “other
operating expenses” in the consolidated statement of
profit or loss and other comprehensive income for the
year ended 31 December 2014.

(b)
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29. ACQUISITION OF A SUBSIDIARY (Continued)  29. W B — R M B 2 7 (@)

(c) Identifiable assets acquired and liabilities () FTWEBHAHE B EE K FTE
assumed ENaE
The following table summarises the recognised amounts TRBIIRER N UEE B B AT UCE
of assets acquired and liabilities assumed at the date of MEERFIAENBENE #R
acquisition: Gk
As at
acquisition date
Uk iE A
HK$'000
FHET
Property, plant and equipment Y BE M&E 14
Rental deposit HEZS 50
Amount due from shareholder JE WA 3R 5018 699
Cash and cash equivalents RekReEEY 55
Other payables Hh JE AR K €)
Total identifiable net assets acquired FT R R FEERTE 809
Fair values measured on a provisional basis REREEFEZNAFE
Employees under the Easy Loan’s employment contract SEREBAEANTHREEXER
are subject to employment regulations. The Group had TRBIFR R o A5 B B R AT F R
conducted an assessment of the unpaid annual leave HERRH TEBERARESE -

provision and has recognized a provisional amount.

(d) Net cash flow on acquisition d) WEENFEFEERE

As at acquisition
date fair value

RIEE RN

AFE

HK$'000

FET

Consideration paid in cash NH &R E (110)
Add: cash and cash equivalent hmE:-mKkENRERERESE

balances acquired BY &R 55

Net cash outflow RemH FaE (55)

Megalogic Technology Holdings Limited @ RESREBEERLSD
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OPERATING LEASE COMMITMENTS

At the end of the reporting period, the total future minimum
lease payments under non-cancellable operating lease in

0. EEHEXERE

REERR REFCAIBHEELEHER
ENHEEMEZARZERERLN

respect of leased properties are payable as follows: T
2014 2013
2014 F 20134
HK$'000 HK$'000
TERT FET
Within one year —F R 1,277 434
After one year but within five years —FREREAFNA 1,026 312
2,303 746
Operating lease payments mainly represent rentals payable by KEMENREFERAEEREURE

the Group for its office premises and a warehouse in Hong
Kong. Lease payments are fixed throughout the lease term
agreed. None of the leased includes contingent rentals.

CAPITAL COMMITMENTS

The Group did not have any material capital commitments as
at 31 December 2014 (2013: nil).

SHARE OPTION SCHEME

The Company has adopted a share option scheme (the “Share
Option Scheme”) on 16 May 2012 (“the Adoption Date”).
Share Option Scheme will remain in force for a period of 10
years effective from 10 July 2012 of the scheme and will
expire on 9 July 2022.

The purpose of the Share Options Scheme is to provide
incentives to the participants. The participants of the Share
Option Scheme, as absolutely determined by the Board,
include:

(@ any employee (whether full time or part time employee,
including any executive directors) of any member of the
Group or any entity in which the Group holds any
equity interest (“Invested Entity”);
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32. SHARE OPTION SCHEME (continued)

(b)  any non-executive directors (including independent non-
executive directors) of any member of the Group or any
Invested Entity;

(¢) any supplier of goods or services to any member of the
Group or any Invested Entity;

(d) any customer of any member of the Group or any
Invested Entity;

(e) any person or entity that provides research,
development or other technological support to any
member of the Group or any Invested Entity;

(f)  any shareholder of any member of the Group or any
Invested Entity or any holder of any securities issued by
any member of the Group or any Invested Entity; and

(g) any adviser (professional or otherwise) or consultant to
any area of business or business development of any
member of the Group or any Invested Entity.

The maximum number of shares in respect to which options
may be granted under the Share Option Scheme shall not
exceed 10% of the issued share capital of the Company on
the date of adopting the Share Option Scheme. The limit may
be refreshed at any time provided that the new limit must not
be in aggregate exceed 10% of the issued share capital of the
Company as at the date of the shareholders’ approval in
general meeting. However, the total number of shares which
may be issued upon exercise of all outstanding options
granted and yet to be exercised under the Share Option
Scheme and any other scheme of the Company must not in
aggregate exceed 30% of the shares in issue from time to
time. The maximum number of shares in respect of which
options may be granted to any individual in any 12-month
period shall not exceed 1% of the shares in issue on the last
date of such 12-month period unless approval of the
shareholders of the Company has been obtained in
accordance with the GEM Listing Rules. A nominal
consideration of HK$1 is payable on acceptance of the grant
of an option.

2. B IR E )

(b) AEEEMRAKERQFREMZIR
EERBZEMNFEATES(BHEE
MIEHITESR)

© RAKEETMKERAHTMAE
REEBRBEEWHRE LM
R

@ AEBEAKEDARETER
AERZEAES

@ RMAKBEEMKERAREME
KREBBIERHETAET REHIEME
MxEZEMALLERE:

() AEEEMKE QA REMNER
BERBZEMBRIAEEMEM
RERBIREMZTRE BB E
TRAEFZEMFEEA K

(9 AEEEMAMKERAREMER
BEERBZEMERXHREHKHE
BRAEZEMBER(ZERLEM)
KK AE

RIERE I AT &) ] B X 2 BB IR P
EHBEMNEE ZTEEBKRMEBEK
B EBRARARAFRZETRAZION -
ZEBRABEREN EFRBAXTE
BERRNERASHEZEBARARFD
BT 210% ° AT - R AR
I RARBEMEMEEE R HE® K
TEZEMBRBETER - Al THIT
ZBOBEAATBEBERD HITR
0 230% - MEM+ @A BEAR - A
ERMEMALRH 2 BREETEE
ATFHTZBHDBBETEBEZ T =
BARERE-REARRZETRMNZ
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PR - R REEREIETT
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SHARE OPTION SCHEME (continued)

Options may be exercised at any time from the date of grant
of the option to the 10th anniversary of the date of grant as
may be determined by the Directors. The exercise price is
determined by the Directors, and will not be less than the
highest of (i) the closing price per share as stated in the Stock
Exchange’s daily quotations sheets on the date of the grant of
the options; (ii) the average closing price per share as stated
in the Stock Exchange’s daily quotations sheets for the five
business days immediately preceding the date of the grant of
the options; or (iii) the nominal value of a share.

On the basis 10% of the shares of the Company in issue as at
the date of adoption of the Share Option Scheme, the total
number of shares of the Company which may be issued upon
the exercise of all options to be granted under the Share
Option Scheme is 20,000,000 shares, representing 6.9% of
the issued share capital of the Company, and 20,000,000
shares, representing 8.3% of the issued share capital of the
Company, as at the dates of this annual report and 2013
annual report respectively.

No share option was granted, exercised, cancelled, expired or
lapsed since the adoption of the Share Option Scheme and up
to 31 December 2014 and there were no outstanding share
options under the Share Option Scheme as at 31 December
2014.

CONTINGENT LIABILITIES

As at 31 December 2014, 7 (2013: 7) employees of the Group
have completed the required number of years of service under
the Hong Kong Employment Ordinance (the “Ordinance”), to
be eligible for long service payments on termination of their
employment. The Group is only liable to make such payments
where the termination meets the circumstances specified in
the Ordinance.
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CONTINGENT LIABILITIES (Continued)

If the termination of all such employees met the circumstances
set out in the Ordinance, the Group’s liability as at 31
December 2014 and 2013 would be approximately
HK$91,000 and HK$94,000 respectively. No provision has
been made for these amounts in the consolidated financial
statements as the directors of the Company are of the view
that these amounts are not expected to crystallise in the
foreseeable future.

Save as disclosed above, the Group did not have any
significant contingent liabilities as at 31 December 2014 and
2013.

RELATED PARTY DISCLOSURES

(a) Key management personnel remuneration

Remuneration for key management personnel of the
Group,
directors as disclosed in note 12(a) and certain of the

including amounts paid to the Company’s

highest paid employees as disclosed in note 12(b), is as

33.

34.

_El\\\/\ﬁ 2==

WMAAE LitE B R IERBE S ZGOIFT
FHAAIBER - AIAREBR20144 2013
F12A31BHAEE S A4 291,000 7T
K94,0008 7L e REBE W BB EL ST
R BRERTPELRE BAKRAQ

AEERATEMELSENTRERT
BEH -

BrDA B BT AN R E B R2014F &
2013F 12 A3MBUYEMLMEAXAA

f& e

BEEATHE

() TEEEAE WM

AEBTITEEEAENHE &

BN ER@QABEEE XN TA
NEAEENERLE XMW
ROFEEOE TERSFHMNESR

follows: WeBEET :
2014 2013
2014 20134
HK$'000 HK$’000
THERT FET
Salary and other short term FehEMEHESET
employee benefits 4,489 3,767
Post employment benefits BEBE AR A 95 86
4,584 3,853
(b) Related party balance (b) EAE A &R
Details of the Group’s outstanding balances with related NEBEEBEANTHREE SR
parties are set out in note 25. 2 FF ISR EE25 -
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RELATED PARTY DISCLOSURES (Continued)

(c) Applicability of the GEM Listing Rules
relating to connected transactions

None of above related party transactions falls under the
definition of connected transaction or continuing
connected transaction as defined in Chapter 20 of GEM
Listing Rules.

COMPARATIVE AMOUNTS

As a result of the change in accounting policy as disclosed in
note 2(c), certain comparative figures have been adjusted
accordingly. In addition, certain comparative amounts have
been reclassified to conform to the current year’s
presentation.

EVENT AFTER REPORTING PERIODS

On 15 January 2015, Easy Loan Finance Limited ("Easy
Loan"), an indirect wholly-owned subsidiary of the Company
and Mr. WONG Siu Piu, a substantial shareholder of the
Company entered into a loan agreement, pursuant to which
Easy Loan agreed to grant the loan in the amount of HK$8.7
million for a term of 6 months.

AUTHORISATION OF ISSUE OF THE
CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the Board of Directors on 20 March
2015.
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Summary of Five Year Financial Information
hEFEMHEERITE

The following is a summary of the results, assets and liabilities of LA T AWM B FIBKEZH KRR LLEKE
the Group for the last five financial years, as extracted from the &% E#HBEEs ANEEBE LT EMKEE
published audited financial statements and restated/reclassified as 24 BELBEHE :

appropriate:

RESULTS E
Year ended 31 December
HBZ1283181LEE
2014 2013 2012 2011 2010
20145 20134 20124 20114 20104

HK$'000 HK$'000 HK$'000 HK$'000 HK$’'000
FER FAT FAT FH&T FAT
(Restated) (Restated) (Restated) (Restated)

(g E51) (B E51) =gl =gl

Revenue Wz 52,136 42,769 31,281 59,134 66,066
(Lossy/profit for the year  4F[EZ(E518), 3% F (7,690) (6,090) (17,354) 10,847 16,263
(Loss)/earnings per share =A% (E518), & F|

(HK cents) (&AL (3.04) (2.85) (8.79) 7.23 10.84
ASSETS AND LIABILITIES EERAE

As at 31 December

M12831H
2014 2013 2012 2011 2010
20144 20134 20124 20114 20104

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FER FAT FAT FH&T FAT
(Restated) (Restated) (Restated) (Restated)

(g E51) (B E51) (B E51) (B E )

Total assets BREE 79,125 69,340 64,090 46,842 33,633
Total liabilities BEEE 4,048 5,217 3,612 3,332 10,971
Net assets BEFAE 75,077 64,123 60,478 43,510 22,662

Note: As a result of the change in accounting policy for the Group’s property, Mis: HR AE BV E - BME LR EN ST HER

plant and equipment from revaluation model to cost model in 2014, the Q04 FHEMERNETARNAER  A&EEE
Group has retrospectively adjusted the amounts reported for previous BYPARR A AR ZERNERE -
periods.
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