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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 and no assurance is given that there will be a liquid market
in the securities traded on GEM.

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

This report, for which the directors of Merdeka Financial Services Group 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 of the Company, 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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LETTER TO THE SHAREHOLDERS

U B 3R B £

Dear Shareholders,

On behalf of Merdeka Financial Services Group Limited, | am pleased to present
the 2015 annual report of the Company and its subsidiaries (the “Group”) for
the year ended 31 December 2015. During the year, the Group is principally
engaged in forestry, plantation business, trading business, including the trading
of various brands of milk powder products to customers based in Hong Kong,
information technology business and it has also diverged into financial services
businesses that includes money lending and financial leasing.

BUSINESS REVIEW AND OPERATION REVIEW

During the year, our production and operation in forestry and plantation was
suspended due to the unstable investment environment in Timika, Indonesia,
the trading business, the money lending business and the financial leasing
business continued to grow healthily and the information technology business
remained challenging.

Regarding the forestry project of the Group, in view of the news and travel
alerts appeared throughout the year related to the continuing threat of terrorist
attacks and communal clash occurred in Timika, the Board considered and
resolved that the resumption of operation remained suspended during the year.
As a result, the Group strived to grow the trading business which could provide
a stable source of revenue. The Group sources the milk powder products
directly from the milk powder product importers in Hong Kong and sells to (i)
the bulk purchasers in Hong Kong; (ii) the pharmacies in Hong Kong; and (iii)
the individual customers through e-commerce platform. On the other hand, the
Group has actively pursued suitable business opportunities to further broaden
the sources of revenue and cash inflows of the Group, taking into account the
funding requirement and associated business risk. During the year, the Group
suffered loss from its existing business, however, revenue and gross profit
have been continuously improving as compared to the year 2014.

In reviewing its trading outlet’s tenancy, the Group chose Sheung Shui as
its location, at where, it is nearer to its customers. Besides, the variety of
the products trading was enlarged during the year from milk powder and
beauty products to confectioneries and pharmacy products. The Group had
also commenced sourcing locally and from Japan and other Asia countries
in respect of confectioneries. As such, the Group has registered as a food
importer/food distributor under the Food Safety Ordinance.

The Group’s information technology business remained challenging during the
year, partly because of the keen competition and partly because of the change
in project cycles of the customers. The Group is continuously consolidating
different acquired entities into a single stream of income and shifting its mobile
and cloud information technology centre into Mian Yang, the People’s Republic
of China (“PRC”), to its 60% owned subsidiary there, 42f518EE BRI A
[R A 7] (Mian Yang Heng Da Information Technology Limited*) (‘Heng Da”).
While developing its mobile and the cloud-based city Wi-Fi application software
with the complimentary effects from the Group’s trading arm, Source Easy
Limited (“Source Easy”) and its customer in the PRC, Heng Da commenced
developing mobile and cloud based application software and operating related
e-commence platform to trade the Group’s consumer products in the PRC for
Source Easy’s trading products.

*  For identification purpose only (£ {45
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The business performance of the Group’s another information technology
subsidiary, Ever Hero Group Limited was failed to meet the Group’s
expectation because of unexpected market conditions and the longer-than-
expected project cycle of the customers as well as facing keen market
competition.

While focusing on its existing business, it is part of the business strategy of the
Group to seek for new investments when opportunities arise. The Company
commenced its money lending activities apart from its principal business in the
late 2014. To accommodate and to facilitate this business development, the
Group was granted and renewed, a money lenders licence in Hong Kong to
carry on business as a money lender for a period of twelve (12) months from
2 December 2015. The Group is able to develop the money lending business
as one of its principal lines of business by providing loans in a systematic and
repetitive nature in its ordinary course of business, subject to compliance with
the requirements in the Money Lenders Ordinance. Meanwhile, the Group has
been approached by potential borrowers for provision of loans from time to time
during the year.

Following the completion of the acquisition of Blossom Height Ventures Limited
(“Blossom Height”) as well as the capital injection for the sum of HK$48
million in cash into BRI ETEE ( L/F)BR AT (Heng He Financial Lease
(Shanghai) Company Limited*) (“Heng He”) in August 2015 as its registered
and paid capital for use as general working capital to facilitate the expansion of
the financial leasing business, it has become the 56.97% indirect non-wholly-
owned subsidiary of the Company, therefore, Heng He and the financial results
of it was consolidated into the accounts of the Group and contributed profit
to the Group during the year. During the year, Heng He had concluded nine
financial leasing contracts in the aggregate amount of RMB941.2 million. The
Directors believe that this acquisition will allow the Group, without setting up a
new financing company, to further develop its financing related business in the
PRC through a direct working capital injection, and subsequently to enjoy the
benefits of the capital leverage in Heng He.

In order to further expand and diverse the Company’s business into financial
services business, on 10 August 2015 (after trading hours), the Company
entered into an acquisition agreement to purchase, subject to and pending
for the approval being given by the SFC the entire shareholding of (“Xiaxin
Securities”), a corporation licensed to carry out Type 1 (dealing in securities)
regulated activities under the SFO, at a cash consideration of HK$7.5 million.
Since the percentage ratios (as defined under the GEM Listing Rules) in
respect of this acquisition are less than 5%, it did not constitute a notifiable
transaction on the part of the Company under Chapter 19 of the GEM Listing
Rules. On the signing of the aforesaid acquisition agreement, the Company
paid a refundable (in case of vendor default) and forfeitable (in case of
purchaser default) deposit of HK$2.5 million to the existing shareholder of the
securities company. The balance of the consideration shall be paid at the time
of completion of this acquisition agreement.

Eyas: %)

*  For identification purpose only
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LETTER TO THE SHAREHOLDERS
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FOREST CONCESSIONS

The Group carries out annual review of the recoverable amount of the forest
concessions. The recoverable amount of the relevant assets has been
determined on the basis of their value in use. The Group engaged Roma
Appraisals Limited (“Roma”), an independent qualified professional valuer not
connected with the Group, to value the fair value of the forest concessions. The
fair value of the forest concessions as at 31 December 2015 was approximately
HK$Nil (2014: HK$29 million) based on the income based approach. Under
the income based approach, the discounted cash flow method was adopted
to calculate the present value of all the future cashflows. The discount rate
adopted was 19.59% as at 31 December 2015 (2014: 21.06%).

The valuation was performed by Mr. Kelvin Luk of Roma. Mr. Luk is a member
of the International Association of Consultants, Valuators and Analysts
(IACVA). He has over ten years of experience in business valuation and
consultation related to projects in Indonesia, Papua New Guinea, the People’s
Republic of China, Cambodia, Mozambique, the Philippines and etc.. The
review led to the recognition of an impairment loss on forest concessions
HK$29 million (2014: approximately HK$170.8 million) in the statement of profit
or loss for the year ended 31 December 2015.

In the past years, since the commencement of the forestry project, the Group
has been investing in aggregate approximately HK$833.8 million (inclusive of
approximately HK$784 million acquisition consideration) and as the forestry
and plantation businesses did not progress as scheduled and was suspended
and will remain suspended due to the uncertain prospects and political
environment in Timika as well as the country of Indonesia, and from such
experience gained, the Board, after considering the effectiveness in the future
funds to be invested in the forestry project, resolved to write-off the above said
value of forest concessions for HK$29 million totally against the statement of
profit or loss for the year ended 31 December 2015.

CONVERTIBLE BONDS

Further to the 2008 CBs which was issued by the Company on 12 August
2008 as part of the consideration for the acquisition of forest concessions in
Papua, Indonesia, upon the completion of the acquisition of the entire issued
share capital of Blossom Height, the Company issued 2015 CBs in the principal
amount of HK$40 million to the vendor, Yihua Enterprises Limited as part of the
relevant consideration.

As at 31 December 2015, the Company had outstanding 2008 CBs of
aggregate principal amount of approximately HK$124.1 million convertible into
335,681,818 Shares and 2015 CBs of aggregate principal amount of HK$40
million which will be compulsorily converted into 173,913,043 Shares.

Details of the convertible bonds issued by the Company as well as their
movements during the year ended 31 December 2015 are disclosed in note 28
to the financial statements of this Annual Report of the Company.
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PROMISSORY NOTES

Following the completion of the acquisition of the Ever Hero Group Limited
on 4 April 2014, and in accordance with the terms of the relevant acquisition
agreement, the Company has issued the promissory note (“2014 PN”) to the
vendor pursuant to the terms of the promissory note instrument. On 19 March
2015 and 20 April 2015, the Company has partially redeemed each HK$10
million of the 2014 PN at a cash consideration respectively of each HK$10
million paid/payable to Hero Win Development Limited, the holder of the
2014 PN. However, as disclosed below and in its interim report dated 6 August
2015, since the profit guarantee for the year ended 31 December 2014 has not
been met, the amount payable by the Company on redemption of the 2014 PN
shall be reduced on a dollar for dollar basis by the amount for approximately
HK$5.0 million. As a result, the total principal amount of outstanding 2014 PN
is approximately HK$23.6 million at the end of this report period.

Following the completion of the acquisition of the Blossom Height on 21 April
2015, and in accordance with the terms of the relevant acquisition agreement,
the Company has issued the promissory note (2015 PN”) to the vendor
pursuant to the terms of the promissory note instrument. The total principal
amount of outstanding promissory note is HK$32 million at the end of this report
period.

Details of the promissory notes issued by the Company as well as their
movements during the year ended 31 December 2015 are disclosed in note 29
to the financial statements of this Annual Report of the Company.

PROFIT GUARANTEE IN RESPECT OF THE ACQUISITION
OF 100% ISSUED SHARE CAPITAL OF EVER HERO GROUP
LIMITED

On 4 April 2014, the Group completed the acquisition of the entire issued
capital of Ever Hero Group Limited which is primarily engaged in providing
information technology solution, web content development, and enterprise
system maintenance services and in accordance with the terms of the relevant
acquisition agreement dated 6 September 2012, the Vendor has given to and
for the benefit of the Purchaser a profit guarantee of not less than HK$5 million
and HK$8 million of net profit before taxation and before extraordinary items for
the years ending 31 December 2013 and 2014 respectively. As confirmed by
the auditor of the Company, with Guarantee Certificate received, the recorded
actual profit before taxation and before extraordinary items of the Ever Hero
Group was approximately HK$3.0 million, and thus, was failed to meet the 2014
profit guarantee which is due to the unexpected market conditions in 2014 and
the longer-than-expected project cycle of the customers as well as facing keen
market competition. As such, the 2014 PN shall be reduced on a dollar for
dollar basis by the amount for approximately HK$5.0 million.
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LETTER TO THE SHAREHOLDERS
TR R ER

CONTINUING CONNECTED TRANSACTION

As disclosed in the Company’s announcement dated 7 February 2014 and the
circular dated 13 March 2014, in accordance with the acquisition agreement
in relation to, inter alia, the acquisition of 100% issued share capital of Ever
Hero Group Limited, on 21 February 2014, Netgenii Technology Limited
as lender and Mr. Kong Lung Cheung, Jeff as borrower entered into a loan
agreement pursuant to which the borrower would have agreed to repay to the
lender the principal sum amount of HK$12,488,407 for a term of one calendar
year commencing from 4 April 2014. The loan was non-interest bearing.
The entering into of the loan agreement and the transactions contemplated
thereunder constitute a non-exempt continuing connected transactions of the
Company under Rule 20.35 of the GEM Listing Rules.

During the year 2015, the principal amount of the loan by Mr. Kong Lung
Cheung, Jeff was fully settled.

The board of directors of the Company including all the independent non-
executive directors have reviewed the continuing connected transactions set
out above and have unanimously confirmed that these continuing connected
transactions were entered into (i) in the ordinary and usual course of business
of the Group; (ii) on normal commercial terms or better terms; and (iii) in
accordance with the relevant agreements governing them on terms that are fair
and reasonable and in the interests of the shareholders of the Company as a
whole.

The Company’s auditors were engaged to report on the Group’s continuing
connected transactions in accordance with Hong Kong Standard on Assurance
Engagements 3000 Assurance Engagements Other Than Audits or Reviews
of Historical Financial Information and with reference to Practice Note 740
Auditor’s Letter on Continuing Connected Transactions under the Hong Kong
Listing Rules issued by the HKICPA. The Company’s auditors have issued
their unqualified letter containing their findings and conclusions in respect
of the continuing connected transactions disclosed above by the Group in
accordance with Rule 20.54 of the GEM Listing Rules. A copy of the auditors’
letter has been provided by the Company to the Hong Kong Stock Exchange.
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FUND RAISING ACTIVITIES OF THE COMPANY RABZEETE

In the past 12 months immediately prior to the date of this report, the Company ~ REEARREBHAEAET AL - ARTGHEIT

has carried out the following fund raising activities: PEEEE) -

Date of announcement Fund raising activity Net proceeds Intended use of proceeds Actual use of proceeds

(approximately)

IR L0 ) FREREEE (BI4) FRERERERR FEREERAR

10 May 2015 Open offer on the basis of ~ HK$66.22 million (i) as to not less than 80% for the ~ Approximately HK$48 million has been
two offer shares for every capital injection into Heng He used for the capital injection into Heng
one Share held on the as its general working capital to He to support its financial leasing
record date facilitate the expansion of the business in August 2015. Not less

financial leasing business; and than HK$4.98 million will be used for

(if) the remaining for the general  the capital injection into Heng He.

working capital of the Group Approximately HK$6 million has been
used as and approximately HK$7.24
million will be used for the general
working capital of the Group as

intended
“Z-RFRATH B ERERE KD 662200008 HP(AORe0%sfEmETE  R-T—1F\A - 4480000005 7TE
BRmREEmRH 2 2 BlEAE—MREEES  DMREH FEMETTE U HRETHEE
EITAREE BEMEERER  JiBT 7 o BN D14,980,0008 T FIE

TEEREAEE—REEES HETTE - KEBRIKEFRY
6,000,000 7T &2 #5477 ,240,000/8 TR {E

gL
17 August 2015 Placing of new Shares under HK$8.50 million to strengthen the general working  HK$2.5 million has been paid as a
general mandate capital base of the Company refundable deposit to the existing
to finance its business shareholder of Xiaxin Securities
development and/or to pursuant to an acquisition agreement
finance any future investment dated 10 August 2015. The remaining
opportunities HK$6.0 million is deposited in bank

and will be used as general working
capital of the Company and/or to
finance any investment opportunities

as intended
“Z-RFN\A+TtA B ETRR 8,500,000/ 7T ERANR -REEREER . EREBERHA-T-RFNATHZ
BEEBBER/SEMARKE W hEREEES O RARRE
R RBgeRtES 72,500,000/8 LAl RIERS 2 T

6,000,000/ T {37 AR T R i T2l
AR MREEES R,/ RAREHK
eiRitES
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LETTER TO THE SHAREHOLDERS
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Further to the above fund raising activities, on 12 November 2015 (after trading
hours), the Company and Guoyuan Securities Brokerage (Hong Kong) Limited
(the “Placing Agent”), as placing agent, entered into a placing agreement
as supplemented by a supplemental agreement dated 30 November 2015
(together the “Placing Agreement”) pursuant to which the Company has
conditionally agreed to place through the Placing Agent, on a best endeavour
basis, up to 245,000,000 placing shares, to not less than six placees who
and whose ultimate beneficial owners would be independent third parties (as
defined in the GEM Listing Rules) at a price of HK$0.170 per placing share
that would be allotted and issued pursuant to the General Mandate granted to
the Directors at the extraordinary general meeting of the shareholders of the
Company held on 2 October 2015. However, the Placing Agent unilaterally
terminated the Placing Agreement and the placing contemplated thereunder on
2 December 2015.

CAPITAL INJECTION AGREEMENT

On 14 December 2015 (after trading hours), Ideal Magic International Limited
(“ldeal Magic”), an indirect wholly owned subsidiary of the Company, and /&
TSR BRARIE IS & B IR AR A A (Shanghai Xunli Equity Investment Management
Limited*) (“Shanghai Xunlin”) entered into a capital injection agreement (the
“Capital Injection Agreement”) to increase the registered capital of Heng He
from RMB170 million to RMB300 million. Pursuant to which Ideal Magic and
Shanghai Xunli agreed to inject capital of approximately RMB84.1 million
(approximately HK$101.8 million) and approximately RMB45.9 million,
respectively, into Heng He by way of cash contribution. The shareholding
percentage of both parties will remain the same before and after the increase
in capital contribution in Heng He.

Shanghai Xunli is a substantial shareholder of Heng He. As such, Shanghai
Xunli is regarded as a connected person of the Company at the subsidiary level
and the Capital Injection constitutes a connected transaction of the Company
under Chapter 20 of the GEM Listing Rules. The Board has approved the
Capital Injection Agreement and the independent non-executive Directors
have confirmed that the terms of the Capital Injection Agreement are fair and
reasonable, on normal commercial terms and in the interests of the Company
and the Shareholders as a whole. Accordingly, the Capital Injection Agreement
is exempt from the circular, independent financial advice and Shareholders’
approval requirements pursuant to Rule 20.99 of the GEM Listing Rules.

As certain of the applicable percentage ratios calculated under Chapter 19
of the GEM Listing Rules in respect of the Capital Injection are above 25%
but less than 100%, the Capital Injection constitutes a major transaction of
the Company and is therefore subject to the reporting, announcement and
Shareholders’ approval requirements under Chapter 19 of the Listing Rules.

The Company will convene and hold an extraordinary general meeting (‘EGM”)
of the shareholders of the Company for them to consider, and if thought fit, pass
the resolution to approve the Capital Injection Agreement. A circular containing,
among others, (i) details of the Capital Injection Agreement; and (ii) a notice of
the EGM will be dispatched to the shareholders on or before 31 March 2016.

*

For identification purpose only £2:5
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CHANGE OF COMPANY NAME

As the Group’s activities include financial services business, and in order
to better reflect the future expansion and diversifications of the Company’s
business into the money lending business, including but not limited to property
mortgage loans and trade financing and provide the Company with a fresh
corporate identity and image, the Company proposed on 19 August 2015
to change the English name of the Company from “Merdeka Mobile Group
Limited” to “Merdeka Financial Services Group Limited” and upon the English
name change becoming effective, to adopt the Chinese name “E1& & B R 7%
EEABRAF] to replace “BEEBENEE AR QA" for identification purposes
only. The proposal on change of the Company name was approved by the
shareholders during the extraordinary general meeting of the shareholders
held 2 October 2015. The Certificate of Incorporation on Change of Name
was issued by the Registry of Companies of the Cayman Islands on 2 October
2015. The Certificate of Registration of Alteration of Name of Registered Non-
Hong Kong Company was issued by the Companies Registry of Hong Kong
on 4 November 2015. The official effect of such change took place on 23
November 2015 when all new share certificates of the Company will be issued
under the new name of the Company.

Also, following the above change of company name, the English and Chinese
stock short names for trading in the shares of the Company on the Stock
Exchange was changed from “MERDEKAMOBILE” to “MERDEKA FIN” and
from “B =% E)” to “B1E4 R respectively with effect from 23 November 2015.
The stock code of the shares remains as “8163”.

LITIGATION

On 22 January 2015, the Company announced that a writ of summons was
issued in the Court of First Instance of the High Court of Hong Kong by Au Kai
To, Karel, as the plaintiff claiming against (i) End User Technology Limited,
an indirect wholly-owned subsidiary of the Company, as the first defendant;
(i) the Company, as the second defendant; and (iii) Mr. Lau Chi Yan, Pierre,
the managing director and executive director of the Company, as the third
defendant for, inter alia, (1) specific performance of an agreement dated 2 May
2013 in relation to a discloseable transaction of the Company (details of which
were disclosed in the announcement of the Company dated 2 May 2013); or
(2) alternatively, the damages in the sum of HK$8,000,000 in lieu of specific
performance; and (3) the interest; (4) further and/or other relief; and (5) the
costs.

The Company have instructed legal representative to handle the matter, and
was advised that the claim did not have merits as the agreement had been
duly and completely performed. The three defendants, namely the Company,
its subsidiary and Mr. Lau Chi Yan, Pierre have filed the relevant statements of
defence with the High Court accordingly.

ANNUAL REPORT #3# | 2015

ERAEEHE

HRANEEEBPESRREEYS - AR ERMAK
NEEBRROET R Z TR EREER(BIE
BErRRZBRERIESRE)  WARAFRME
EHOEESHRIER  MARERZZE—RFN
AT NBEZEEARRZEEEH [Merdeka Mobile
Group Limited |28/% [ Merdeka Financial Services Group
Limited | + I {ESE BRSBTS + BN SR
[BESrRGEEERAR] - IR [BEBEE
EERAF ] - 2VERRIZ B - ERARIREEER
ZE-RFTAZBRIT IR TEARR AL
M WRZE—AF+— A ZAEESAREMER
HERAREREZMESE - BEAFTEMERERER
ZE-AF T ANBRLFMEEEATEE LR
AERE c FESHN T —RFT—HA=t+=H
FRER - BEERATINETREEGURRRHE
TEENZE o

AN BEEAR AR EME AT - ERDPNBRITE
FER) P E X ETE D BB [ MERDEKAMOBILE | 24 4
[MERDEKAFIN] » [ BEVE Al BESR]
H-T—AFE+—A-t+=A#£4L% - REZRMHR
SRANRITTE - 14 18163

2
EiE/N

W_E—RF—A-+-H ARAEH BEF(R
LVRBEERFERRINERER NI A LB L ERS
ik (VAR R 2 52 & W8 2 FIEnd User Technology
Limited(5—145) & (i)ARRI(BME) Ky~
RIZERBCEFNTESREC(BEWE) - Ut
ATEHRERERE - EFE3E  (1)BHAZZE—=F
AAZBZ@H8ITE - RREEARRZATE
B GGHENAATIBSA-S—=FRA-RZA
HREE) 5 S(R)E R M - 8,000,00078 TTHIE IR H
HITEZE  REAFIE : @pE— N SREHAMREE &
(BYHA ©

ARREHRNVERRREEEHEE - WEEHZA
R EFEDIERE - AAZHHCDELEARZENT
=AREBREANREAMEAR RBBCELEER
SEEIRRIARERE



LETTER TO THE SHAREHOLDERS
TR R ER

GRANT OF SHARE OPTIONS AND REFRESHMENT OF
SCHEME MANDATE LIMIT

On 19 August 2015, the Company proposed to the shareholders the grant of
an aggregate of 233,000,000 share options to eligible participants to subscribe
for the shares, representing approximately 20.28% of the shares in issue as at
19 August 2015, to the grantees. Such proposed grant was beyond the existing
scheme mandate limit and is conditional on the approval of the shareholders.
Besides, as exercise of the share options granted to certain Directors and
directors of subsidiaries of the Company would entitle the corresponding
participants to subscribe for shares (i) in excess of the individual limit; (ii)
representing over 0.1% of the shares in issue on 19 August 2015; and/or (iii) in
excess of HK$5 million, based on the closing price of the shares at 19 August
2015, the grant of the corresponding share options is also subject to approval
by the shareholders. In addition, the Board proposes to seek the shareholders’
approval for the grant of the refreshment of the scheme mandate limit.

All the above-said proposals were approved by the shareholders by passing a
relevant ordinary resolutions during the extraordinary general meeting of the
shareholders held 2 October 2015.

Details of the share options granted by the Company as well as their
movements during the year ended 31 December 2015 are discussed and
disclosed in the section headed “Report of the Directors” and note 35 to the
financial statements of this Annual report.

RESIGNATION OF NON-EXECUTIVE DIRECTOR

Mr. Wong Chi Man, due to his need in concentrating in his own professional
career, resigned as a Non-executive director of the Company with effect from
27 November 2015. The Board thanks Mr. Wong for his contributions to the
Company and the Group during his tenure of office.

MERDEKA FINANCIAL SERVICES GROUP LIMITED BEZSHEBXEEERA T

RHECBRER AT IR R

R-ZE—RENA+NE > RAREBBRRAEE
% 2 B3 1% T 4 $£233,000,000 17 18 5 B BXAE A R
B - RN —ZE—RENATNLBEEBTRDY
20.28% ° B B IR A AT B BAERR R ZBY
BHLAE © AN - R TEBIER TETEE AR
RIZMBARESE 2 BBEREREREE2HEER
B2 D ()BBEARREE : (iffeX —Z—RENA T
BB TRDIEBIE0.1% &/ (iR iEN —E—HhF
NATNERRGEHE - ER0E SR8 :1E5,000,000
BT B T B @ SRR AR SRR - 1t
HN - BEEERS AR AES Fat SRR -

LA REER —E-HF T A RETZARE
BIRE LEERENER T BRRRERCRILE -

BRARARNEBE T —HF T A=+—HIFE
Bz BEBRIEA B R AR O R ARBZFRA
[EFEWmEE |- RMTHREHEIWE -

FHITESEHE

BEEERAETNEFEERE - CRHEARFZ
FHMITEF AT —AFT A TLRBEN-
EEeHRAENETARARRRRAKEM(EHZ
BERRRRES



LETTER TO THE SHAREHOLDERS
PR R B

OUTLOOK

The Board expects that the year of 2016, due to the occasional violence and
armed attacks raised by the political tensions in Papua, including Timika
where the project located at, as well as the continuing threat of terrorist
attacks throughout the country of Indonesia, the forestry project in Indonesia
will remain suspended, there will be no revenue generated from the Group’s
forestry and plantation business. Based on the reasons above and the past
investment by the Group in relation to the project, the Board has compared the
effectiveness of funds applicable in the project with the other steam of income
of the Group and concluded and resolved that the resumption of the forestry
project in the foreseeable future is not beneficial and unlikely.

On the other hand, trading business continues to provide a stable source of
revenue to the Group and as the business is growing healthily, the Group is
expanding its trading business into more variety of consumer products and into
more geographical markets within the PRC.

For the information technology business, revenue would be mainly driven by
the additional contribution from the consolidation of different acquired entitles
into a single stream of income. The Group is also shifting its mobile and
cloud information technology centre into Mian Yang, the PRC to Heng Da.
Complementing the trading business with its information technology business,
the Group intends to commence trading consumer products into the PRC
through its customers there by developing mobile and cloud based application
software and operating related e-commence platform in the PRC. Another
opportunity to complement the business of the Group lied on the development
of mobile and cloud based applications in relation to the financial services
provided or to be provided by the Group, in terms of, namely, financial leasing,
money lending and securities brokerage in accordance with the permission
under the laws of Hong Kong and the PRC.

It is obvious that commencing from the establishment of the money lending
business to the acquisition of Heng He, the Company is putting more weight on
the financial services business.

Regarding the money lending business, the Company continuously receives
enquiries from various customers, however, the Company is cautious in
concluding the transaction in order to lower the risk in money-laundering and,
more practical, the risk of bad debt. It is expected that the income from money
lending business will grow steadily and healthily.
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Following the injection into Heng He as agreed and the subsequent accounting
treatment in light of the increase in percentage holding, it is expected that it will
contribute profit to the Group in the year 2016. The Directors believe that this
acquisition will allow the Group, without setting up a new financing company,
to further develop its financing related business in the PRC through a direct
working capital injection, and subsequently to enjoy the benefits of the capital
leverage in Heng He. Looking forward, in view of the growth potential of the
financial leasing industry in the PRC, the Directors consider that this acquisition
will enhance the performance of the Group and the return to the Shareholders
as a whole.

In order to further expand and diverse into the financial services and subject to
and being approved by the SFC, the Company will have a 100% indirect owned
securities company, namely, Xiaxin Securities, completion of the acquisition of
which is expected to be in the first to second quarter this year.

Furthermore, the Company has already set up an indirect wholly owned
subsidiary for starting up assets management business and to apply for a
relevant license with the SFC in due course in an appropriate time.

APPRECIATION

| would like to express my gratitude to our management team and all staff
for their hard work in the execution of the Group’s strategies and operations
during the past year. As approved by the shareholders in the annual
general meeting held on 3 May 2012, the Company adopted a share option
scheme, which could provide incentives and rewards to eligible participants
for their contribution to the Group. Last but not the least, | wish to thank all
shareholders, customers, suppliers, business partners, bankers, government
authorities for their continuous support and confidence in the Group.

Cheung Wai Yin, Wilson
Chairman and Chief Executive Officer

Hong Kong
11 March 2016
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MANAGEMENT DISCUSSION AND ANALYSIS

TEER RS

FINANCIAL REVIEW

Highlights on financial results

g dE) ]
MIERERE

Year ended 31 December

BEt+t-A=t—HLEE

(HK$'000, except percentage figures) 2014
(AT - BRBESHETIN —ZT—JuF
Revenue WA 69,877
Gross profit EF| 8,296
Gross profit margin ER=E 11.9%
Operating expenses Y (4,570)
Administrative expenses THEMA (13,559)
Non-cash items: REIER
Depreciation of property, plant and equipment* VI - BB M ETE (1,241)
Impairment of inventories GFERE (390)
Written off of inventories TFEMER -
Written off of bad debts RARMER -
Fair value change of other financial assets HitemaE T EESS (1,748)
Impairment of prepayments, deposits TERNFIE « 2E REAMESGIERE

and other receivables (6,004)
Impairment of forest concessions R ERIE (170,811)
Impairment of trade receivables FEWE ZFIERIAE (2,130)
Impairment of goodwill PERE (16,519)
Equity-settled share option expenses VARG 45 B A SR RERRAE A S -
Gain on fair value upon extension of AR ES IR A EERE

convertible bonds 39,480
Gain on early redemption of convertible bonds IR FRERI TR ES 2 W 2,752
Loss on early redemption of promissory notes PR ER B8 (388)
Loss on promissory notes arising on set off against X$HE 1S BE A MmAE LR

other financial asset AN RIREE -
Finance costs of convertible bonds AR RS S R HR 7 B A RS

and promissory notes (14,309)
Loss for the year REEEIE (180,739)
Loss excluding non-cash items** MERIER SIEE 2 E5ia (9,431)

*

*k

Loss for the year less non-cash items stated.

In 2015 and 2014, all of the depreciation of property, plant and equipment were *
included in the operating and administrative expenses.

W_T-RFER_FT-F  AEVE  BERER
BB AR ERXRITHER -

b REREERBATIIEEESER ©
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MANAGEMENT DISCUSSION AND ANALYSIS

THEMWE S H

Discussion on financial results

Compared to last year, the Group recorded an increase of 88.0% in total
revenue in 2015 with the reported revenue of approximately HK$131.4 million.
The significant increase was mainly contributed by the rapid growth in trading
business by strengthening the direct sale channel with the bulk purchasers
and the local pharmacies. Further, we also enhanced ours product mix
diversification by trading of more pharmaceutical and imported food products
instead of focusing on cosmetic and dairy products in the past. On the other
hand, the consolidation of financial lease business into the Group’s result
also provided a significant impact and reported the revenue of approximately
HK$31.4 million since September 2015.

The sharp increase in gross profit was mainly due to the contribution of the
consolidation of financial lease business segment of approximately HK$12.0
million. The trading business was also able to achieve a slight growth in gross
profit margin from 4.8% in last year to 5.1% in 2015 with the reported gross
profit of approximately HK$4.7 million. Combined with these factors, the
reported gross profit ratio also rose to 14.3% from last year of 11.9%.

In light of the increasing operating activities carried out during the year, the
overall operating and administrative expenses also increased correspondingly
by 37.1% to approximately HK$24.9 million.

Apart from incurring the routine operating and administrative expenses, the
Group also recorded several non-recurring expenses during the reported
period such as recognizing an equity-settled share option expenses of HK$26.4
million due to the grant of 233 million share options to eligible person in August
2015. Further, the Group also incurred a loss of approximately HK$2.6 million
in relation to an early redemption of HK$20 million principal of 2014 PN made
in March and April 2015.

B E SRR
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MANAGEMENT DISCUSSION AND ANALYSIS
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E STl

Analysis by business segment

Year ended 31 December

BE+t-A=+t—HLEFE

Revenue Profit/(loss) before tax
WA BRBUATIER], (B518)

(HK$'000) 2015 2014 2015 2014

(&) —E—RF —(UF | ZB—RF T [UF

Trading business B I 93,141 53,200 (4,330) 797

Financial services business S RPRTS TS 32,214 396 11,224 396
Information technology business BRI R 5,535 16,281 (38,913) (20,084)
Forestry business VT - - (29,000) (141,399)

Other business Hih %75 508 - (13) -
131,398 69,877 (61,032) (160,290)
For trading business, although there was a significant growth in total revenue  Z 52 5mH  EEBIWABE AL E R EF
and continuous improvement in the gross profit ratio, the operating results — skixEpga= @SR K INIBAEW SR BEIB Y

remained unsatisfactory and reported a loss of approximately HK$4.3 million.
As at year end, the management conducted a detailed analysis on the aging
receivable and inventories balances and made for several impairments and
provisions including recognizing a bad debt expense of approximately HK$2.2
million, providing an impairment of trade receivable of approximately HK$1.7
million and written off of obsolete inventories of approximately HK$1.4 million.
The Group is committed to keep a closer look on the existing aging balances of
both account receivables and inventories balances in order to strengthen the
financial position and to minimize any potential losses in the long run.

Financial services business comprises of money lending business in Hong
Kong and financial leasing business in the Mainland China. As described
in the above paragraphs, the financial leasing business contributed the
revenue of approximately HK$31.4 million to the Group after consolidating the
results since September 2015. Both segments continued to provide growing
opportunities and contribute a promising return to the Group.

Compared with last year, there was a significant decrease in revenue
generated from the information technology business. Affected by the combined
effect of the keen competition and the change in project cycles of the
customers, the Group recorded the revenue of approximately HK$5.5 million
in 2015 which represented nearly a 66% drop with reference to last year’s
revenue. Considering the future uncertainty of the business environment,
the management considered that the goodwill arising on the prior years’
acquisitions amounting to approximately HK$37.2 million should be written
off in order to reflect the difficulties encountered by the Group in the recent
periods.

As the forestry and plantation businesses still did not operate during the year
and it was unlikely to resume the operation in the foreseeable future, the
forestry concession of HK$29 million was fully written off to current year profit
and loss account.

4,300,000/87C - IR » EIREFEWGIERE MT
EREMBEITIASNT - WERBE TREREE 215
HEUE BR B & 492,200,00058 7T BEE 5 E U R IER
{BEEHR B #5491,700,0007% 7T & 1EH R E 7 S HIBR 4
1,400,000/87C - ANEEB N EYERERERRFE
,\nﬁgggﬁﬁ% BREERR - AINSR AR R BORE (A &
RBITEE -

MRS EEBIENE BRI PUEERS AR BIARE
R ETHEER - B L X&Efmt - BT —hF
NABEEATEEER  REREERRAEE TS
U A 4931,400,000/8 7T © M{ED BT E R AL E1R
HIgB RS R ERA BRI

mttzi BAMBEEEBEENRAKRERD 25
FERMNEFEE AREPNAHTE  AEER=
T—RFERSUAL)5,500,00075 7T + FEELEEUWAT
DEEIT66% © EEEIEFIRBNARTEERE - &
18 /832 A5 2= G Y0 i 2= A 32 37,200,000 7T A 7 22 FE i
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Analysis by geographical segment

EES 2 B

Year ended 31 December

BE+-—A=1+—HLEE

2014

—E-F
(HK$’000, except percentage figures) Revenue Proportion
(F&T - BHLEFRIN) A L5l
Hong Kong BB 69,877 100%
Mainland China A B A fE _ _
69,877 100%

All the Group’s revenue was derived from Hong Kong in 2014. REBR T —UFHRAZEREEE -

During 2015, the Group explored source of revenue from the Mainland China.  AN&EER ZZ—RFHARE R ERMHAU AR

Highlights on financial position

MR E

As at 31 December

R+=—A=+—8H
(HK$'000, except percentage figures) 2014
(AT - BEDLLEFERIN —Z U
Property, plant and equipment Y% - BB MEEE 4,764
Forest concessions AR 29,000
Other Financing asset HitemaE 5,025
Available-for-sale investments AT ERE -
Financial lease receivables BhETHEEUGRIAR -
Trade receivables B S REWGRIA 7,132
Loan receivables B EYGIE 3,220
Cash and cash equivalents e MR HEEE 32,207
Bank borrowings IRITIE R (206)
Convertible bonds — liability component AR ES — B EHS (87,803)
Promissory notes EHEE (44,291)
Finance lease obligation BhEE AR (2,350)
Non-controlling interests FEPER (9,472)
Equity attributable to owners of the Company AN E IRERA A EIL IR 12,934
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Discussion on financial position

The increase in property, plant and equipment was the addition of motor
vehicles, leasehold improvement and certain office equipment. The current
year addition also included the fixed assets arisen from the acquisition of Heng
He and Heng Da during the year.

Due to the uncertain prospects and political environment in Timika, the forestry
and plantation businesses did not progress as scheduled and it was not likely
to resume the operation in the foreseeable future. In view of these facts, the
Group continue to write down the forestry concessions which resulted in the
written off of HK$29 million expensed in the current year’s result.

Affected by the overall weaken economy in recent years, the profit guarantee
for Ever Hero’s Group net profit before tax and extraordinary items for the year
ended 31 December 2014, which shall not be less than HK$8 million, has not
been achieved. As such, the other financial asset has been fully set off against
the 2014 PN on a dollar for dollar basis.

Financial lease receivables were wholly derived from the acquisition of Heng
He which engages in financial leasing business in the Mainland China. The
financial lease receivables as at 31 December 2015 are secured over the
equipment leased and the balances were neither past due nor impaired and
therefore, management considered that no provision was necessary to offset
against the receivable balances.

The increase in cash and cash equivalents was mainly contributed by the two
successful raising exercises of open offer and placing of shares during the
year. Further, the Group also benefited from the growing financial leasing
business driven by the Heng He since acquisition.

Significant increase in non-controlling interests was mainly contributed by the
acquisition of Blossom Height and its subsidiaries during the year. As at 31
December 2015, the Group holds 56.97% of Heng He.

BARGR S A o

W - BERREENAREE HEMERER
ETHRERME - NAFEREAETEIRFARREEN &
EEMHREEEE

R Timika®)/NBARART R M BUAIRE » MR RIEEE
TEE R AIEME - AR TB R AR R AR REIRIE ZIE -
BREM - NEBBEMRFISIE  BRAFE
S4BT $5ER29,000,00058 7T °

SR FRBCRRSTE  #E T —NF+ A
=+—HILEFE - BHEver HeroE BT M IEEE IR
B RIALF 2 i FIRFE FET 148,000,000 7T + s 7
ERZEE - Al B emEEC KRS oA
BRI — T A = -
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RENERMEEERES - N E—AF+-A=1+—
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VAR SHIEMGRIR S8R ©
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Capital structure and gearing ratio

Total borrowings BiEE
— Bank borrowings —RITE
— Convertible bonds (liability component) —ABRER(BESD)
— Finance lease obligation —RNETE A
— Promissory notes —HHER

Equity attributable to owners of the company

AR RISHEGA B AR

Total capital employed

EEAHEER

BEXRERERAFLER

Year ended 31 December

HBET-A=+t—HLFE

2014

—T-mEF
HK$'000 Proportion
FET 244
206 0.14%
87,803 59.50%
2,350 1.59%
44,291 30.01%
134,650 91.24%
12,934 8.76%
147,584 100%

As a result of the acquisition of Blossom Height and its subsidiaries during the
year, the secured bank borrowings of Heng He had been consolidated into
the Group’s financial statement. Further, part of the consideration paid to the
vendor was settled by the issuance of 2015 PN. These factors contributed to
the rise of gearing ratio during the year that increased from 91.24% in 2014 to
98.46% in the current year.

During the year ended 31 December 2015, there was no conversion or
redemption of the convertible bonds. The increase in the convertible bonds was
solely due to the addition of the imputed interest during the year. As such, the
outstanding principal amount of the convertible bonds remained approximately
HK$124.1 million for both years with the maturity date due on 12 August 2017.

There are 2 batches of promissory notes collectively referred as 2014 PN and
2015 PN respectively. As at 31 December 2015, the outstanding principal
and coupon interest of the 2014 PN amounted to approximately HK$26.6
million (2014: HK$51.7 million) which was due in April 2017. In April 2015, the
Company issued the principal amount of HK$32 million of 2015 PN as part of
the consideration to acquire the 40% equity interests in Heng He. The 2015 PN
will be matured in October 2018.

F A F A Uk B Blossom Height & EL I B AR » f&5m &Y
AEBBTERCHEAAFEEARAETNBHRS - 1t
Ih - IR TFEINSHOREEBRET S —RFEL
ZREN  ZEREEREEAGELEHR T —UF
#991.24% EH ZANF[E#)98.46% ©

REE-ZT-—RFE+-A=1t—HIIFE fHEEHh
SIEE AR ES o AR ESIE INE AR FERARIN
HEFE - At - MEFEMNARBRESRLIBEAS
FI#r49124,100,0008 7T - HEBIHA-ZT—F/\ A
+=-8-

IR E MR EZE - 2RISR A =T —UFFEKN
ZEER-E-AFALER -N-_T—AF+=A
=t+—8 - —EFARER s AERASRENRE
A 1 8.4 426,600,000/ 7 ( —ZF —PU4F : 51,700,000
BT RTE—HFN AR - W-ZE—RFIA -
NN FIBE1T AN 5832,000,00078 TTH) — T — R E A,
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Liquidity and financial resources

REEERIBEIR

As at 31 December

Rt+t=—A=+—8
(HK$’000) 2015 2014
(F#&m) —E—RF — T4
Current assets MEEE 570,963 70,110
Current liabilities mENBE 406,266 5,512
Current ratio BN E 140.54% 1,271.95%

As explained in the preceding paragraph above, both current assets and
current liabilities of Heng He had been consolidated into the Group’s financial
statement since acquisition which included the financial lease receivables,
cash and bank balances, account payable, other payable and short term bank
borrowings. As a result, both current assets and current liabilities of the Group
increased significantly that drove the current ratio down to 1.41 in 2015 from
12.7 in 2014.

As at 31 December 2015, the Group’s cash and cash equivalents amounted
to approximately HK$52.8 million (2014: HK$32.2 million). No cash and cash
equivalents of the Group were pledged for general banking facilities as at 31
December 2015 and 2014. As at 31 December 2015, about 41.5% (2014:
95.8%) of the Group’s cash and cash equivalents were deposits placed with
licensed banks in Hong Kong, among which about 41.1% (2014: 95.8%) were
denominated in Hong Kong dollars.

Foreign currency exposure

The Group’s reporting currency is Hong Kong dollar. During the year ended 31
December 2015, most of the Group’s transactions were denominated in Hong
Kong dollars (“HK$”) and Renminbi (“‘RMB”). The Group had exposure to the
risk of exchange rate fluctuations for RMB on account of its cost of financial
leasing and information technology operations in the Mainland China. The
Group did not formally employ any hedging instruments or derivative products
considering the relevant costs and benefits. However, the Group will continue
to monitor closely the exchange rate risk.

Contingent liabilities

As at 31 December 2015, the Group did not have any significant contingent
liabilities (2014: Nil).
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Acquisition and disposal of subsidiaries and affiliated companies

Details of acquisition and disposal of subsidiaries during the year ended 31
December 2015 are disclosed in the notes to the financial statements of this
Annual Report of the Company. Except for those disclosed in this Annual
Report, the Group did not acquire or dispose of any material subsidiaries and
affiliated companies during the year ended 31 December 2015.

Significant investments

The Group did not acquire or hold any significant investment during the year
ended 31 December 2015 (2014: Nil).

Pledge of assets

As at 31 December 2015, the finance lease assets held by the leasees with the
carrying value of approximately RMB802.1 million (equivalent to approximately
HK$957.8 million) had been pledged to the bank as security for the loan
facilities of the Group (2014: Nil).

Capital commitments

As at 31 December 2015, the Group did not have any significant capital
commitments (2014: Nil).

Employees and remuneration policy

As at 31 December 2015, the Group employed 35 staff (2014: 25). The Group’s
remuneration policy is built on principle of equality, motivating, performance-
oriented and market-competitiveness. Remuneration packages are normally
reviewed on an annual basis. Apart from salary payments, other staff benefits
included provident fund contributions, medical insurance coverage and
performance related bonuses. A share option scheme is also established to
reward and motivate the employees of the Group.

BB R HEM B AR R EE A F
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Events after the reporting period

(1) On 22 January 2016 (after the trading hours), Heng He, # E & #E % &
E2EE(LE)ABRE2AAF (Kun Gen Equity Investment Fund Management
(Shanghai) Limited*) (“Kun Gen”) and _E/8ZESEIISE R AR AR (Shanghai
Hua Hao Financial Management Limited*) (“Shanghai Hua Hao”) signed
and executed the documents necessary for the formation of 2= H R
A 7] (Merdeka Credit Information Limited*) (“Merdeka Credit”), namely, the
memorandum and articles of association, the first directors’ meeting minutes
and the first shareholders’ meeting minute (the “Necessary Documents”)
in relation to the formation of Merdeka Credit. It is expected that Merdeka
Credit would be principally engaged in the provision of various kinds of credit
information services to local and overseas institutional investors, financial
institutions, regulatory authorities, government departments and economic
research houses.

The registered capital of Merdeka Credit is RMB50 million (equivalent to
approximately HK$60 million). Pursuant to the Necessary Documents, Heng
He, Kun Gen and Shanghai Hua Hao will contribute 70%, 20% and 10% of the
registered capital of Merdeka Credit respectively.

As the applicable percentage ratios for the transaction contemplated under the
formation of Merdeka Credit exceed 5% but are less than 25%, the transaction
constitutes a discloseable transaction for the Company under Chapter 19 of
the GEM Listing Rules and is subject to the notification and announcement
requirements thereunder.

(2) On 8 January 2016, (i) the Company; (i) BN EREREER(L8)E
fR 2 7] (Guo Zhou Equity Investment Fund Management (Shanghai) Limited*)
(“Guo Zhou”); and (iii) Shanghai Xunli entered into a strategic cooperation
agreement (“Strategic Cooperation Agreement”), pursuant to which, among
other matters, definitive separate cooperation agreement would be negotiated
and entered into when commencing any and all specific business. There is no
specific term for the validity of the Strategic Cooperation Agreement.

Shanghai Xunlin is a substantial shareholder holding 43.03% shareholding
interest in Heng He, as such, Shanghai Xunli is regarded as a connected
person of the Company at the subsidiary level, however, as the Strategic
Cooperation Agreement did not involve any transaction and thus did not
constitute a connected transaction of the Company under Chapter 20 of the
GEM Listing Rules.

*

For identification purpose only {£ 145
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EXECUTIVE DIRECTORS

Mr. Cheung Wai Yin, Wilson, aged 45, is currently an executive director, the
chairman, chief executive officer (‘CEQ”), compliance officer, member of the
Nomination Committee, member of the Remuneration Committee, authorised
representative and agent for service of process in Hong Kong of the Company
and as a director of certain relevant subsidiaries of the Company. He is deemed
a substantial shareholder of the Company. He is also the Chairman and Chief
Executive Officer of Dejin Resources Group Company Limited, a company
listed in Hong Kong. Mr. Cheung has over 18 years of experience in the field of
audit, business development, corporate finance and financial management. Mr.
Cheung is a member of the Hong Kong Institute of Certified Public Accountants
and Hong Kong Securities and Investment Institute. He holds a Master of
Science degree in Financial Engineering from City University of Hong Kong
and Bachelor degrees in Arts and Administrative Studies from York University,
Canada.

Mr. Lau Chi Yan, Pierre, aged 40, is currently an executive director, the
managing director, member of Nomination Committee, member of the
Remuneration Committee and as a director of certain relevant subsidiaries
of the Company. He is also the executive director of Dejin Resources Group
Company Limited, a company listed in Hong Kong. Mr. Lau has over 14
years of experience in the field of information system, operational system
and general management. Mr. Lau holds an Executive Master Degree of
Business Administration in General Management from University of Hull, the
United Kingdom and a Bachelor of Science degree in Computer Science from
University of Calgary, Canada. Besides, Mr. Lau is a member of Guangdong
Huizhou Committee of the Chinese People’s Political Consultative Conference
(FEARBAHEEREREE/MNMZE) and a member of The 12th All-
China Youth Federation Committee (B + B #2E5FHAEZE D).
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Yeung Mo Sheung, Ann (“Ms. Yeung”), aged 51, has served as an
independent non-executive Director of the Company since October 2012 and
is a member of the Nomination Committee, the Remuneration Committee and
the Audit Committee. She holds a Bachelor degree of Retail Marketing with
honours in the United Kingdom and a Diploma in Marketing from The Chartered
Institute of Marketing. She pursued her further study on legal course and has
been awarded a Diploma in Legal Practice in the United Kingdom in 1998
and is presently a solicitor of Messrs. Wong & Wong Lawyers, a legal firm in
Hong Kong. Ms. Yeung is currently an independent non-executive director, a
member of the audit committee, a member of the remuneration committee and
a member of the nomination committee of Success Universe Group Limited,
issued shares of which are listed on the Main Board of the Stock Exchange.

Furthermore, she is currently an independent non-executive director, a
member of each of the audit committee, remuneration committee and
nomination committee of each of E Lighting Group Holdings Limited and Tai
Shing International (Holdings) Limited, issued shares of both are listed on
GEM. She is also the chairman of the nomination committee of E Lighting
Group Holdings Limited.

Mr. Ng Kay Kwok ("Mr. Ng"), aged 53, has served as an independent
non-executive Director of the Company since July 2013 and is a member
of the Nomination Committee, the Remuneration Committee and the Audit
Committee. He graduated from the Australian National University with a
Bachelor ’'s Degree in Economics and obtained a Graduate Diploma in
Accounting from Macquarie University. He is a member of CPA Australia
and has extensive experience in accounting and financial management. In
addition, Mr. Ng was an executive director and the chief executive officer of
GET Holdings Limited (“GET”), a company listed on GEM, from 9 July 2010 to
31 May 2011 and from 29 May 2012 to 24 May 2013, he was also the company
secretary of GET from 1 January 2007 to 31 May 2011. Mr. Ng is currently
an independent non-executive director, the chairman of the audit committee,
a member of the nomination committee and the remuneration committee of
China Fortune Financial Group Limited, a company listed on the Main Board of
the Stock Exchange.
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Mr. Yip Kat Kong, Kenneth (“Mr. Yip”), aged 53, has served as an
independent non-executive Director of the Company since July 2013 and
is a member of the Nomination Committee, the Remuneration Committee
and the Audit Committee. He is the founder and chairman of Greater China
Capital Group Limited and Greater China Corporation Consultants Limited,
both specialize in company restructuring, listing, portfolio investment and
merger and acquisition. He has over 30 years of experience in the accounting
profession and, coupled with his hands-on experience and expertise in different
industries, has been engaged in various growing enterprises including those
listed on the Stock Exchange to serve as their strategic and business advisor.
Mr. Yip is a member of various business and commercial organizations and
societies in both China and Hong Kong, including, a member of Guangdong
Huizhou Committee of the Chinese People’s Political Consultative Conference
(FEIARBUAE R EREENTZE ), a standing member of Guangdong
Federation of Industry & Commerce (& R & B B & 75 Z 8), an executive
member of Guangdong Federation of Industry & Commerce (/&R & T 7 %8
A€ (#R<)#E), a Director of Guangdong Overseas Friendship Association
(EHR SN E 22 =) and a member of China Affairs Committee of The
Chinese General Chamber of Commerce Hong Kong (&8 EaEeh ER
WEHER).

SENIOR MANAGEMENT

Mr. Lai Yau Hong, Thomson, aged 53, joined the Group in December
2010, is the company secretary of the Company. Mr. Lai has over 22 years
of experience in company secretarial duties as well as corporate governance
and management fields and has taken up senior management positions in
a number of multinational conglomerates and companies listed on the Stock
Exchange. He is an associate member of the Institute of Chartered Secretaries
and Administrators and The Hong Kong Institute of Chartered Secretaries.
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CORPORATE GOVERNANCE PRACTICES

The Company has always recognised the importance of the transparency and
accountability to shareholders of the Company (the “Shareholders”). It is the
belief of the Board that the Shareholders can maximise their benefits from good
corporate governance. The Company is committed to maintaining and ensuring
high standards of corporate governance in the interests of the Shareholders.
Throughout the year ended 31 December 2015, the Board has reviewed the
Group’s corporate governance practices and is satisfied that the Company has
complied with the code provisions under the Corporate Governance Code set
out in Appendix 15 to the GEM Listing Rules, except for the following deviations
from the code provisions of the Code:

Code Provision A.2.1

The Code Provision A.2.1 provides that the roles of chairman and chief
executive officer should be separate and should not be performed by the same
individual.

There is no separation of the roles of chairman and chief executive officer as
set out in the Code Provision A.2.1.

Mr. Cheung Wai Yin, Wilson currently assumes the roles of both the chairman
and chief executive officer of the Company. Traditionally, the chief executive
officer of the Company also assumes the role of the chairman of the Company
because it is believed that the structure of the Board ensures the balance of
power and authority therefore no need to segregate the roles of the chairman
and chief executive officer of the Company. Mr. Cheung Wai Yin, Wilson, has
substantial experience that is essential to fulfilling the role of the chairman of
the Company, at the same time, he has the appropriate management skills and
business acumen that are the pre-requisites for assuming the role of the chief
executive officer of the Company in the day-to-day management of the Group.

The Board is currently composed of five directors including three independent
non-executive directors with a balance of skills and experience appropriate for
the requirements of the Group. Furthermore, the roles of the management of
the Company’s major operating subsidiaries are performed by the managing
director and other individuals. The balance of power and authority is therefore
ensured by the current structure of the Board. Whilst it does not believe that
such role separation will improve the corporate performance, the Board, as
well as the Company, intends to comply with this code provision by seeking
and appointing suitable candidate with appropriate background, acknowledge,
experience and calibre to assume the role as the chairman of the Company.
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Code Provision A.4.2

The Code Provision A.4.2 provides that all directors appointed to fill a casual
vacancy should be subject to election by shareholders at the first general
meeting after their appointment. Every director, including those appointed for
a specific term, should be subject to retirement by rotation at least once every
three years.

In accordance with the articles of association of the Company, any director
appointed to fill a casual vacancy shall hold office only until the next following
AGM and shall then be eligible for re-election.

The Board considers that the Company is in compliance with paragraph
4(2) of Appendix 3 under the GEM Listing Rules and such a deviation is not
material as casual vacancy is expected seldom happens and duration between
appointment to fill casual vacancy and the immediate following AGM is less
than one year and is considered to be short.

Pursuant to the articles of association of the Company, the Chairman and the
managing director of the Company shall not be subject to retirement by rotation
or also not be taken into account in determining the number of directors to retire
in each year. The Board considers that the continuity of the Chairman and
the managing director and their leaderships will be essential for the stability of
the key management of the Board. On the other hand, the Board will ensure
that the directors of the Company other than the Chairman and the managing
director will rotate at least once every three years in order to comply with the
Code Provision A.4.2.

MODEL CODE FOR SECURITIES TRANSACTIONS BY THE
DIRECTORS

The Company has not adopted a code of conduct nor established written
guidelines regarding the securities transactions by the directors and relevant
employees of the Company but has applied the principles of the required
standard of dealings set out in Rules 5.48 to 5.67 of the GEM Listing Rules. The
Company has also made specific enquiry of all directors of the Company and
the Company is not aware of any non-compliance with the required standard of
dealings set out in Rules 5.48 to 5.67 of the GEM Listing Rules throughout the
year ended 31 December 2015.
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THE BOARD

The Board is charged with the responsibility for the promotion of the success
of the Company by directing and supervising its affairs in a responsible and
effective manner. Each Director has a duty to act in good faith and should take
decision objectively in the best interests of the Company.

Matters reserved for the Board’s decision include those relating to:

- the strategic direction of the Group;

- the objectives of the Group;

- monitoring the performance of the management of the Group;

- ensuring prudent and effective control measures are in place;

- material bank facilities arrangements;

- material acquisitions and disposals of assets and significant
investments;

- material transactions with connected persons;
- material corporate finance transactions including placing or sale
of shares or convertible bonds, corporate restructuring, take-over,

including approval of the announcements and the circulars;

- reviewing and approving quarterly results, half-yearly results and
annual financial statements, declaration of dividends;

- appointment, re-appointment of auditors and determination of their
remuneration; and

- reviewing and determination of the terms and remuneration of the
Directors.

Exg
BERgEEREAEBRUMESIREEATIER - A
HEAREE LR ZEE - BREFHAEELEM
RARBRENRITE - AIERRITATAARRR
EZ

AREEEHAZETNT

- REBEHRAE T E

- AEEHBE

- EEAREEEENIR

- HEREI TR AR B

- BEXRITEER

- BAWEENERHERERRE

— EBEADETEARS:

— REREERGRTRRES  ATEE K
W REE A AP RRR) FEAC RS
25

- EHLENFTERE  PHRERFENER

= EIRERE

- RIT  BEREEIRETENS &

- EHLETESE CEAR RN -



MERDEKA FINANCIAL SERVICES GROUP LIMITED BEZLEREEEERA T

CORPORATE GOVERNANCE REPORT
TERELGRE

The management of the Group was delegated the authority and responsibility
by the Board for managing the businesses of the Group, with division heads
responsible for different aspects of the business. The Board meets at least four
times each year and meets as and when required. Appropriate and sufficient
information including notices were provided to the Board’s members in a
timely manner. During the year ended 31 December 2015, the Board held
fifteen meetings. The attendance of a director appointed part way during this
financial year is stated by reference to the number of meetings held during his/
her tenure. The attendance of the Directors at the Board’s meetings (either in
person or by phone) is set out as follows:

EFECETAKEERERNNEML  UWEEAE
B2 %% HPEHMETERETREB XK - &
EREFROBITUREGH @ WAENREFRER A5

Xk B ENERIUERE REHZER(E
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Number of attendance

Name of the Directors EEpns HE R
Cheung Wai Yin, Wilson REE 15/15
Lau Chi Yan, Pierre 2B 15/15
Wong Chi Man (resigned on 27 November 2015) FEEN(R=F—AF+—HA=++H
FHT) 15/15
Yeung Mo Sheung, Ann THRE 15/15
Ng Kay Kwok RAHE 15/15
Yip Kat Kong, Kenneth 25T 15/15
The company secretary of the Company is responsible for taking minutes ARAF AR EZaERESTe Y @ HITSSHE
of the Board’s meetings and all Board’s minutes are open for inspection by 4% - FTEE = @504 QA BMm AL A i é%g
the Directors upon reasonable notice. During the year ended 31 December Rj- HiZ—FT—FF+_HA=+—HIFE - A5
2015, the company secretary has taken over 15 hours of relevant professional =3 28815/ i 2 ARG =212 o
training.
The Directors are enabled, upon reasonable request, to seek independent E=HA[IHABEEN  FEE BN T2 RBIEES

professional advice in appropriate circumstances, at the Company’s expenses.
The Board shall resolve to provide separate appropriate independent
professional advice to the Directors to assist the relevant Directors to discharge
their duties.

Appropriate insurance cover has been arranged in respect of the legal action
against the Directors and the management of the Group. The Board considers
that the Group has sufficient and appropriate liability insurance to cover the
Directors and the management of the Group against any legal liability arising
from their performance of duties.

During the year ended 31 December 2015, each Director has ensured that
he can give sufficient time and attention to the Company’s affairs and has
participated in continuous professional development to develop and refresh
their knowledge and skills.

R BRAAREXN - ERGEERSINSERR
HABIBIEEER - ABBEHEEETER

RARIEZHEERRE - UWREELRAKEEIRER
EREERARESRE - EFERA - AREERR
FRMEE BEERE - —BEFIAERERER
[ETTRIST B LEMEREE - IAESRE -

REEZZ-AFT-A=+—RILFE FE=E
HERBER K R DR R BT RIBA N RIS - YES
BB SRR - AR MR A S Bl



ANNUAL REPORT #3# | 2015

CORPORATE GOVERNANCE REPORT
EERELWE

Name of Directors

EENS

Training received

P sEs|

Cheung Wai Yin, Wilson

KEE

Lau Chi Yan, Pierre

el

Wong Chi Man (resigned on
27 November 2015)

FEEX(RZE—RF
T—=AZ++REHE)

Yeung Mo Sheung, Ann

THRIE

Ng Kay Kwok

Attending seminars and forums/reading materials/in house briefing on regulatory and corporate
governance matters

DINEENGRE BEEN, BN EHEEREREREE A EE

Attending seminars and forums/reading materials/in house briefing on regulatory and corporate
governance matters
DNNEERwE TIEAR, XM E BEERERMEE a2 B1E

Attending seminars and forums/reading materials/in house briefing on regulatory and corporate
governance matters

SINEENRE BIEEN, BN EHEERE REREE A EE

Attending seminars and forums/reading materials/in house briefing on regulatory and corporate
governance matters
DNNRE R IE AR, BZ ARG BEEHTE ¥ a7 FH

Attending seminars and forums/reading materials/in house briefing on regulatory and corporate

governance matters
RHE

Yip Kat Kong, Kenneth
governance matters
EET

SNNRIE R miE IE AR, XN E BEEHTE ¥ Y FH
Attending seminars and forums/reading materials/in house briefing on regulatory and corporate

2IERENaniE BEER, RF AR A B ERE R EEE A B8

BOARD’S COMPOSITION

As at the date of this Annual Report, the Board comprises two executive
directors, namely Mr. Cheung Wai Yin, Wilson (also acting as the Chairman
and CEO) and Mr. Lau Chi Yan, Pierre (also acting as the Managing Director)
and three INEDs, namely Ms. Yeung Mo Sheung, Ann, Mr. Ng Kay Kwok and
Mr. Yip Kat Kong, Kenneth. The Board has maintained a balance of skills,
experience and diversity of perspectives appropriate to the requirements,
promotion and development of the businesses of the Group. Its composition
represents a mixture of management, technical, marketing, procurement, legal,
accounting and finance which is relevant in managing the businesses in which
the Group is engaged.

The Company has received annual confirmation of independence from the
three INEDs of the Company in accordance with Rule 5.09 of the GEM Listing
Rules. The Board has assessed their independence and concluded that all
INEDs of the Company are independent within the definition of the GEM Listing
Rules.

The Board’s members have no financial, business, family or other material/
relevant relationships with each other. Such balanced composition of the Board
is formed to ensure strong independence exists across the Board and has met
the GEM Listing Rules for the Board to have at least one-third in number of
its members comprising the INEDs. The biographies of the Directors are set
out in the section headed “Directors and Senior Management” in this Annual
Report, which demonstrate a diversity of skills, expertise, experience and
qualifications.
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THE CHAIRMAN AND THE CEO

Presently, Mr. Cheung Wai Yin, Wilson assumes the roles of both the Chairman
and the CEO of the Company. The reasons for the deviation from the Code
Provision A2.1 under the Code are set out in the section headed “Corporate
Governance Practices” above.

RE-ELECTION AND RETIREMENT OF THE DIRECTORS

The articles of association of the Company provide that (i) each Director
(except the Chairman and the managing director) is required to retire by
rotation and that one-third (or the number nearest to but not greater than one-
third) of the Directors shall retire from office by rotation and be eligible for re-
election at each AGM of the Company; and (ii) any Director appointed by the
Board, either to fill a casual vacancy on or as an addition to the existing Board,
will hold office only until the next following AGM of the Company and shall then
be eligible for re-election at that meeting.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Each of the INEDs of the Company has filed a written confirmation to the
Company confirming his independence pursuant to Rule 5.09 of the GEM
Listing Rules and has undertaken to inform the Stock Exchange and the
Company as soon as practicable if there is any subsequent change in
circumstances which may affect his independence. As at the date of this
Annual Report, the Board still considers the INEDs of the Company to be
independent. Two of the three INEDs of the Company are not appointed for any
specific terms, but they are subject to retirement by rotation and re-election at
the AGM of the Company in accordance with the articles of association of the
Company.

THE COMPANY SECRETARY

The Company has appointed and employed, on a full time basis, Mr. Lai Yau
Hong, Thomson as the company secretary. He is an associate member of
the Institute of Chartered Secretaries and Administrators and The Hong Kong
Institute of Chartered Secretaries and is an individual who, by virtue of his
professional qualifications and relevant experience, is, in the opinion of the
Board, capable of discharging the functions of company secretary. During the
year ended 31 December 2015, the company secretary has taken over 15
hours of relevant professional training.

The company secretary is responsible not just for taking minutes of the Board’s
meetings but also for supporting the board by ensuring good information flow
within the Board and that board policy and procedures are followed and for
advising the Board through the Chairman and the CEO on governance matters
and also for facilitating induction and professional development of directors.

The company secretary reports to the Chairman and the CEO while all directors
have access to the advice and services of him to ensure that board procedures,
and all applicable law, rules and regulations, are followed.
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A physical board meeting is required to be held to discuss and approve any
change in the company secretary.

BOARD COMMITTEES

The Board has established three committees, namely the Nomination
Committee, the Remuneration Committee and the Audit Committee, with
clearly defined written terms of reference. The main roles and responsibilities
of these three committees, including all authorities delegated to them by the
Board, as set out in the terms of reference, are published on the Company’s
website at www.merdeka.com.hk. The different committees’ independent views
and recommendations not only ensure proper control of the Group but also the
continual achievement of the high corporate governance standards expected of
a listed company. The chairman of each committee reports the outcome of the
committee’s meetings to the Board for further discussion and approval.

Nomination Of The Directors

Pursuant to the requirements of the GEM Listing Rules, the Company has
established the Nomination Committee in 2012 with specific written terms of
reference in line with the code provisions under the Code.

The responsibilities and authorities of the Nomination Committee include
such responsibilities and authorities set out in the relevant code provisions
of the Code and its duties include: (i) to review the structure, size and
composition (including the skills, knowledge and experience) of the Board
at least annually and make recommendations on any proposed changes to
the Board to complement the Company’s corporate strategy; (ii) 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; (iii) to assess the independence of INEDs; and (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 CEO.

The Nomination Committee will at all times, have a minimum of three members,
a majority of which shall be INEDs and presently consists of five members
comprising three INEDs, namely Ms. Yeung Mo Sheung, Ann, Mr. Ng Kay
Kwok and Mr. Yip Kat Kong, Kenneth and two executive directors, namely
Mr. Cheung Wai Yin, Wilson and Mr. Lau Chi Yan, Pierre. The chairman of
the Nomination Committee is elected by the members who are present at the
meeting.
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The Nomination Committee will meet as and when required to discharge
its responsibilities, but not less than once a year. During the year ended
31 December 2015, the Nomination Committee held two meetings. The
attendance of a member appointed as a director part way during this financial
year is stated by reference to the number of meetings held during his/her
tenure. The attendance of the members of the Nomination Committee at the
Nomination Committee’s meetings (either in person or by phone) is set out as
follows:

REZEENAFERITHAEERSRTEHS - ETD
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Number of attendance

Name of the members of the Nomination Committee RELZEESREHA H IR
Cheung Wai Yin, Wilson RIEE 2/2
Lau Chi Yan, Pierre 2= 2/2
Yeung Mo Sheung, Ann e 2/2
Ng Kay Kwok RAHE 2/2
Yip Kat Kong, Kenneth 2ET 2/2

For the year ended 31 December 2015, the members of the Nomination
Committee have reviewed the structure, size and composition (including the
skills, knowledge and experience) of the Board and make recommendations
on proposed changes to the Board to complement the Company’s
corporate strategy. The Nomination Committee also identified and selected
individuals suitably qualified to become Directors of the Company and make
recommendations to the Board on the respective appointment of individuals
nominated for directorships.

The Nomination Committee has assessed the independence of INEDs for the
year ended 31 December 2015.

During the year ended 31 December 2015, the Nomination Committee was
provided with sufficient resources to perform its duties and responsibilities and
at the Company’s expense to seek independent professional advice, where
and when necessary.

Remuneration of the Directors

Pursuant to the requirements of the GEM Listing Rules, the Company has
established the Remuneration Committee in 2005 with specific written terms of
reference in line with the code provisions under the Code. The Remuneration
Committee is mainly responsible for (i) making recommendations to the Board
on the policy and structure for the remuneration of the directors and the senior
management of the Group; (ii) reviewing the remuneration package including
the performance-based bonus and incentive rewards for the executive
Directors and the senior management of the Group; and (iii) reviewing and
making recommendations to the Board the compensation, if any, payable to
the executive directors and senior management in connection with any loss or
termination of their office or appointment.
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The Remuneration Committee for the year ended 31 December 2015 consisted
of five members comprising three INEDs, namely Ms. Yeung Mo Sheung, Ann,
Mr. Ng Kay Kwok and Yip Kat Kong, Kenneth and two executive directors,
namely Mr. Cheung Wai Yin, Wilson and Mr. Lau Chi Yan, Pierre. The
chairman of the Remuneration Committee is elected by the members who are
present at the meeting.

During the year ended 31 December 2015, the Remuneration Committee held
two meetings. The attendance of a member appointed as a director part way
during this financial year is stated by reference to the number of meetings held
during his/her tenure. The attendance of the members of the Remuneration
Committee at the Remuneration Committee’s meetings (either in person or by
phone) is set out as follows:
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Number of attendance

Name of the members of the Remuneration Committee HMESSREM T R IRE
Cheung Wai Yin, Wilson RIEE 2/2
Lau Chi Yan, Pierre 2 2/2
Yeung Mo Sheung, Ann 15508 2/2
Ng Kay Kwok RIEE 2/2
Yip Kat Kong, Kenneth 2ET 2/2

At least one of such meetings, the current framework, policies and structure for
the remuneration of the directors and the senior management of the Group was
reviewed by the members of the Remuneration Committee who reported to the
Board of their reviews with recommendations. The Remuneration Committee
also reviewed the specific remuneration packages including the terms of
employment, incentive rewards and performance-based bonus of the executive
Directors and the senior management of the Group and the fees payable to the
INEDs of the Company.

The primary objective of the Group’s remuneration policy is to retain and
motivate the executive Directors and the senior management of the Group
by linking their rewards to the corporate and individual performance, job
complexity and responsibilities, so that the interests of the executive Directors
are aligned with those of the Shareholders. No Director can, however, approve
his/her own remuneration.

In order to attract, retain and motivate the executives and the employees
serving for the Group, the Company has adopted the share option scheme
in 2012. The share option scheme enable the eligible participants to obtain
an ownership interest in the Company by payment of the exercise price with
reference to the market price of the Shares at the time of grant and thus
to reward to the participants who contribute to the success of the Group’s
operations.

Details of the amount of the Directors’ emoluments are set out in note 36 to
the financial statements in this Annual Report and details of the share option
scheme adopted by the Company on 3 May 2012 are set out in the section
headed “Report of the Directors” in this Annual Report.
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Audit Committee

The Company has established the Audit Committee in 2001 with specific
written terms of reference formulated in accordance with the requirements
of the GEM Listing Rules. The primary duties of the Audit Committee are to
ensure the objectivity and credibility of the Company’s financial reporting and
internal control procedures as well as to maintain an appropriate relationship
with the external auditors of the Company.

The Audit Committee consisted of three members comprising three INEDs,
namely Ms. Yeung Mo Sheung, Ann, Mr. Ng Kay Kwok and Mr. Yip Kat Kong,
Kenneth for the year ended 31 December 2015, one of whom is a qualified
accountant and has extensive experience in accounting and financial matters.
The chairman of the Audit Committee is elected by the members who are
present at the meeting. All members of the Audit Committee hold the relevant
industry or legal, accounting and financial experience necessary to give advice
on the Board’s strategies and other related matters. All members of the Audit
Committee have complete and unrestricted access to the external auditors and
all employees of the Company.

The Audit Committee is mainly responsible for (i) reviewing the Company’s
quarterly results, half-yearly results and annual financial statements and
making recommendations as to the approval of the Company’s quarterly
results, half-yearly results and annual financial statements by the Board; (ii)
reviewing and making recommendations to the Board on the appointment,
re-appointment and removal of the external auditors and the terms of
engagement including the remuneration of the external auditors; (iii) discussing
with the external auditors the nature and scope of the audit; (iv) monitoring
and assessing the independence and objectivity of the external auditors
and the effectiveness of the audit process in accordance with applicable
standards; (v) reviewing and monitoring financial reporting and the reporting
judgement contained in them; and (vi) reviewing financial and internal control
(including the adequacy of resources, qualifications and experience of staff
of the Company’s accounting and financial reporting function, and their
training programmes and budget), accounting policies and practices with the
management of the Group, and internal and external auditors of the Company.

During the year ended 31 December 2015, the Audit Committee held four
meetings. The attendance of a member appointed as a director part way during
this financial year is stated by reference to the number of meetings held during
his/her tenure. The attendance of the members of the Audit Committee at the
Audit Committee’s meetings (either in person or by phone) is set out as follows:
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Name of the members of the Audit Committee EREZEEGREHE IR
Yeung Mo Sheung, Ann 1S5RLE 4/4
Ng Kay Kwok RAHET 4/4
Yip Kat Kong, Kenneth EET 4/4
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For the year ended 31 December 2015, the members of the Audit Committee
have met with the Group’s external auditors to discuss the annual audit plan.
The meeting of the Audit Committee was attended by the members of the Audit
Committee and the external auditors of the Company. The external auditors
also made presentations to the Audit Committee on the findings on key issues
addressed in the annual audit.

For the year ended 31 December 2015, the Audit Committee reviewed the
accounting principles and practices adopted by the Company and discussed
with the management of the Group the financial reporting matters. The Audit
Committee also reviewed the internal control and risk management system
of the Group with the internal auditor. The Audit Committee also reviewed the
quarterly results for the period ended 31 March 2015 and 30 September 2015,
the half-yearly results for the period ended 30 June 2015 and the annual results
for year ended 31 December 2015 of the Company, and confirmed that the
preparation of such complied with the applicable accounting principles and
practices adopted by the Company, the requirements of the Stock Exchange
and adequate disclosures has been made, before announcement of these
results.

The Audit Committee recommended to the Board to review the re-appointment
of Messrs. Elite Partners CPA Limited as the Company’s external auditors
subject to the Shareholders’ approval at the forthcoming AGM of the Company.

AUDITORS’ REMUNERATION

During the year ended 31 December 2015, the remuneration paid/payable to
the external auditors of the Group, Elite Partners CPA Limited, is set out as
follows:
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Fees paid/payable

Services rendered FHZ RS 2t ENER
HK$’000

FATT

Audit services 2R 720

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities for the preparation of the
financial statements of the Company and ensure that they are prepared
in accordance with the statutory requirements and applicable accounting
standards. The Directors also ensure the timely publication of such financial
statements. The Directors aim to present a balanced and understandable
assessment of the Group’s position and prospects.

The statement of the external auditors of the Company, Messrs. Elite Partners
CPA Limited, with regard to their reporting responsibilities on the Company’s
financial statements is set out in the section headed “Independent Auditors’
Report” in this Annual Report.
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The Directors confirm that, to the best of their knowledge, information and
belief, having made all reasonable enquiries, they are not aware of any material
uncertainties relating to the events or conditions that may cast significant
doubt upon the Company’s ability to continue as a going concern. The Board
therefore continues to adopt the going concern approach in preparing the
accounts.

INTERNAL CONTROL AND INTERNAL AUDIT

The Board is entrusted with the overall responsibility for establishing
and maintaining the Group’s internal control system and reviewing their
effectiveness. The Group’s internal control system has been designed for
safeguarding assets, maintaining proper accounting records and ensuring
reliability of the financial information. Through the Company’s internal audit
team, the Board has conducted a review of the effectiveness of the internal
control system of the Group which covers all material controls, including
operational, financial and compliance controls and risk management functions.

The internal audit team of the Company reviews the major operational, financial
and compliance controls and risk management functions of the Group on a
continuing basis and aims to cover all major operations of the Group on a
rotational basis. The internal audit team of the Company presents their internal
audit plan annually to the CEO for approval and they also discuss and agree
their audit plan with the Audit Committee at the Audit Committee’s meeting.

PROCEDURES FOR SHAREHOLDERS TO CONVENE AN
EXTRAORDINARY GENERAL MEETING

Pursuant to Article 58 of the Articles, any one or more Shareholders holding
at the date of deposit of the requisition not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general meetings of the
Company shall at all times have the right, by written requisition to the Board
or the secretary of the Company, to require an extraordinary general meeting
to be called by the Board for the transaction of any business specified in such
requisition; and such meeting shall be held within two (2) months after the
deposit of such requisition. If within twenty-one (21) days of such deposit the
Board fails to proceed to convene such meeting the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.

SENDING ENQUIRIES TO THE BOARD

Shareholders may send written enquiries to the Company, for the attention
of company secretary at the Company’s head office and principal place of
business in Hong Kong.
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PROCEDURES FOR SHAREHOLDERS TO PROPOSE A
PERSON FOR ELECTION AS A DIRECTOR

Article 86(2) of the Articles sets out that the Company may by ordinary
resolution elect any person to be a Director either to fill a casual vacancy on the
Board, or as an addition to the existing Board, subject to the Articles and the
Companies Law of the Cayman Islands.

Pursuant to Article 88 of the Articles, no person other than a Director retiring
at the meeting shall, unless recommended by the Directors for election, be
eligible for election as a Director at any general meeting unless a written notice
signed by a Shareholder (other than the person to be proposed) duly qualified
to attend and vote at the meeting for which such notice is given of his intention
to propose such person for election and also a written notice signed by the
person to be proposed of his willingness to be elected shall have been lodged
at the head office or at the Registration Office provided that the minimum length
of the period, during which such written notice(s) are given, shall be at least
seven (7) days and that the period for lodgement of such written notice(s) shall
commence no earlier than the day after the dispatch of the notice of the general
meeting appointed for such election and end no later than seven (7) days prior
to the date of such general meeting.

COMMUNICATION WITH SHAREHOLDERS AND INVESTOR
RELATIONS

The Company is committed to maintaining a high level of transparency and
employs a policy of open and timely disclosure of relevant information to its
shareholders and investors and discloses information in compliance with the
GEM Listing Rules, and publishes periodic reports and announcements to the
public in accordance with the relevant laws and regulations.

The Board strives to encourage and maintain constant dialogue with its
shareholders through various means. The Directors host the annual general
meeting each year to meet the shareholders and answer their enquiries. The
Company also updates its shareholders on its latest business developments
and financial performance through its annual, interim and quarterly reports.

The corporate website of the Company has provided an effective
communication platform to the shareholders and the investors as well as the
general publics.

During the year under review, there is no change in the Company’s
constitutional documents.
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This is the first environmental, social and governance (the “ESG”) report
prepared by the Group to disclose information in relation to the ESG issues.
Despite this report is not comprehensive nor exhaustive, it is the endeavours
of the Group to get as close as possible in compliance with the requirements
under Appendix 20 of the GEM Listing Rules.

The key performance indicators (“KPIs”) may at the moment not be as mature
as those disclosed and presented by the other issuers in Hong Kong, not to
mention to be compatible and comparable with international players. Yet, the
Group is dedicated to develop and adopt a higher level of ESG reporting based
on international guidance and standards.

The Board understand that it is important to involve itself in preparing this ESG
report and it has extended its full support to the Secretary of the Company, who
is responsible for the task of compiling this ESG report and is reporting directly
to the board.

We take those having interests in or being affected by the decisions and
activities of the Group as the stakeholders, who may include shareholders,
business partners, employees, suppliers, sub-contractors, consumers,
regulators and the public. As we recognize the importance of engaging
stakeholders in identifying material aspects and KPIs and understand their
views, we take every and all opportunities to communicate with them in
all occasions our environmental, social and governance approach and
performance and are looking forward to their suggestion and comments.

The Group has commissioned itself to become a high-growth player in pursuing
excellence in operations, at the same time we are dedicated to become a
“Green Corporation” that explores business opportunities in this new and
exciting sustainable world. We see no conflict in becoming a profit making
entity simultaneously being a Green Corporation.

During the year 2015, the Group is principally engaged in forestry, plantation
business, trading business, including the trading of various brands of milk
powder products to customers based in Hong Kong, information technology
business and it has also diverged into financial services businesses that
includes money lending and financial leasing. As the Group’s operations
in forestry and plantation business in the country of Indonesia had been
suspended due to the political unrest and potential terrorist attack there, this
ESG report will not cover the forestry and plantation business operations.

The geographical location of the Group’s businesses situated both in Hong
Kong and the PRC. In Hong Kong, the Group’s headquarter was located in
Wanchai district with a trading outlet at Sheung Shui, the New Territories and
an office for carrying out the licensed money lender business. In the PRC the
main areas where the operations situate include Shanghai and Mian Yang in
the Sichuan province. The Indonesian office had been shut down in June 2014,
thus, it is no longer a business location of the Group that was relevant to the
discussion in this ESG report.
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This ESG report covers the Group’s endeavours and performance during the
year ended 31 December 2015 and four subject areas: workplace quality,
environmental protection, operating practices and community involvement.
Corporate governance is not included here as it has just been dealt with
separately in the section headed “Corporate Governance Report” in this Annual
Report on pages 27 to 39.

Workplace quality

As at 31 December 2015, the Group employed 35 staff (2014: 25). The Group’s
remuneration policy is built on principle of equality, motivating, performance
oriented and market-competitiveness. Remuneration packages are normally
reviewed on an annual basis. Apart from salary payments, other staff benefits
included provident fund contributions, medical insurance coverage and
performance related discretionary bonuses. A share option scheme is also
established to reward and motivate the employees of the Group.

In order to fully develop staff competence and potential, the Group has an
employee handbook in place for the employees to understand the policy of
the Group. To equip staff members with necessary skills and knowledge to
meet future challenges and professional requirements, especially those who
are involved in regulated businesses and activities, the Group encourages
the employees to attend a wide range of training in the areas of regulatory
requirements and compliance. Subject to the management’s approval, the
Group will subsidize the studying fee of the staff members with a maximum
annual cap, however, the Group may consider granting more subsidize if it
sees fit.

Moreover, plenty of staff activities were organized for employees, including
annual dinner, Christmas party, birthday party, and so on and so forth. The
sense of belonging of employees was enhanced and they have strong bonding
with each other.

By offering competitive remuneration packages and comprehensive fringe
benefits to our employees, our staff turnover rate remains stable, while job
performance and productivity are maintained at satisfactory levels.

Occupational Health and Safety Data:

Work related fatality

Work injury cases >3 days
Work injury cases <3

Lost days due to work injury
Work injury rate

There is no child nor forced labour in the Group’s operations. They are in
compliance with the laws of Hong Kong and the PRC in terms of employment
management.
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The Group promotes fair treatment in the workplace. Although the Group does
not have equal opportunity policies or anti-discrimination and affirmative action
policies, the Group encourages unprejudiced behaviour within the workplace
and discourages inappropriate behaviour from employees, supervisors and
independent contractors in regard to the race, gender, sexual orientation or
religious and cultural beliefs of another person within the Group.

Environmental protection

The Group implements policies and practices that help conserve resources,
improve energy efficiency and raise environmental awareness among our
staff. We are committed to building an environmentally-friendly corporation that
pays close attention to conserving the natural resources on Earth. We strive
to minimise our environmental impact while ensuring high standards in our
service quality. We focus on paper and toner usage throughout all of our daily
operation and we have always been devoted to reduce energy consumption as
we closely monitor energy consumption at our offices.

During the year 2015, the Group has no data on air and greenhouse gas
emissions, discharges into water and land, generation of hazardous and non-
hazardous wastes, etc. nor had the Group discharged hazardous and/or non-
hazardous wastes into water and land.

We ordered A4 sized 80 gsm photocopying paper 85 reams or 42,500 sheets
and A3 sized 80 gsm photocopying paper 2 reams or 1,000 sheets in 2015. The
Group did not have any other consumption on any other kind of papers.

Currently, in order to save paper, the Group implements certain measures
such as setting duplex printing as the default mode for most network printers;
reminding employees to practise photocopying wisely; encouraging the
employees to use both sides of paper; separating the paper waste from other
waste for easier recycling; and placing boxes and trays beside photocopiers as
containers to collect single-sided paper for reuse purpose.

In respect of electricity consumption in 2015 in Hong Kong:
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Office 1in Office 2in Shop in Sheung

Month Wanchai District Wanchai District Shui District? Total
R EBRE-SHERE EFE-_RHRZR FoKESE &t
kilowatt hour kilowatt hour kilowatt hour kilowatt hour

TRE FRE FTRE FRE

January —A 2,361 45 0 2,406
February —A 1,858 39 0 1,897
March =A 2,006 41 3,280* 5,327
April mA 1,317 52 3,280* 4,649
May A 1,073 40 3,280* 4,393
June ~A 1,052 71 3,280* 4,403
July +A 1,241 68 4,500 5,809
August NA 1,199 58 3,280* 4,537
September LA 1,247 61 3,700 5,008
October +A 1,075 58 3,280* 4,413
November +—A 1,163 59 2,630 3,852
December +=A 923 45 2,300 3,268
2015 Annual Consumption —Z—HER2FHFEE 16,515 637 32,810 49,962

* Estimated usage * HEtHEE
¥ Operations commenced Mid-March 2015 # N-ZT—FE= ARFKRLE



ANNUAL REPORT #3# | 2015

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RBIE - EREARE

The total floor area occupied by the Group for its operations in Hong Kong was
4,554 sq. ft.. The electricity consumption by the Group was 49,962 kilowatt hour
in the reporting period, with an energy intensity of 10.97 kilowatt hour per sq. ft..

As most of the water usage was included in the management fee of the
premises occupied by the Group’s operations, we have no figure of the
Group’s annual consumption, however, the Group is still conscientious in the
conservation of water resources and encourage the staff members to reduce
wastage.

Operating practices

The Group through its subsidiaries has communicated with its suppliers on the
Company’s vision and mission and policies and procedures in respect of ESG.
To be a responsible supplier, the Group has registered as a food importer/food
distributor under the Food Safety Ordinance.

The Group always observes the local laws, rules and regulations at where its
businesses located, as such, the Group applied and was granted and renewed,
a money lenders licence in Hong Kong to carry on business as a money lender
for a period of twelve (12) months from 2 December 2015.

The Board will formally adopt the anti-corruption policies with reference to
the Corruption Prevention Best Practices recommended by the Independent
Commission Against Corruption in the year 2016.

Community involvement

Unlike in 2014, the Group did not do much in the year 2015 in respect of
the involvement in repaying the community by direct donations to charity
organisations, however, the Group through one of its subsidiary, together with a
non-governmental organization provides employee retraining courses in Hong
Kong in order to provide a flexible, quality and resilient labour force for the
knowledge-based economy of Hong Kong.

The Group will continue to explore more opportunities in contributing to
community services.
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REPORT OF THE DIRECTORS

EFEREE

The directors of the Company present their report and the audited financial
statements of the Company and its subsidiaries for the year ended 31
December 2015.

PRINCIPAL ACTIVITIES
The principal activity of the Company is investment holding.

The subsidiaries are engaged in the forestry business, plantation business
and trading business, including the trading of various brands of milk powder
products to customers based in Hong Kong and information technology
business and it has also diversed into the financial services business. There
were no significant changes in the nature of the Group’s principal activities
during the year.

RESULTS AND DIVIDENDS

The Group’s loss for the year ended 31 December 2015 and the state of
affairs of the Company and the Group at that date are set out in the financial
statements on pages 57 to 63.

The directors do not recommend payment of any dividend for the year (2014:
Nil).

SUMMARY OF FINANCIAL INFORMATION

A summary of the results and assets, liabilities and non-controlling interests
of the Group for the last five financial periods/years, as extracted from
the published audited financial statements and restated/reclassified as
appropriate, is set out on page 150. This summary does not form part of the
audited financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group during
the year are set out in note 14 to the financial statements.

SHARE CAPITAL, SHARE OPTIONS AND CONVERTIBLE
BONDS

Details of movements in the Company’s share capital, share options and
convertible bonds during the year, together with the reasons therefor, are set
out in notes 26, 35 and 28 to the financial statements, respectively.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s articles of
association or the Companies Law of the Cayman Islands which would oblige
the Company to offer new shares on a pro rata basis to existing shareholders.
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PURCHASE, SALE OR REDEMPTION OF THE LISTED
SHARES

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the Company’s listed shares during the year ended 31
December 2015.

RESERVES

Details of movements in the reserves of the Company and the Group during the
year are set out in note 27 to the financial statements and in the consolidated
statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

At 31 December 2015, the Company'’s reserves available for distribution,
calculated in accordance with the Companies Law of the Cayman
Islands, amounted to approximately HK$Nil (2014: HK$Nil). This included
the Company’s share premium account amounting to approximately
HK$884,832,000 (2014: HK$810,692,000) which is distributable to the
shareholders of the Company, provided that immediately following the date
on which the dividend is proposed to be distributed, the Company will be in a
position to pay off its debts as and when they fall due in the ordinary course of
business.

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 financial year is as
follows:
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BE - HEIEE EmiRG
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BIT) - EREIEARRIMAR D& E Bk 49884,832,000
BIT(—Z—P04F : 810,692,000/87T) © iMEREEZED
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HERMRERAEERT

Percentage of the Group’s

total sales

hAEEAHERR L
2015 2014
—E—HF —PUE
Largest customer SRR 14.77% 28%
Five largest customers hAE PR 39.92% 70%

Percentage of the Group’s
total purchase

hAEEARBER DL
2015 2014
—ZE—hF T —POF
Largest supplier BONEER 17.91% 68%
Five largest suppliers AR ERRRE 51.90% 93%

None of the directors of the Company or any of their associates or any
shareholders of the Company (which, to the best knowledge of the directors,
own more than 5% of the Company’s issued share capital) had any beneficial
interest in the Group’s five largest customers or suppliers.
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DIRECTORS

The Directors during the year ended 31 December 2015 and up to the date of
this Annual Report are as follows:

Executive Directors:

Cheung Wai Yin, Wilson
Lau Chi Yan, Pierre

Non-executive Director:
Wong Chi Man (resigned on 27 November 2015)
Independent non-executive Directors:

Yeung Mo Sheung, Ann
Ng Kay Kwok
Yip Kat Kong, Kenneth

In accordance with article 87 of the Company’s articles of association, Mr. Ng
Kay Kwok to retire at the forthcoming AGM of the Company and being eligible,
he offer himself for re-election at the forthcoming AGM of the Company.

All INEDs of the Company are appointed for a term of one year. According to
the articles of association of the Company, all Directors (except the Chairman
and the managing director) are subject to retirement by rotation and re-election
at the annual general meeting of the Company.

The Company has received from each of the INEDs of the Company an annual
confirmation of his independence pursuant to Rule 5.09 of the GEM Listing
Rules and, as at the date of this Annual Report, still considers them to be
independent.

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 24 to 26 of this Annual Report.

2
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DIRECTORS’ SERVICE CONTRACTS

All INEDs are appointed for a term of one year and are subject to retirement by
rotation in accordance with the Company’s articles of association.

The two executive Directors, namely Mr. Cheung Wai Yin, Wilson, and Mr. Lau
Chi Yan, Pierre have each entered into a two-year service contract with the
Company commencing from 24 August 2012 respectively.

No Director had a service contract with the Company, which is not determinable
by the Company within one year without payment of compensation, other than
statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

No Director had a material interest, either directly or indirectly, in any contract
of significance to the business of the Group to which the Company or any of
its subsidiaries or fellow subsidiaries was a party during the year ended 31
December 2015.

SHARE OPTION SCHEME

The share option scheme of the Company (the “Share Option Scheme”) was
adopted by the shareholders of the Company in the annual general meeting
of the Company held on 3 May 2012 and was effective from that date. Unless
otherwise cancelled or amended, the Share Option Scheme will remain in force
for a period of 10 years from the date of its adoption.

As at 31 December 2015, there were 233,404,981 share options outstanding
under the Share Option Scheme. Based on these outstanding share options,
the total number of shares available for issue is 233,404,981, which represents
approximately 19.05% and 19.05% of the total issued share capital of the
Company as at 31 December 2015 and the date of this report respectively.
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Details of the movements of the share options under the Share Option Scheme  AER - B ERAEST2IE T 2 B L IEREZ BEE

during the year were as follows: NN
Number of share options
BriERERY
Adjusted
Original exercise
Outstanding Cancelled/  Outstanding Date of Exercise Price of exercise price of the
asat Granted Exercised Adjusted Lapsed asat grant of periodof the shares price of ~ share options
1 January during the duringthe  because of During 31 December the share the share hefore the the share after open
2015 period period  openoffer  the period 2015 options options  date of grant options offer
DHEER
R-E-EF H-%8-1% it L}
-B-8 DHRER MER tZAZt-B BRBRE  BAERE  RUREW  BRERE tERE
Name i WATR  REARE  REAGR B OEE/A WATE  ZRERH 2RE ZBE  2BERE i@
(Note 1) (Note 2) (Note 1) (Note 1)
(¥it1) (i2) ial (1)
per share per share per share
& B gk
Executive director E:0j) £
Cheung Wai Yin, Wison FER - 100,000,000 - - - 100,000,000 19082015 191812015 - 0.147 0147 -
18/8/2025
Lau Chi Yan, Pierre BB - 20,000,000 - - - 20,000,000 19082015 191812015 - 0.147 0.147 -
18/8/2025
Independent non-executive  BUFHTES
director
Yeung Mo Sheung, Ann 5k 10439 - - 6,044 - 16,483 171013 1712013 - 0010 3.360 2130
16/12023
- 1,000,000 - - - 1,000,000 190812015 191812015 - 0.147 0.147 -
18/8/2025
Ng Kay Kok RiEA - 1,000,000 - - - 1,000,000 19082015 191812015 - 0.147 0.147 -
18/8/2025
Yip Kat Kong, Kenneth HL - 1,000,000 - - - 1,000,000 19082015 191812015 - 0.147 0.147 -
18/8/2025
Employees and other cligible ~ EEREMAERSEE
participants
Employees = 26,833 - - 16,534 - 42367 30552012 30082012~ 0017 5680 3600
29512022
- 40,000,000 - - - 40,000,000 19082015 191812015 - 0.147 0.147 -
18182025
Other elighle participants Appgitpae 210,268 - - 121735 - 332,003 30552012 300802012~ 0017 5680 3600
29552022
8948 - - 5180 - 14128 171013 17102013 - 0010 3.360 2130
16/1/2023
- 70,000,000 - - - 70,000,000 19082015 191812015 - 0.147 0.147 -
18/8/2025

256,488 233,000,000 - 148,493 - 283404981




REPORT OF THE DIRECTORS
EFEHEE

Notes:

1. Pursuant to the terms and conditions of the Share Option Scheme, the number
and the exercise price of the share options is subject to adjustment in the case of
capitalisation issue, rights issue, subdivision or consolidation of the shares of the
Company, or other similar changes in the Company’s share capital.

2. The price of the shares of the Company before the date of the grant of the share
options is the closing price of the shares of the Company as quoted on the Stock
Exchange on the trading day immediately before the date on which the share
options were granted.

Save as disclosed above, at the date of this report, no other share options were
exercised subsequent to the balance sheet date.

During the year ended 31 December 2015, 233,000,000 share options were
granted by the Company.

The fair value of the share options granted during the year ended 31 December
2015 was approximately HK$26,400,000 (2014: HK$Nil) of which the Group
recognised a share option expense of approximately HK$26,400,000 (2014:
HK$NIl) during the year.

No other feature of the share options granted was incorporated into the
measurement of fair value.

DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING
SHARES

As at 31 December 2015, the directors and chief executive of the Company
and/or any of their respective associates had the following interests and short
positions in the shares, underlying shares and debentures of the Company
and/or any of its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the
“SFQO”)) as recorded in the register required to be kept by the Company under
section 352 of the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to Part XV of the SFO or the GEM Listing Rules:
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Interests and short positions in the shares and the underlying
shares of the share options and the convertible bonds of the

Company as at 31 December 2015

(i)

(i)

Long positions in the shares of the Company:

A

) 5824

i) RAEDRRGZHFR

Number of the shares interested

and nature of interest

R-B-—AF+ZA=1+—BRERARMD UK
BRBRER TRRES TS REBRG 2B

Approximate
percentage of

BERSZROYE RERNE the total issued

Founder of share capital of

Personal  a discretionary trust Total the Company

EEARRSRITRAE

Name of directors EEHE BA —BEEGTZABA ay BEIENENL

(%)

Cheung Wai Yin, Wilson ®EE 557,814 98,437,500 (note) 98,995,314 8.08
(Fff35)

Lau Chi Yan, Pierre 210 3,984,375 - 3,984,375 0.33
Note: Ft5E -

As at the Latest Practicable Date, 98,437,500 Shares were owned by Ivana
Investment Limited ("lvana"), a company incorporated in the British Virgin Islands
owned as to 100% by CW Limited, which in turn is wholly-owned by Asiatrust
Limited, a trust company in its capacity as the trustee of a discretionary trust,
the founder (as defined in the SFO) of which is Mr. Cheung Wai Yin, Wilson
(“Mr. Cheung”) and the discretionary objects which are family members of Mr.
Cheung (including Mr. Cheung himself). Accordingly, Mr. Cheung is deemed to

be interested in the relevant Shares of the purpose of the SFO. Mr. Cheung
also personally interested in 557,814 Shares.

Long positions in the underlying shares of the share options (i)

NEEER A 1THE - Ivana Investment Limited
(lvana ) #E 598,437,500 A%
ZESEMKILZ AR - FCW Limited#% A 100%
HE%5 » MCW Limited f Asiatrust Limited & & %A ©
Asiatrust Limited 5 —E{E7E AR - AEREELIX
A ZEEEAZAMA(EEEESRPER
B AREERE(RAE] FRABREEZR

% ° lvana B B R

is PR B (BIERAEARA) - At - RIBEFHFRPE
15 SREEWRANEBROTEEEZ - R
A IMEAEE 557, 814R% A (5 s ©

RREAQRECBREBIRHETERE

granted under the share option scheme of the Company: S REBRG TR

Approximate
Number of  percentage of
Date of grant  Exercise period Number of the the total the total issued
of the share  of the share Exercise price  share options underlying  share capital of
options  options per share outstanding shares  the Company
WA EAARERT
BiBRE: BRBRE ZB% s i
Name of directors 3 REAH 2 BRITHEE BRENY  RERHEY BREAL
HKS (%)

BT
Cheung Wai Yin, Wilson ~ REE 19/8/2015  19/8/2015 - 18/8/2025 0.147 100,000,000 100,000,000 8.163
Lau Chi Yan, Pierre g 19/8/2015  19/8/2015 - 18/8/2025 0.147 20,000,000 20,000,000 1.633
Yeung Mo Sheung, Ann HRR 17112013 17112013 - 16/1/2023 2.130 16,483 16,483 0.001
19/8/2015  19/8/2015 - 18/8/2025 0.147 1,000,000 1,000,000 0.082
Ng Kay Kwok RUE 19/8/2015  19/8/2015 - 18/8/2025 0.147 1,000,000 1,000,000 0.082
Yip Kat Kong, Kenneth L 19/8/2015  19/8/2015 - 18/8/2025 0.147 1,000,000 1,000,000 0.082
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(iii)

Long positions in the underlying shares of the convertible bonds
of the Company:
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@iy ARLTTRBREFOSRAEABRGZFA

Approximate

Principal percentage

amount Number of of the total

of the the total issued share

convertible underlying capital of the

bonds shares Company

HARARE BT

Name of the holder of AR ES R ES RABEZ

the convertible bonds BEAKSR bR AR E BHEDL

HK$ (%)

T

Cheung Wai Yin, Wilson REE 110,000,000 297,619,048 24.29
Note: These convertible bonds (originally due on 12 August 2011 and st : ZEAMRER(BRE=Z—F/N\A
extended to 12 August 2017) were issued by the Company on 12 TZAEE—ZE—+FN\ATZBRE) T
August 2008 as part of the consideration to acquire the forestry ARABRZZZENFNATZBEITER
business. They are unlisted, interest-free and convertible into the IWHEMARERS 2 BORE - BIEET - &
shares of the Company at the adjusted conversion price of HK$0.3696 B R AR TR S ARE B R0.369675 7T (1R
per share of the Company (subject to adjustment according to the TRRHRRRE S5 2 I6RR] T8 ) HARR AR
terms of the convertible bonds). The interest is held by Ivana, a RIS » S mIvanaii g © lvana b
company incorporated in the British Virgin Islands owned as to 100% NEBEZESFMKL 2 AT - BCW
by CW Limited, which in turn is wholly-owned by Asiatrust Limited, Limited # 5 100% # %5 + f1 CW Limited £
a trust company in its capacity as the trustee of a discretionary trust, Asiatrust Limited 2 & %A ° Asiatrust Limited

the founder (as defined in the SFO) of which is Mr. Cheung and R—EEREAR  AREETZZEA
the discretionary objects which are family members of Mr. Cheung ZERGFEZAIPA(EERBFLPER
(including Mr. Cheung himself). B AREE - REABREEZRIEKE

(BIERFTAERAN) ©

Save as disclosed above, as at 31 December 2015, none of the directors and B EXIREEINN W_Z—RE+-_A=+—0 1

chief executive of the Company and/or any of their respective associates had
any interest and short position in the shares, underlying shares and debentures
of the Company and/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 under section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to Part XV of the SFO or the GEM
Listing Rules.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the sections headed “Directors’ Interests in Shares
and Underlying Shares” and “Share Option Scheme” above, at no time during
the year ended 31 December 2015 was the Company, or any of its subsidiaries
or associated corporations, a party to any arrangement to enable the directors
and chief executive of the Company (including their respective spouse and
children under 18 years of age) to acquire benefits by means of the acquisition
of the shares or underlying shares in, or debentures of, the Company or any of
its associated corporations.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SHARES IFERFERADTIRG RIEERGHEDS
AND UNDERLYING SHARES OF THE COMPANY

As at 31 December 2015, the following persons (not being the directors or HR-ZE—RAE+-A=+—H ' U FATGEAATE
chief executive of the Company) had interests or short positions in the shares ~ FSZES1THA B )AARRQ BN SAER /D T iEE R
or underlying shares of the Company which would fall to be disclosed to the — #E55 & ER S (&I EXVERE2 % E 37302 63 AR
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or QA RIIKEE © SR EFHN AR FIRIEE 5 R S50
which were recorded in the register required to be kept by the Company under  3361§REFE 7 S M ERSOAA

section 336 of the SFO:

(i) Long positions in the shares of the Company: (i) RAEDFRMDZHE -
Approximate
percentage of
the total
issued share
Capacity and Number of the capital of the
Name of shareholders nature of interest shares interested Company
EADBE BT
IR
BRERER SO RERNE BERZZROHE BAESL
(%)
Asiatrust Limited (Note) (5f) Trustee 98,437,500 8.04
XFEA
CW Limited (Note) (5F) Controlled corporation 98,437,500 8.04
REHEE
Ivana Beneficial owner 98,437,500 8.04
A A
Note:  The interest is held by Ivana, a company incorporate in the British Virgin Mt . ZiEzmElvanafia o Ivana B EEER &L
Islands owned as to 100% by CW Limited, which in turn is wholly-owned BSEMAI 2 A7+ ACW Limited
by Asiatrust Limited, a trust company in its capacity as the trustee of a H100% #E #= - T CW Limited 5 Asiatrust
discretionary trust, the founder (as defined in the SFO) of which is Mr. Limited 2= & #EA © Asiatrust Limited 73— &
Cheung and the discretionary objects of which are family members of ERERR] - AREEEZETA - Z2%
Mr. Cheung (including Mr. Cheung himself). SR BIHA(ERREBRRIEERD) A

RELE - RBARREEZRGKE (B
REEAN) ©
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(ii)

Long positions in the underlying shares of the convertible

(i) RAEXRTRKRESISREBRREDZ

bonds of the Company: HE
Approximate
Principal percentage
amount Number of of the total
of the the total issued share
Name of the holder of convertible underlying capital of the
the convertible bonds Nature of Interest bonds shares Company
AN BRE BT
ARRESZ BRABEE
ARBRESSEALE ERME PN TR 4B BHAEI T
HK$ (%)
I
Asiatrust Limited (Note 1) (FffzF1)  Trustee 110,000,000 297,619,048 24.29
XFEA
CW Limited (Note 1) (FfizE1) Controlled corporation 110,000,000 297,619,048 24.29
AR
Ivana Beneficial owner 110,000,000 297,619,048 24.29
EREAA
Yihua Enterprise Limited Beneficial owner 40,000,000 173,913,043 14.20
RECERRAT] ERMAAN
Cheng Jun (Note 2) Controlled corporation 40,000,000 173,913,043 14.20
1255 (MisE2) HEHlEE
Gao Yun Feng (Note 2) Controlled corporation 40,000,000 173,913,043 14.20
e (FIE2) PR EE
Note 1: The interest is held by Ivana, a company incorporate in the British Virgin MiEE1 . ZiEzEIvanafi g o Ivana AR B R
Islands owned as to 100% by CW Limited, which in turn is wholly-owned BEAMALZ AT - ACW Limited 7
by Asiatrust Limited, a trust company in its capacity as the trustee of a H100% /2 + i CW Limited F5 Asiatrust
discretionary trust, the founder (as defined in the SFO) of which is Mr. Limited % & #EA © Asiatrust Limited &—FH]
Cheung and the discretionary objects of which are family members of BEREAR] - ARBERZETA 228
Mr. Cheung (including Mr. Cheung himself). EREZBIMA(ERREBHZRIEGN) A
RITE - RMARREEZFEKE (BIF
RIEERA) ©
Note 2: The interest is held by Yihua Enterprise Limited, a company Mii2 . ZEEEEECEARATSE @ 227

BREEE LB ST Z AR - 93l
HREL A Rm BRI A H50%K50% ©

incorporated in the British Virgin Islands owned as to 50% by Mr. Cheng
Jun and 50% by Mr. Gao Yun Feng.

B LRI - AATEERBBITRAR
YMEN = —AHE+=A=+—H  Af
AR AR AR A RIS
5 B EEEPIEXVEE2 R F3DH 2 XA
AR TR - O A FIRIEE SR
B DB 36T B 2 B 0 2
A -

Save as disclosed above, the directors and chief executive of the
Company are not aware that there is any party who, as at 31 December
2015, had an interest or short position in the shares or underlying
shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO, or which were recorded in the register required to be kept by the
Company under section 336 of the SFO.
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COMPLIANCE WITH THE CORPORATE GOVERNANCE
CODE

In the opinion of the Directors, the Company has complied with the code
provisions set out in the Code set out in Appendix 15 to the GEM Listing Rules
throughout the financial year under review, except for the deviations from Code
Provisions A.2.1 and A.4.2. Detailed information of such deviations and their
respective considered reasons as well as other information on the corporate
governance practices of the Company are set out in the section headed
“Corporate Governance Report” in this Annual Report.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within
the knowledge of the Directors, the Company has maintained a sufficient public
float of not less than 25% of the total issued share capital of the Company as
required under the GEM Listing Rules throughout the financial period under
review and up to the date of this Annual Report.

AUDITORS

The consolidated financial statements for the year ended 31 December
2015 have been audited by Elite Partners, who will retire and, being eligible,
offer themselves for re-appointment. A resolution for their re-appointment
as auditors of the Company will be proposed at the forthcoming AGM of the
Company.

ON BEHALF OF THE BOARD
Cheung Wai Yin, Wilson
Chairman and Chief Executive Officer

Hong Kong
11 March 2016

B EATR

EER5  RIRBETAIGSEA21RAL 265 - A2
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B R BEM R S

D,

To the shareholders of Merdeka Financial Services Group Limited
(Incorporated in the Cayman Islands with limited liability)

B AA54E R ST 6 B A AT FRANE]
ELITE PARTNERS CPA LIMITED

Certified Public Accountants

We have audited the consolidated financial statements of Merdeka Financial
Services Group Limited (formerly known as Merdeka Mobile Group Limited)
(the “Company”) and its subsidiaries (together the “Group”) set out on pages
57 to 149, which comprise the consolidated statements of financial position
as at 31 December 2015, and the consolidated statement of profit or loss, 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.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit. This report is made solely to you, as a body,
and for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

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 judgement, including the
assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation of
consolidated financial statements that give a true and fair view in order to
design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates
made by the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

HERTERBEEERARAILRR
(REFR S MK ) BRAE])

EEEERIHANETE149E BESRRBERS
RAB(FIESEEHEEERAR) ([EAR ] RE
MR (s [ ERE DR MRS - IR
ERFEN-_E-AF T A=1+—BNEAIHRR
BREFEE A ILFENGFEBRER  FRlBakE
fhE2ERER - RABCREREPRIGARSRE
= AREREHBRME R EAAREER -

EERRSHMBREARENERE

BAREFAA BRI ESEHTARRFOE S
BREEAI R BB A BN RERTELEED
ATPERAIERE - L TEERABBONHE
15 AR A BT S e A KRR R T
SN EAESRIL -

BBEEE

EENEIRR BT ENERE RS AV ERE(E
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PRV HCRA & B M AEL A EEHEET S
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We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair view of
the state of affairs of the Group as at 31 December 2015, and of their financial
performance 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.

Elite Partners CPA Limited
Certified Public Accountants
Hong Kong, 11 March 2016

Yip Kai Yin
Practising Certificate Number P05131
10th Floor,

8 Observatory Road, Tsim Sha Tsui,
Kowloon, Hong Kong

EERE  EEMERZEREIRCNEE M RE
%m%ﬁfﬁhf/ \gm °

=R

BEERR  ZEHRAMBRECREBBUBREE
AIEEMAFHRR BEEER-_T-AF+_A
=T BMEEIRRAR EREEEZALFEN
MERRERERE - WEIRREE R RIFGIRBE
HEZ RS

M EEE T MERRERAE
HES, *fE/?F
%/% ? /\_\EEH +_E|

ERE
HEBEERIP05131

BBINEE
LYPIER Y =585 1012



ANNUAL REPORT #3# | 2015

Consolidated Statement of Profit or Loss

maiRaXR

For the year ended 31 December 2015

2T —HE+-_A=+—HILEE

2015 2014
—E2-HF —Z—OF
Notes HK$’000 HK$'000
Bt e FHET FAT
REVENUE ON 6 131,398 69,877
Cost of sales SHERKZR (112,685) (61,581)
Gross profit EF 18,713 8,296
Other income, other gains and losses HAUA - E e R EE 6 (206) 40,305
Operating expenses H T (15,247) (4,570)
Administrative expenses 1THRER (9,603) (13,555)
Impairment of forest concessions FMEFRFHERIE (29,000) (170,811)
Impairment of prepayments, deposits TENRIE - Ze Rk
and other receivables E b fEBGRIERE - (6,004)
Impairment of trade receivables B S WG IBRIE (1,671) (2,130)
Impairment of goodwill EERE (37,159) (16,519)
Written off of bad debts RARMAR (2,233) -
Written off of inventories FERER (1,249) -
Equity-settled share option expenses VARR A B B S RE AR IR 52 (26,400) -
Loss from operations H—E ol =] (104,055) (164,988)
Finance costs BB 7 (16,518) (15,111)
Share of results of an associate Pak(S] Tk /NI 1,185 -
LOSS BEFORE TAX BBATEE 8 (119,388) (180,099)
Income tax FriSHt 11 (4,004) (640)
LOSS FOR THE YEAR AEERIE (123,392) (180,739)
Loss for the year attributable to: JE(RARFEERS
Owners of the Company RNARIIRFERE A (124,944) (172,225)
Non-controlling interests EiEetibe I 1,552 (8,514)
(123,392) (180,739)
(Restated)
(E35)
LOSS PER SHARE EREE
Basic and diluted AR R#E 13 (HK%ET$0.124) (HK#ET$0.344)

The notes on pages 64 to 149 form part of these financial statements.

F64= 1498 2 HIFHARK L EI ISR E 2 —55 ©
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

FeRaR At ENS

For the year ended 31 December 2015
HE_Z—AFt+-_A=1+—HLFE

2015 2014
—Z2-HF —ZE—OF
HK$’000 HK$'000
FTHExT FHT
LOSS FOR THE YEAR REERHE (123,392) (180,739)
Other comprehensive loss: H2EEE
ltems that may be reclassified subsequently HigrleeET D EABR R 2EE ¢
to profit or loss:
Exchange difference on translating of financial HEFINB A 7 2 Bk
statements of overseas subsidiaries BORE H =58 (5,512) =
TOTAL COMPREHENSIVE LOSS FOR THE YEAR AEEZEAEFE (128,904) (180,739)
Total comprehensive loss attributable to: FE(R 2 EAEES
Owners of the Company NATRFEREA A (129,024) (172,225)
Non-controlling interests ESib g I 120 (8,514)
(128,904) (180,739)

The notes on pages 64 to 149 form part of these financial statements.

F64= 1498 2 HIFHAK I EI SRS 2 —85 ©
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e MG ER

As at 31 December 2015
RZZE—RF+=-HA=+—H

2015 2014
—E-EfF —E—E
Notes HK$°000 HK$'000
M=t FET FET
ASSETS BE
Non-current assets FREVEE
Property, plant and equipment I -~ R MR 14 5,841 4,764
Forest concessions RN 15 - 29,000
Goodwill RS 16 - 34,000
Available-for-sale investments AN ERE 17 10,036 =
Other financial asset HtemEE 18 - 5,025
Financial lease receivables EhE T EEUGRIA 22 530,520 =
Total non-current assets IERBEERE 546,397 72,789
Current assets REEE
Inventories FE 20 3,952 931
Trade receivables 2 S ENGRIE 21 4,854 7,132
Loan receivables FEE KR 23 7,451 3,220
Prepayments, deposits and other receivables TBNFUE - e Rk
HAthpezrIa 24 13,714 26,620
Financial lease receivables R ER SRS 22 488,077 =
Deferred tax assets FRIERIB & 2= 76 =
Cash and cash equivalents HeMREeEEIAR 25 52,839 32,207
Total current assets MEEERE 570,963 70,110
Total assets EEHAE 1,117,360 142,899
EQUITY AND LIABILITIES BEREREREES
Equity attributable to owners RATREEG A
of the Company (RIS
Share capital ieN 26 1,225 30,643
Reserves (] 27(a) 14,454 (17,709)
15,679 12,934
Non-controlling interests e RS 68,015 (9,472)
Total equity EME 83,694 3,462
Non-current liabilities EREBERE
Convertible bonds AR ES 28 100,205 87,803
Promissory notes EE S 29 47,627 44,291
Finance lease obligation due more than one year R —41&%|H# 7 g & EAE 30 1,968 1,831
Bank borrowings due more than one year R—F1&F 8 2 SRITEK Sil 477,600 =

Total non-current liabilities B A EAE 627,400 133,925
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As at 31 December 2015
R=_ZF—RF+=-_A=+—8H

2015 2014
—E-HF —Z—OF
Notes HK$’000 HK$'000
MizE FET FHET

Current liabilities HREAE
Bank borrowings due within one year R—FRE B2 R TIE K 31 374,224 206
Finance lease obligation due within one year R—F A8 2 g & ERE 30 899 519
Trade payables B S ENFOE 32 19,869 2,193
Other payables and accruals HEin AT E R 33 7,772 1,954
Tax payable FERI AR IE 3,502 640
Total current liabilities mEAaERE 406,266 5,512
Total liabilities BERE 1,033,666 139,437
Total equity and liabilities REEZKEEEE 1,117,360 142,899
Net current assets RBEEFRE 164,697 64,598
Net assets EESRE 83,694 3,462

Approved and authorised for issue by the board of directors on 11 March 2016. &&EExeN —F—NF= A+— Bk RISREHEE -

Cheung Wai Yin, Wilson Lau Chi Yan, Pierre
REE 218
Director Director
BE EE

The notes on pages 64 to 149 form part of these financial statements. FOAZE 1498 7 MFHARRK L EM G 2 —305 ©
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For the year ended 31 December 2015

2T —HE+-_A=+—HILEE

Atributable to owners of the Company

KAARERTARS
Equity
Share component of Share Capital  Exchange Non-
Issued ~premium  Contributed  convertible option reduction fluctuation  Accumulated controlling Total
capital  account surplus bonds Teserve reserve reserve losses Total  interests equity
TekEE. BRERE  BaHE BN R

BRARE  ROEER  AARR  EEHS B i Bk ZitER i BE  RES
HKS'000  HKS'000  HKS'000  HKS'000  HKS'OD  HKS'000  HKS'000  HKS'000  HKS'O0  HKS'000  HKS'000
T T T Tin Tan Tin Tin Tin Tin T T
As at 1 January 2014 H-F-BE-F-8 3859 108125 86,710 25,283 93 132,931 (o4 (679454) 56,363 (1,650) 56,713

Changes In equity for 2014: ZT-MEERRY:
Loss forthe year KERER - - - - - - - () (1122 (8514)  (180739)
Other comprehensive loss Lh2EER - - - - - - - - - - -
Total comprehensive loss 2EAER - - - - - - - (s (112.2) (8514)  (180739)
Issue of rghts shares B U514 69,298 - - - - - - 93812 - 93812
Acquiston of a subsidiary KE-HHEL - - - - - - - - - 692 692
Partal redemption of convertle bonds BEPATERER - - - (2585) - - - - (2585) - (2555)
Issue of new shares upon placing RERETHRA 210 33269 - - - - - - 3553 - 355

s at 31 December 2014 and 1 January 2015 RB-MET=A=1-BR

“%-1%-A-A 0643 810692 66,710 0128 93 132931 (64)  (1,051,679) 12934 (9472) 3462

Changes in equity for 2015 I-REERRY:
Loss for the year KERER - - - - - - - (1A%M) (1494 19 (1339
Other comprehensive oss AHAEER - - - - - - (4080) - (4,080) (14%2) (5512)
Total comprehensive loss 2EAER - - - - - - (4080)  (124.944)  (129024) 0 (12894)
Issue ofnew shares upon placing REREAHRR 6 8,868 - - - - - - 8,944 - 8,944
Issue of offer shares SRERD 766 6,272 - - - - - - 66,038 - 6,038
Aoguistion f subsidries WE-EHELT - - - - - - - NW me o
Capital reducton of issued shares BEARGERHR (30.260) - - - - 30260 - - - - -
Grantofshre optons RtBriEheE - - - - B - - - %N - 240
As at 31 December 2015 R-B-RF2A=1-R 125 84832 86,710 83,115 21363 163,191 (A134)  (1,176,623) 15,679 68,015 83,694

*

These reserve accounts comprise the consolidated reserves of approximately =
HK$14,454,000 (2014: (HK$17,709,000)) in the consolidated statement of
financial position.

AR B BIERER S IR R AR A LD
14,454,000/ 7C(=Z—PO4F : (17,709,000/57T)) °

The notes on pages 64 to 149 form part of these financial statements. F64T1498 2 AR L B8 R 2 —&F 9 ©
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Consolidated Statement of Cash Flows

FElaRER

For the year ended 31 December 2015
HE_Z—AF+-_A=+—HLFE

2015 2014
—E-AF —E—F
HK$’000 HK$’000
FTHExT FHT
CASH FLOWS FROM OPERATING ACTIVITIES CEEBRLTE
Loss before tax BRERIEE (119,388) (180,099)
Adjustments for: R
Finance costs RERA 16,518 15,111
Interest income FEYA (100) (175)
Depreciation of property, plant and equipment VI - RS MR EITE 1,831 1,241
Loss on disposal of property, plant and equipment HEME « BB R BE 13 15
Gain on fair value upon extension of convertible bonds AR ESIEH 2 AT EERE - (39,480)
Amortisation of deferred assets IR A A 82 —
Gain on bargain purchase arising from acquisition of W —fRIM B A RIEAEREE
a subsidiary BRI (2,231) =
Impairment of forest concessions ANEFTRERIE 29,000 170,811
Impairment of prepayments, deposits and other receivables ~ TEfS7E « 1% I E A fEU T R(E - 6,004
Impairment of trade receivables B 5 RWGOERE 1,671 2,130
Impairment of goodwill EERE 37,159 16,519
Impairment of inventories FERE 113 390
Written off of bad debts RARHIER 2,233 =
Written off of inventories FEMER 1,249 =
Fair value change of other financial assets Hiv & mEEN T EEZS - 1,748
Loss on promissory notes arising on set off against other EIHEM SR E EEERR R
financial asset ] 464 =
Gain on early redemption of convertible bonds 1RO AR S 2 W - (2,752)
Loss on early redemption of promissory notes RO R 2 B8 2,549 388
Equity-settled share option expenses VAR 45 58 RO B SR BB AR AE RIS 26,400 =
Share of results of an associate DEEE A R (1,185) -
(3,622) (8,149)
Increase in inventories FEEN (4,202) (1,321)
Increase in trade receivables B 5 FEYGRIEIE AN (2,247) (3,362)
Increase in loan receivables FEMEFIE N (4,231) (3,220
Decrease in financial lease receivables BB ERUGIE R 143,098 =
Increase in prepayments, deposits and other receivables TRINRUIR 128 R E A FEGRIBIE AN (6,738) (11,166)
Increase in trade payables B 5 FESTFRIEIE AN 12,094 276
Increase in other payables and accruals HAb AR e EREN 20,983 615
Cash generated from/(used in) operations KEEBEE (TR 2 HE 155,135 (26,327)
Income taxes paid BASETEH (2,322) (1,037)
Net cash from/(used in) operating activities KERETSETS /(AT ) 2 & /558 152,813 (27,364)
CASH FLOWS FROM INVESTING ACTIVITIES REFEHRSHE
Interest received B2 100 175
Purchases of property, plant and equipment BBV - WE K& (585) (2,317)
Purchases of available-for-sale investments HBERHEHEZRE (1,475) =
Net cash (outflow)/inflow from acquisition of subsidiaries IEEHIB AR IR (H) A F5E (38,435) 10
Net cash used in investing activities WEEBTA RS FRE (40,395) (2,132)
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Consolidated Statement of Cash Flows

FElaRER

For the year ended 31 December 2015
HE_Z—AFt+-_A=+—HLEFE

2015 2014
—E-RF —T—mEF
HK$’000 HK$'000
T FHIT
CASH FLOWS FROM FINANCING ACTIVITIES BEEHRESRE
Interest paid on bank borrowings and finance lease obligation ~ FESR1THE 7 & @t &R EAGE
ZHE (141) (64)
Proceeds from open offer/rights issue NRBE MRS SIE 66,038 93,812
Proceeds from placing of shares BeE R PSR 8,944 35,539
New bank borrowings raised TSR TIERK 116,112 =
Redemption of convertible bonds HEE TR &S - (72,811)
Repayment of bank borrowings BRI TR (260,869) (160)
Repayment of promissory notes iR H =R (20,000) (2,400)
Repayment of finance lease obligations EERE N SR (773) (108)
Net cash (used in)/generated from financing activities BMEEB(FTA) EEZ
IR &) FRE (90,689) 53,808
NET INCREASE IN CASH AND CASH EQUIVALENTS RekBELEEEREMFHE 21,729 24,312
Cash and cash equivalents at beginning of year FYRe MRS FEEHE 32,207 7,895
Effect of foreign exchange rate changes, net HNEETE S ek SRR (1,097) -

CASH AND CASH EQUIVALENTS AT END OF YEAR FREESRFSEEER 52,839 32,207
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Notes to the Financial Statements
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31 December 2015
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1.

CORPORATE INFORMATION

The Company is a limited company incorporated in the Cayman
Islands, its registered office is located at the offices of Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-1111, Cayman
Islands and the principal place of business is located at Room 1502,
Chinachem Century Tower, 178 Gloucester Road, Wanchai, Hong
Kong.

The directors consider that the Company’s immediate holding company
and ultimate controlling parent company is lvana Investments Limited,
which is a private company incorporated in British Virgin Islands.

During the year ended 31 December 2015, the principal activity of
the Company was investment holding. The principal activities of the
subsidiaries comprised of trading business, financial services business
and information technology business.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(a) Basis of preparation

The consolidated financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”), which collective term includes
all applicable individual Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKASs”)
and Interpretations issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and the disclosure
requirements of the Hong Kong Companies Ordinance.
The 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”). The adoption of new and revised HKFRSs and the
impacts on the Group’s consolidated financial statements, if
any, are disclosed in Note 3.

The consolidated financial statements have been prepared
under historical cost convention except for financial instruments
which are measured at fair values. Historical cost is generally
based on the fair value of the consideration given in exchange
for assets.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b)

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company and its subsidiaries. Control is achieved where the
Company:

. has power over the investee;

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

. 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.

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

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

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into
line with those used by other member of Group.

All intragroup transaction balance, income and expenses and
cash flows relating to transactions between members of the
Group are eliminated in full on consolidation.

2.

FESTHBRBZE @)
(b) “HRERE

REMBHREBRARR AR AT]
N EL Y IR A B AR 6 L 88 2 B 7
& o WMARRZEKATEE  RIRA
HiS iz -

o HRRE T AR

© RBRERANMETEE
HEEER SRR : R

o BITREE N AT EE @R
ZBET] -

B FE RIFRER L =T HTT
EZ-HSZEEE - AXAKEEE
HERTIEHIRIRETT

REEES B A R bR R A
MR RERA ARR - RERAIR SR
RIEARR - BB E - FRKEZL
EZMBARWMARF S B AL EE
SHEGIHE B M B2 AR E A B
MEBARZ BRI ABSEREMEH
Ygsk

B kEHMEEBATAR FERA
RAER AR IR - MIBAR]
ZEERANEREFBRARRESA
N ErRpciEss - AME S S RIHER
R h IR A SRR ©

NEFE  MBELARPBREEEH
FE - MEEESTT KRR E A
RERBIMAE B -

FESEBARRIRZRZMEH - WA
NI A R BRI B AR Z R
2B REREINGFA ARRE
BUysH -



MERDEKA FINANCIAL SERVICES GROUP LIMITED E#SBBEERER AT

Notes to the Financial Statements

MR EME
31 December 2015
—E-RFTZA=+—H

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c)

Business combinations

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

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

. a deferred tax asset or liability arising from the
assets acquired and liabilities assumed in a business
combination and the potential tax effects of temporary
differences and carryforwards of an acquiree that
exist at the acquisition date or arise as a result of the
acquisition are recognised and measured in accordance
with HKAS 12 Income Tax;

. assets or liabilities relating to employee benefit
arrangements are recognised and measured in
accordance with HKAS 19 Employee Benefits;

. liabilities or equity instruments relating to share-based
payment transactions of the acquiree or share-based
payment arrangements of the Group entered into to
replace share-based payment arrangements of the
acquiree are measured in accordance with HKFRS
2 Share-based Payment at the acquisition date (see
accounting policy below); and

. assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 Non-current
Assets Held for Sale and Discontinued Operations are
measured in accordance with that standard.

2.

FESTTECRBIE @®)
(c) EBast
B 27 PR B M T T S TR o
%ﬁAﬁZEMHFM NTEEE
N EEREE AU B 5

W?ﬁ”ﬂﬁﬁﬁﬁﬁ%ﬁ)\@%ﬁﬁ - PE
ER B BN RS B B S
ﬁ%”%ﬁﬁé‘ TR S 2 BRIt E

1S o WREABRARK AN — AR S PO B
Eiﬁﬁnﬁﬁgwu °

TAUREE B PR 2 FT R E E e P
%%ZEEF@ZEEEH&% B2 R FEE
T LARERR. » MELA NBIRERSN -

o REBaHHMEEBZEE
NFEEz BEMEL ZE
EFRIREELEE - ARRK
Wb B 7 sk R BB IR M
EAEZ BB ERZE N
feE L BENIATE - TR
BEBETERFE125R [F1F
%%J—T"L\/\ﬁgwu n"—E;

o EREBRNZH 2 EER

BEDREEEG NS
1955 [ B B4 H] | T IARER K&
ATE

o SR RE T AR D RER 2
N5 HE R IAREEIA
B BERZ R HI|AK
WU BT PARR {0 2 L 2 5
AR HEMZBEHBAT
B DREERREEEY
55 2R RIZE25% [ PARR D &
AR EFECH TS
AR R

o RIBEB ISR E ER 55
[FHELEZIERBEERD
RS TS | D BRRFHER
EXEECGHERE)WRE
ZERIFTE -



ANNUAL REPORT #3# | 2015

Notes to the Financial Statements

Rt 35 80 o5 P RE

31 December 2015

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c)

Business combinations (Continued)

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

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

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

(c)

(d)

Business combinations (Continued)

The subsequent accounting for changes in the fair value of the
contingent consideration that do not qualify as measurement
period adjustments depends on how the contingent
consideration is classified. Contingent consideration that is
classified as equity is not remeasured at subsequent reporting
dates and its subsequent settlement is accounted for within
equity. Contingent consideration that is classified as an asset
or a liability is remeasured at subsequent reporting dates in
accordance with HKAS 39 Financial Instruments: Recognition
and Measurement, or HKAS 37 Provisions, Contingent
Liabilities and Contingent Assets, as appropriate, with the
corresponding gain or loss being recognised in profit or loss.

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

Goodwill

Goodwill is carried at cost less accumulated impairment losses.
For the purposes of impairment testing, goodwill is allocated to
each of the cash-generating unit, or groups of cash-generating
units that is expected to benefit from the synergies of the
combination.

A cash-generating unit to which goodwill has been allocated is
tested for impairment annually, or more frequently whenever
there is indication that the unit may be impaired. For goodwill
arising on an acquisition in a reporting period, the cash-
generating unit to which goodwill has been allocated is tested
for impairment before the end of that reporting period. If the
recoverable amount of the cash-generating unit is less than the
carrying amount of the unit, the impairment loss is allocated
first to reduce the carrying amount of any goodwill allocated
to the unit and then to the other assets of the unit pro rata on
the basis of the carrying amount of each asset in the unit. Any
impairment loss for goodwill is recognised directly in profit or
loss. An impairment loss recognised for goodwill is not reversed
in subsequent periods.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e)

Property, plant and equipment

Property, plant and equipment are stated in the statement of
financial position at cost less accumulated depreciation and
impairment losses.

Depreciation is calculated on the straight-line basis to write off
the cost of each item of property, plant and equipment to its
residual value over its estimated useful life. The principal annual
rates used for this purpose are as follows:

Plant and machinery 12.5% to 20%
Roads and bridges 20%

Leasehold improvement Over the lease term
Computer and office equipment 20% to 33%

Motor vehicles 25%

Where parts of an item of property, plant and equipment
have different useful lives, the cost of the item is allocated
on a reasonable basis between the parts and each part is
depreciated separately. Both the useful life of an asset and its
residual value, if any, are reviewed annually.

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. The carrying amount of the replaced
part is derecognised. All other repairs and maintenance are
recognised in profit or loss during the financial period in which
they are incurred.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount.

Gains or losses arising from the retirement or disposal of an
item of property, plant and equipment are determined as the
difference between the net proceeds on disposal and the
carrying amount of the item and are recognised in profit or loss
on the date of retirement or disposal.

Construction in progress represents buildings under
construction. It is stated at cost less any impairment losses, and
is not depreciated. Cost comprises direct costs of construction
during the period of construction. Construction in progress is
reclassified to the appropriate category of property, plant and
equipment when completed and ready for use.

2.

FESTERBE @)
() Y% BER®RE

W B MR TR AMER R
IrEFRERIEN RSO IRRS IR -

WEUBERRZEENE - BB &
R L At AT 2 AR A ER ORISR E B M
SHERCAE - RUtfEMnERiTE
FRIT

RS Mizs 12.5%%20%
ERE R IER 20%
THEWERE TR
BRI AR 20%%33%
e 25%

EME  BERRKBRBZHOHE
TRERFNR - ZIAB ZRAMETY
BREEEENRERD - KWK
EREITE - ARESFHERME
EZAERFHMREREREEME) -

RAAEEE B AR RRRERSE
ATREMAAREE - WRESTI SEdhAT &
HERAWBEAT - AREAEHHE
BARAGTTARBEREEZ — 8O
ERRBLEERR (WER) - g
2 By REE TR FERR © FTA
HAit e RIRR BB NELRNZ
BT BRI R IR o

W& EREEARE G TRE S
8 BERE{ERR MR Z H T[]

RRASHEYE - BENRREHRRB R
A 2 WS B RTIR I E TS 50R
FHEEEHARRMECEHEETE -
WHRASHEE BN BRRHER o

HRTRREREPET - THERAE
BB E R 1RSIRR M AMEFTE - X
NMEBRIRPHZZRTRRZER
FXAR o FERE TRZ IR AR B A AR PR B
BYRmE - BEEREZEZEN



MERDEKA FINANCIAL SERVICES GROUP LIMITED E#SRBEER

Notes to the Financial Statements

MR EME
31 December 2015
—E-RFTZA=+—H

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(f)

(9)

Intangible assets

Forest concession rights acquired by the Group are stated
at cost less accumulated amortisation and any accumulated
impairment losses. These concession rights give the Group
rights to logging trees in the allocated concession forests
in designated areas in the Papua Province of Indonesia.
Amortisation is charged on a unit of production basis over the
estimated useful lives of forest concession rights.

Intangible assets acquired separately and with finite useful lives
are carried at costs less accumulated amortisation and any
accumulated impairment losses or at revalued amounts, being
their fair value at the date of the revaluation less subsequent
accumulated amortisation and any subsequent accumulated
impairment losses. Amortisation for intangible assets with
finite useful lives is provided on a straight-line basis over
their estimated useful lives. The estimated useful life and
amortisation method are reviewed at the end of each reporting
period, with the effect of any changes in estimate being
accounted for on a prospective basis. Intangible assets with
indefinite useful lives that are acquired separately are carried at
cost less any subsequent accumulated impairment losses.

Gains or losses arising from derecognition of an intangible asset
are measured as the difference between the net disposal proceeds
and the carrying amount of the asset and are recognised in profit
or loss in the period when the asset is derecognised.

Leases

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

Assets held under finance leases are recognised as assets of
the Group at the lower of the fair value of the leased assets
and the present value of the minimum lease payments. The
corresponding liability to the lessor is included in the statement
of financial position as finance lease obligation. Finance charges,
which represent the difference between the total leasing
commitments and the fair value of the assets acquired, are
charged to profit or loss over the term of the relevant lease so as
to produce a constant periodic rate of charge on the remaining
balance of the obligations for each accounting period.

Rentals payable under operating leases are charged to profit or
loss on a straight-line basis over the term of the relevant lease.
Lease incentives received are recognised in profit or loss as
an integral part of the aggregate net lease payments made.
Contingent rentals are charged as expenses in the accounting
period in which they are incurred.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(h)

Impairment of tangible and intangible assets other
than goodwill

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

Intangible assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment at
least annually, and whenever there is an indication that the
asset may be impaired. 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.

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

(i)

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 are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial
recognition.

Financial assets

Other than investments in subsidiaries and associates,
the Group’s financial assets are classified into (i) loans
and receivables and (ii) available-for-sale financial assets.
The classification depends on the nature and purpose of
the financial assets and is determined at the time of initial
recognition. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within
the time frame established by regulation or convention in the
marketplace.

(i) Loans and receivables
Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. Loans and receivables
(including trade and other receivables and cash and
cash equivalents) 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 when the
recognition of interest would be immaterial.

(ii) Available-for-sale financial assets
Available-for-sale financial assets are non-derivatives
that are either designated as available-for-sale or are
not classified as (a) loans and receivables; (b) held-to-
maturity investments; or (c) financial assets at fair value
through profit and loss.
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. FESTERBE @)
(Continued)
(i) Financial instruments (Continued) (i) SRTE(#E)

Financial assets (Continued)

(ii) Available-for-sale financial assets (Continued)
Available-for-sale financial assets are measured at
fair value at the end of the reporting period. Changes
in fair value are recognised in other comprehensive
income and accumulated under the heading of
investment revaluation reserve. Where the financial
asset is disposed of or is determined to be impaired, the
cumulative gain or loss previously accumulated in the
investment revaluation reserve is reclassified to profit or
loss (see the accounting policy in respect of impairment
loss on financial assets below).

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

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.

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.

For available-for-sale equity investments, a significant or
prolonged decline in the fair value of the investment below its
cost is considered to be objective evidence of impairment.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i)

Financial instruments (Continued)

Impairment of financial assets (Continued)
For all other financial assets, objective evidence of impairment
could include:

. significant financial difficulty of the issuer or
counterparty;
o breach of contract, such as a default or delinquency in

interest or principal payments;

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

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

For certain categories of financial asset, such as trade
receivables, 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, as well as observable changes in national
or local economic conditions that correlate with default on
receivables.

For financial assets carried at amortised cost, the amount of
the impairment loss recognised is the difference between the
asset’s carrying amount and the present value of 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.

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 reversed against the allowance
account. Changes in the carrying amount of the allowance
account are recognised in profit or loss.

When an available-for-sale financial asset is considered to be
impaired, cumulative gains or losses previously recognised in
other comprehensive income are reclassified to profit or loss in
the period.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i)

Financial instruments (Continued)

Financial liabilities and equity instruments

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

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of 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.

Other financial liabilities

Other financial liabilities including trade payables, other
payables and accruals, convertible bonds and promissory
notes are subsequently measured at amortised cost, using the
effective interest method.

Effective interest method

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

Convertible bonds contains liability and equity components
The component parts of the convertible bonds issued by the
Company are classified separately as financial liabilities and
equity in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and an
equity instrument. Conversion option that will be settled by the
exchange of a fixed amount of cash or another financial asset
for a fixed number of the Company’s own equity instruments is
an equity instrument.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i)

Financial instruments (Continued)

Financial liabilities and equity instruments (Continued)
Convertible bonds contains liability and equity components
(Continued)

At the date of issue, the fair value of the liability component
is estimated using the prevailing market interest rate for
similar non-convertible instruments. This amount is recorded
as a liability on an amortised cost basis using the effective
interest method until extinguished upon conversion or at the
instrument’s maturity date.

The conversion option classified as equity is determined
by deducting the amount of the liability component from
the fair value of the compound instrument as a whole. This
is recognised and included in equity, net of income tax
effects, and is not subsequently remeasured. In addition, the
conversion option classified as equity will remain in equity until
the conversion option is exercised, in which case, the balance
recognised in equity will be transferred to share premium.
Where the conversion option remains unexercised at the
maturity date of the convertible bonds, the balance recognised
in equity will be transferred to retained profits. No gain or loss is
recognised in profit or loss upon conversion or expiration of the
conversion option.

Transaction costs that relate to the issue of the convertible
bonds are allocated to the liability and equity components in
proportion to the allocation of the gross proceeds. Transaction
costs relating to the equity component are charged directly
to equity. Transaction costs relating to the liability component
are included in the carrying amount of the liability portion and
amortised over the lives of the convertible bonds using the
effective interest method.

When the Company extinguishes a convertible bonds before
maturity through an early redemption or repurchase in which
the original conversion privileges are unchanged, the Company
allocates the consideration paid and any transaction costs
for the repurchase or redemption to the liability and equity
components of the instrument at the date of the transaction.
The method used in allocating the consideration paid and
transaction costs to the separate components is consistent with
that used in the original allocation to the separate components
of the proceeds received by the Company when the convertible
instrument was issued. The gain or loss relating to the equity
component is recognised in equity. The gain or loss relating to
the liability component is recognised in profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

(k)

(1)

Inventories

Inventories are carried at the lower of cost and net realisable
value. Costs of inventories are calculated using the first-in
first-out. Net realisable value represents the estimated selling
price for inventories less all estimated costs of completion and
costs necessary to make the sale.

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 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.

Income tax

Income tax for the year comprises current tax and 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.

Current tax is the expected tax payable on the taxable income
for the year, using tax rates enacted or substantively enacted
at the end of the reporting period, and any adjustment to tax
payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being 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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(1)

Income tax (Continued)

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 that 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 differences 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.

The limited exceptions to recognition of deferred tax assets and
liabilities are those temporary differences arising from goodwiill
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
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 amount of deferred tax recognised is measured based on
the expected manner of realisation or settlement of the carrying
amount of the assets and liabilities, using tax rates enacted
or substantively enacted at the end of the reporting period.
Deferred tax assets and liabilities are not discounted.

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.

Additional income taxes that arise from the distribution of
dividends are recognised when the liability to pay the related
dividends is recognised.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

()] Income tax (Continued)

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 asset and settle the liability
simultaneously; or

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 and settle simultaneously.

(m) Provisions and contingent liabilities

i)

Contingent liabilities assumed in business
combinations

Contingent liabilities assumed in a business
combination which are present obligations at the date
of acquisition are initially recognised at fair value,
provided the fair value can be reliably measured. After
their initial recognition at fair value, such contingent
liabilities are recognised at the higher of the amount
initially recognised, less accumulated amortisation
where appropriate. Contingent liabilities assumed in
a business combination that cannot be reliably fair
valued or were not present obligations at the date of
acquisition.
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2. SUMMARY
(Continued)

OF SIGNIFICANT ACCOUNTING POLICIES

(m) Provisions and contingent liabilities (Continued)

i)

Provisions and contingent liabilities

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

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of an 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 an outflow of economic benefits is
remote.

(n) Related parties

a)

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

i) has control or joint control over the Group;
i) has significant influence over the Group; or
iii) is a member of the key management personnel

of the Group or the Group’s parent.
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. FESTERBE @)

(Continued)
(n) Related parties (Continued) (n) AR (A
b) An entity is related to the Group if any of the following b) BAATAEREAMNU TG
conditions applies: I ERS -

i) The entity and the Group are members of the i) ZEREANEEER
same group (which means that each parent, —SBEHKE AT
subsidiary and fellow subsidiary is related to the
others).

i) One entity is an associate or joint venture of the ii) —ERRS—EHEE
other entity (or an associate or joint venture of a (B —EBOHEAR
member of a group of which the other entity is a 7 B AR EE
member). ] BT B8 A 7)) A Bt

HAEENF]

i) Both entities are joint ventures of the same third i) ZEREASE AR

party. —EF=ZFTWEER
E_‘l o

iv) One entity is a joint venture of a third entity and iv) —ERBAR—F=7H1

the other entity is an associate of the third entity. AERR) MB—E
B2 5 — 55 = HH
/NG

) The entity is a post-employment benefit plan for V) ZEREANEENE
the benefit of employees of either the Group or AEBE A ERE
an entity related to the Group. # & BB E FIET

EI

Vi) The entity is controlled or jointly controlled by a Vi) ZER Ba)FTit AL+
person identified in a). Pel -~ skEEREE o

vii) A person identified in a) i) has significant vii) Ra) i)Frask Rl A L5
influence over the entity or is a member of the EREEATENE
key management personnel of the entity (or of a ZER(IZERY
parent of the entity). RANEEEEAE

EAR—FKE °

viii)  The entity, or any member of a group of which it vil) EREHATEEER
is a part, provides key management personnel ERC)BA=PAGIEENS
services to the Group or to the parent of the EE%NS g Sy
Group. REFEEEABR

% o
Close members of the family of a person are those family BRAANLTZBAEZYRENES -IETE
members who may be expected to influence, or be influenced HMERSEARERIRNEE
by, that person in their dealings with the entity. AN L EARE 2 ZEREE
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(o)

(p)

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable. Provided it is probable that the
economic benefits will flow to the Group and the revenue and
costs, if applicable, can be measured reliably as follows:

i)

ii)

Sale of goods

Sale of goods is recognised on transfer of risks and
rewards of ownership, which generally coincides with
the time when the goods are delivered to customers and
the title is passed.

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

Employee benefits

i)

Short term employee benefits and contributions to
defined contribution retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution 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
carried at their present values.

The Group operates a Mandatory Provident Fund
Scheme (“the MPF scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for
employees employed under the jurisdiction of the Hong
Kong Employment Ordinance. The MPF scheme is
a defined contribution retirement plan administered
by independent trustees. Under the MPF scheme,
the employer 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 June 2014).
Contributions to the plan vest immediately.

The employees of the Company’s subsidiaries which
operate in the People’s Republic of China (“PRC”) are
required to participate in a central pension scheme
operated by the local municipal government. These
subsidiaries are required to contribute a certain
percentage of its payroll costs to the central pension
scheme. The contributions are charged to profit or loss
as they become payable in accordance with the rules of
the central pension scheme.
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2. SUMMARY
(Continued)

Financial Statements

OF SIGNIFICANT ACCOUNTING POLICIES

(p) Employee benefits (Continued)

if)

i)

Share-based payments

The fair value of share options granted to employees is
recognised as an employee cost with a corresponding
increase in a capital reserve within equity. The fair value
is measured at grant date using the Black Scholes
Option Pricing Model, taking into account the terms and
conditions upon which the options were granted. Where
the employees have to meet vesting conditions before
becoming unconditionally entitled to the share options,
the total estimated fair value of the share options is
spread over the vesting period, taking into account the
probability that the options will vest.

During the vesting period, the number of share options
expected to vest is reviewed. Any resulting adjustment
to the cumulative fair value recognised in prior years
is charged/credited to profit or loss for the year under
review, unless the original employee expenses qualify
for recognition as an asset, with a corresponding
adjustment to capital reserve. On vesting date, the
amount recognised as an expense is adjusted to reflect
the actual number of share options that vest (with
a corresponding adjustment to the capital reserve)
except where forfeiture is only due to not achieving
vesting conditions that relate to the market price of the
Company’s shares. The equity amount is recognised in
capital reserve until either the option is exercised (when
it is transferred to the share premium account) or the
option expires (when it is released directly to retained
profits).

Termination benefits

Termination benefits are recognised when, and only
when, the Group demonstrably commits itself to
terminate employment or to provide benefits as a result
of voluntary redundancy by having a detailed formal
plan which is without realistic possibility of withdrawal.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(q)

(r)

Foreign currencies translation

These financial statements are presented in Hong Kong dollars,
which is the Company’s functional and presentation currency.
Each entity in the Group determines its own functional currency
and items included in the financial statements of each entity
are measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are initially
recorded using their respective functional currency rates ruling
at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are retranslated at the
functional currency rates of exchange ruling at the end of the
reporting period. All differences are taken to profit or loss.

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was
determined.

The functional currencies of certain subsidiaries are currencies
other than the Hong Kong dollar. As at the end of the
reporting period, the assets and liabilities of these entities are
translated into the presentation currency of the Company at
the exchange rates ruling at the end of the reporting period
and their statements of profit or loss are translated into Hong
Kong dollars at the weighted average exchange rates for the
year. The resulting exchange differences are recognised in the
other comprehensive income and accumulated in the exchange
fluctuation reserve.

Segment reporting

Operating segments, and the amounts of each segment item
reported in the financial statements, are identified from the
financial information provided regularly to 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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3. NEW AND REVISED HKFRSs APPLIED

The Group has adopted the following revised standards for the first time
for the current year’s financial statements.

Amendments to HKAS 19 Defined Benefit Plans: Employee Contributions

Annual Improvements to HKFRSs 2010-2012 Cycle

Annual Improvements to HKFRSs 2011-2013 Cycle

The nature and the impact of each amendment is described below:

(@)

(b)

Amendments to HKAS 19 apply to contributions from
employees or third parties to defined benefit plans. The
amendments simplify the accounting for contributions that are
independent of the number of years of employee service, for
example, employee contributions that are calculated according
to a fixed percentage of salary. If the amount of the contributions
is independent of the number of years of service, an entity
is permitted to recognise such contributions as a reduction
of service cost in the period in which the related service is
rendered. The amendments have had no impact on the Group
as the Group does not have defined benefit plans.

The Annual Improvements to HKFRSs 2010-2012 Cycle issued
in January 2014 sets out amendments to a number of HKFRSs.
Details of the amendments that are effective for the current year
are as follows:

. HKFRS 8 Operating Segments: Clarifies that an entity
must disclose the judgements made by management in
applying the aggregation criteria in HKFRS 8, including
a brief description of operating segments that have
been aggregated and the economic characteristics
used to assess whether the segments are similar.
The amendments also clarify that a reconciliation of
segment assets to total assets is only required to be
disclosed if the reconciliation is reported to the chief
operating decision maker. The amendments have had
no significant impact on the Group.

. HKAS 16 Property, Plant and Equipment and HKAS
38 Intangible Assets: Clarifies the treatment of gross
carrying amount and accumulated depreciation or
amortisation of revalued items of property, plant and
equipment and intangible assets. The amendments
have had no impact on the Group as the Group does
not apply the revaluation model for the measurement of
these assets.
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3. NEW AND REVISED HKFRSs APPLIED (Continued)

(b) (Continued)

HKAS 24 Related Party Disclosures: Clarifies that a
management entity (i.e., an entity that provides key
management personnel services) is a related party
subject to related party disclosure requirements. In
addition, an entity that uses a management entity
is required to disclose the expenses incurred for
management services. The amendment has had no
impact on the Group as the Group does not receive any
management services from other entities.

(c) The Annual Improvements to HKFRSs 2011-2013 Cycle issued
in January 2014 sets out amendments to a number of HKFRSs.
Details of the amendments that are effective for the current year
are as follows:

HKFRS 3 Business Combinations: Clarifies that joint
arrangements but not joint ventures are outside the
scope of HKFRS 3 and the scope exception applies
only to the accounting in the financial statements of
the joint arrangement itself. The amendment is applied
prospectively. The amendment has had no impact on
the Group as the Company is not a joint arrangement
and the Group did not form any joint arrangement during
the year.

HKFRS 13 Fair Value Measurement: Clarifies that
the portfolio exception in HKFRS 13 can be applied
not only to financial assets and financial liabilities, but
also to other contracts within the scope of HKFRS 9 or
HKFRS 39 as applicable. The amendment is applied
prospectively from the beginning of the annual period in
which HKFRS 13 was initially applied. The amendment
has had no impact on the Group as the Group does not
apply the portfolio exception in HKFRS 13.
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3. NEW AND REVISED HKFRSs APPLIED (Continued)

(c) (Continued)

. HKAS 40 Investment Property: Clarifies that HKFRS
3, instead of the description of ancillary services in
HKAS 40 which differentiates between investment
property and owner-occupied property, is used to
determine if the transaction is a purchase of an asset
or a business combination. The amendment is applied
prospectively for acquisition of investment properties.
The amendment has had no impact on the Group as the
Group did not acquire any investment properties during
the year and so this amendment is not applicable.

In addition, the Company has adopted the amendments to
the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) issued by the Stock Exchange
of Hong Kong Limited relating to the disclosure of financial
information with reference to the Hong Kong Companies
Ordinance (Cap. 622) during the current financial year. The
main impact on the financial statements is on the presentation
and disclosure of certain information in the financial statements.

4. ACCOUNTING ESTIMATES AND JUDGEMENT

Key sources of estimation uncertainty

In the process of applying the Group’s accounting policies,
management has made certain key assumptions concerning the
future, and other key sources of estimated uncertainty at the end of the
reporting period, that may have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the
next financial year, as discussed below.

(i)

Property, plant and equipment and depreciation

The Group’s management determines the estimated useful
lives and related depreciation charges for its property, plant
and equipment. This estimate is based on the historical
experience of the actual useful lives of property, plant and
equipment of similar nature and functions. It could change
significantly as a result of technical innovations and competitor
actions in response to severe industry cycles. Management will
increase the depreciation charge where useful lives are less
than previously estimated lives, or it will write-off or write-down
technically obsolete or non-strategic assets that have been
abandoned or sold.
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4., ACCOUNTING ESTIMATES AND JUDGEMENT (Continued)

Key sources of estimation uncertainty (Continued)

(ii)

(iii)

(iv)

Impairment of assets

The Group’s management has to exercise judgement in
determining whether an asset is impaired or the event
previously causing the asset impairment no longer exists,
particularly in assessing: (i) whether an event has occurred that
may affect the asset value or such event affecting the asset
value has not been in existence; (ii) whether the carrying value
of an asset can be supported by the net present value of future
cash flows which are estimated based upon the continued
use of the asset or derecognition; and (iii) the appropriate key
assumptions to be applied in preparing cash flow projections
including whether these cash flow projections are discounted
using an appropriate rate. Changing the assumptions selected
by management to determine the level of impairment, including
the discount rates or the growth rate assumptions in the cash
flow projections, could materially affect the net present value
used in the impairment test.

Impairment of goodwill and intangible assets

Determining whether goodwill and intangible assets are
impaired requires an estimation of the value in use of the cash-
generating units to which goodwill has been allocated. The
value in use calculation requires the directors to estimate the
future cash flows expected to arise from the cash-generating
unit and a suitable discount rate in order to calculate the present
value.

Income tax

The Group is subject to income taxes in several jurisdictions.
Significant judgment is required in determining the worldwide
provision for income taxes. There are transactions and
calculations for which the ultimate tax determination is uncertain
during the ordinary course of business. The Group recognises
liabilities for anticipated tax audit issues based on estimates of
whether additional taxes will be charged. Where the final tax
outcome of these matters is different from the amounts that
are initially recorded, such differences will impact the income
tax and deferred tax provisions in the period in which such
determination is made.
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SEGMENT REPORTING

For management purposes, the Group is organised into business units
based on its products and services and has the reportable operating
segments as follows:

(a) the trading business segment is engaged in the trading of
goods, components and accessories;

(b) the forestry business segment is engaged in logging of trees,
the operations of wood-processing factories and the sale of
sawn timber, other timber and wood products;

(c) financial services business segment is engaged in provision of
financial leasing services and the provision of money lending
services thereon;

(d) the information technology business segment is engaged in
distributorship of information technology products and the
provision of relevant technical support services; and

(e) other business segment is engaged in servicing business, such
as training course provision.

Executive directors, who are the chief operating decision makers,
monitor the results of its operating segments separately for the purpose
of making decisions about resources allocation and performance
assessment. Segment performance is evaluated based on reportable
segment loss, which is a measure of adjusted loss before tax. The
adjusted loss before tax is measured consistently with the Group’s loss
before tax except that interest income, finance costs, equity-settled
share option expenses, as well as head office and corporate expenses
are excluded from such measurement.

Revenue and expenses are allocated to the reportable segments with
reference to sales generated by those segments and the expenses
incurred by those segments or which otherwise arose from the
depreciation or amortisation of assets attributable to those segments.

Segment assets include non-current assets and current assets with
the exception of certain assets unallocated to an individual reportable
segment.

Segment liabilities include non-current liabilities and current liabilities
with the exception of tax payable and other unallocated head office and
corporate liabilities as these liabilities are managed on a group basis.
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5. SEGMENT REPORTING (Continued) 5. D EPERE (@)
For the year ended 31 December 2015 BE-Z-AFt+-A=t—HLEFE

Financial  Information
Trading Forestry services  Technology

o business business  business business Others Total  Unallocated  Group Total

HKS 000 TER BR%H  WARE CREBER ERNRER it Ghl B AEEAH
Segment revenue: ABUA:
Revenue from extemal customers RESNEERZHA 93,141 - 2.4 5,535 508 131,308 - 131,308
Operating profioss) megHl/ (Bl (4330) (29,000) 10,019 (38914) (13) (62238) - (62239)
Interest income FISHA - - 2 1 - 2 I£] 100
(Gain from bargain purchase arisingon ~~ JEEHBAAEEH

aoquisiion of subsidaries ZEEENE - - - - - - 223 2,231
Finance costs il - - - - - - (16,518) (16,518)
Share of result of an associate pil VN - - 1,185 - - 1485 - 14185
Equity-setled share option expenses WREEENR R ERER - - - - - - (26,400) (26,400)
Other expenses Afpf% - - - - - - (17,748) (17,748)
Profit{loss) before tax Wfaafl/ (88) (4,330) (29,000) 11,224 (38913) (13) (61,032) (58,356) (119,388)
Additons to non-current assets REERDEE 182 - 1,156 120 - 1458 1485 2043
Impairment offorest concessions AETERE - (29,000) - - - 29,000) - (29,000)
Impairment of trade receivables SRR ARG (1671) - - - - (1671) - (1671)
Impairment of goodil SE - - - (37,159) - (37,159) - (37,159)
Impairment of inventories FERE (113) - - - - (113) - (113)
Written off of inventories e (1,249) - - - - (1,249) - (1,249)
Written off of bad debts REHK (223%) - - - - (2233) - (2233)
Depreciation of property, plant and VES TG

equipment 67) - (148) (64) - (219) (1,552) (1831)

For the year ended 31 December 2014 HE-Z-MF+—_A=+—HIFZ
Financial Information
Trading Forestry services Technology
o busingss business business  business Total Unallocated Group Total

HKS 000 TER B5%H WRER  CREBER  AIREER fif IR AERRi
Seqment revenue: ABUA:
Revenue from extemal customers RESNEERZHA 53,200 - 36 16,281 69,877 - 69,877
Operating profioss) BegH/(FR) 797 (128,579) 36 (17818) (145,204) U (145,170)
Interest income HERA - - - - - 175 175
Finance costs HANA = (12820) - (2.266) (15,086) 29) (15,111)
Other expenses AR - - - - - (19.993) (19,993)
Profi(oss) before tax IEAEN/(BR) 797 (141,399) 3% (20,084) (160,290) (19,809) (180,09)
Impairment offorest concessions Rl ERE - (170811) - - (170811) = (170811)
Impairment of prepayment, depositsand ~ EAZVE - 4 RAKEN

other receivables AEBA - - - @] @] (6,000 (6,004)
Impaiment oftrade receivables B RIGIENfE (1,732) - - (39) (2130 - 2430
Impairment of goodil EERE - - - (16,519) (16,519) - (16,519)

Depreciation of property, plant and VER G
equient ®) : 0 ") ®) (1156 (1241
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5. SEGMENT REPORTING (Continued) 5. ZEERE@
As at 31 December 2015 R-B-HEF+=-A=1+—H
Financial Information
Trading Forestry service  Technology Other

husiness business business business business Total  Unallocated  Group Total
HKS 000 T B5%H WREE SHEEEE ERNEER HipEH Ghl AAE AREAH
Segment assets FPEE 12,694 - 1,073,223 5983 282 1,092,182 - 1,092,182
Cash and cash equivalents BeRBe5EES - - - - - - 18,118 18,18
Other assets AEE - - - - - - 7,060 7,060
Total assefs AEaE 12,694 - 1,073,223 5983 282 1,092,182 25178 1,117,360
Segment liabilties APk (1,428) (m) (874,815) (2962) 4] (879,265) - (879,265)
Convertble bonds hkER - - - - - - (100,205) (100,205)
Promissory notes RAZE - - - - - - (47627) (47621)
Other liabiiies gt - - - - - - (6,549) (6,549)
Total liabities BE (1,428) (1) (874,815) (2,962) 3 (879,265) (154,381)  (1,033,666)

As at 31 December 2014 R-Z—WE+—A=+—H
Financial Information
Trading Forestry service Technology
business business business business Total Unallocated Group Total

HKS 000 TER B5%% iR RBBER  AIRERR fif IR KEER
Segment assefs APEE 14,858 29023 3,762 55,396 103239 - 103239
Cash and cash equivalents ReRReSHEER - - - - - 29249 29249
Other assets AfhE - - - - - 10411 10411
Total assets HEEE 14,858 29023 3762 55,596 103,239 39,660 142,899
Segment liabilties P8k (385) (84) 9 (3,882) (4,360) - (4,360)
Convertble bonds aRER = = = - - (87,803) (87,803)
Promissory notes RRZE - - - - - (44291) (44.291)
Other liabities EafE = = - - - (2983) (2983)

Tota labltes BEEE (365) (&) 0) (3882) (4.360) (136071) (139431)
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5. SEGMENT REPORTING (Continued) 5. ZEEE@
Geographical information B pER
(a)  Revenue from external customers @ RENEESZBWA

Year ended 31 December

BEt+t-A=1t—-HLEFE

2015 2014
—E-HF —T—mF
HK$’000 HK$'000
FET FAT
Hong Kong B8 99,546 69,877
Mainland China FR B A e 31,852 -
131,398 69,877
The revenue information is based on the location of the UG A BB T AR P ERfEH A ©
customers.
(b) Non-current assets (b) FEREEE
As at 31 December
R+=—A=+-—8
2015 2014
=2-1% —T—pE
HK$’000 HK$’000
FET FHT
Indonesia HE - 29,000
Hong Kong B 4,851 43,789
Mainland China Hp B K e 990 -
5,841 72,789
The non-current asset information above is based on the L IERBE EE R I B EFTEH

location of assets. RIS ©
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5. SEGMENT REPORTING (Continued) 5  DEEmE@
Information about major customers FERFZ2ER
Revenues from customers contributing 10% or more of the total sales REHAREBHEBTEERN0%I A EEF 2
of the Group are as follows: WALNT :

Year ended 31 December

BE+T-A=+—HLEFE

2015 2014
—E-EF —T—mE
HK$’000 HK$'000
FHET FHT
Customer A — revenue from trading business B FA— KB EB 5% 2 A
— Hong Kong — 55 - 19,800
Customer B — revenue from trading business ~ EFB— B &5 %K 2 A
— Hong Kong —&BH - 14,128
Customer C — revenue from trading business ~ ®FEC— KB E F %2 WA
— Hong Kong — B 19,411 =

19,411 33,928




MERDEKA FINANCIAL SERVICES GROUP LIMITED BEZLEREEEERA T

Notes to the Financial Statements

MR EME
31 December 2015
—ET-—hF+=-A=+—H

WA R E b A

WAREAEEER(TIREERENRE ST
&) 2 BZHE - FriRtIRG 2 BERER
BRIGERTIS Z BN o WAREMBAZ 51T

6. REVENUE AND OTHER INCOME 6.

Revenue represents the net invoiced value of goods sold, after
allowances for returns and trade discounts, the value of services
rendered and interest income from financial services business during

the year. An analysis of revenue and other income is as follows: s
2015 2014
—E-EF —E—E
HK$’000 HK$'000
T FHT
Revenue: WA
Revenue from trading business BHEE A 93,141 53,200
Revenue from information technology business &R F 274 2 A 5,535 16,281
Revenue from financial services business & BARIEZETS 2 WA 32,214 396
Others HAtb 508 =
131,398 69,877
Other income, other gains and losses HAWA - s RER
Interest income on bank deposit RITIFRZ B 100 175
Gain on early redemption of convertible bonds 25 & Bl A % &5 2 Yz - 2,752
Gain on fair value upon extension of ERAMRESEZ
convertible bonds NEEERR - 39,480
Gain on bargain purchase arising from W — M B A R EE A AR (B
acquisition of a subsidiary BB W 2,231 -
Loss on early redemption of promissory notes {2 075 H ik 2 E18 (2,549) (388)
Fair value change of other financial assets HitemEEC AT EEE - (1,748)
Loss on promissory notes arising on set off R 8H L fth & Rl & EE E A AR R AR
against other financial assets =gt (464) =
Sundry income IR 476 34
(206) 40,305
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7. FINANCE COSTS 7.  EERE
2015 2014
—E-RE —E—UFE
HK$’000 HK$'000
FHET FET
Imputed interest charge on convertible bonds A #af& (&5 > {f & H S5 52
(note 1) (PF3E1) 12,402 12,820
Imputed interest charge on promissory notes  7# i Z=i& 2 (HE | S F X 3,317 1,489
Coupon interest charge on promissory notes 7 i, Z#5 7 B Z & 658 738
Interest charge on bank borrowings RITIERR S 18,480 39
Interest charge on finance lease obligation RS T E AT 2 F BB
(note 2) (PtzE2) 141 25
34,998 15,111
Less: interest charge on bank borrowings W ETAEERAZ
included in cost of sales RITIERR S5 2 (18,480) =
16,518 15,111
Notes: BEE
(1) The charge represents the imputed interest on the liability component of (1) ZAXEAFEARRESAEESS 2
the convertible bonds for the year. HARE -
(2) Interest on financing the acquisition of motor vehicles. ) W TERE 2 IR
8. LOSS BEFORE TAX 8. KRBiAIER

The Group’s loss before tax is arrived at after charging:

R BRI BRI BB IRASHRR TF IR B REE

2015 2014
=F-1% —F
HK$’000 HK$'000
FET FHT
(a) Staff costs (including directors’ (a) BIXA(BREEZME)
emoluments):
Salaries, wages and other benefits e TEREMEF 9,019 7,002
VAR e 45 5 A (B 5 B AR
Equity-settled share-option expenses X 26,400 -
Pension scheme contributions RINEETEIfER 163 199
35,582 7,201
(b) Other items: (b) EAIER :
Auditors’ remuneration TZ SR NS
— Audit services — 2R TS 720 628
Depreciation of property, plant and Y - BB REETE
equipment 1,831 1,241
Operating lease payments PAEYEZIKERE
in respect of office premises VBN 2,384 1,475
Loss on disposal of property, HEWE  BEREEY
plant and equipment fE18 13 15
Impairment of inventories FERE 113 390
Written off of inventories FEMER 1,249 =
Written off of bad debts RERHM AR 2,233 -
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9. DIRECTORS’ EMOLUMENTS 9. EEM<e
The remuneration of directors during the year were as follow: FNESHSIOR
2015 2014
—E-HF —E—UFE
HK$’000 HK$’000
FET FH&T
Executive directors: WITES
Fees e - -
Other emoluments: HEfbfg -
Salaries, housing allowances, other e FEERL - HMERER 3,000 2,100
allowances and benefits in kind EFe=
Pension scheme contributions RN RN 23 17
Equity-settled share option expenses PARR A B SE R AR A 2 13,596 =
16,619 2,117
Non-executive directors: IENITES -
Fees e 110 120
Other emoluments: E M -
Salaries, housing allowances, other e BEEA - EfEEh K - -
allowances and benefits in kind BEWHE
Pension scheme contributions BN ETEMHR - -
Equity-settled share option expenses LARSAE 4 Y (B S AR RS2 1,133 =
1,243 120
Independent non-executive directors: BN IEITES ¢
Fees e 360 360
Other emoluments: EfiE -
Equity-settled share option expenses VARREEAE & A8 ST BB AE R = 339 -
699 360
18,561 2,597

During the year ended 31 December 2015, all directors were granted

AFE+—_A=1+—HILFE ' FiF

EERBEARFELERIE BBRERALE
B 2 RSB REROE - BTiERED
REHE ARE - ZFE@TBREAHEED
RIRHE BETE - MARSEENESTAR

share options in respect of their services to the Group under the
Company’s share option scheme. The share options have been vested
upon the date of grant. The fair value of such share options was
determined as at the date of grant and the amount charged as directors’
emoluments in profit or loss.

During the year ended 31 December 2014, no share option was REBEEZT—NE+-A=1+—HILtFE ' I
granted. R MR STREAREE -
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9. DIRECTORS’ EMOLUMENTS (Continued) 9. EEM=w
(@) Independent non-executive directors (@ BAEHITES
The fees paid to independent non-executive directors during the FARNBEVIETES 2EST ¢

year were as follows:

Equity-settled

share option Total
Fees expenses emoluments
LRSS Y
e EBLEABRERX sz
HK$’000 HK$’000 HK$’000
FHET FET FET
2015: —E—-HF:
Ng Kay Kwok RIAE] 120 113 233
Yeung Mo Sheung, Ann BRI 120 113 233
Yip Kat Kong, Kenneth 25T 120 113 233
360 339 699
2014: T —O4F
Ng Kay Kwok RAAE] 120 - 120
Yeung Mo Sheung, Ann [PEYG 120 - 120
Yip Kat Kong, Kenneth 25T 120 = 120
360 - 360
(b) Non-executive director (b) FEHITES
Equity-settled
share option Total
Fees expenses emoluments
BURREREE
BB
2k R [0 et
HK$'000 HK$'000 HK$000
FHET TAT FET
2015: —E—RF:
Wong Chi Man X 110 1,133 1,243
2014: —ET 5 :

Wong Chi Man =X 120 - 120
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9. DIRECTORS’ EMOLUMENTS (Continued) 9. EEM=w
(c) Executive directors () HITE=
Salaries,
housing
allowances,
other
allowances Pension  Equity-settled
and benefits scheme  share option Total
Fees inkind  contributions expenses  emoluments
e
FEER DR E
Hi2E R Bk MR S RE AT
e BYRIE FHEIf e E&zE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT T THET THT FHT
2015; —E-EHE:
Cheung Wai Yin, Wilson RKEE - 2,300 5 11,330 13,635
Lau Chi Yan, Pierre 218 - 700 18 2,266 2,984
- 3,000 23 13,596 16,619
2014: —EeE
Cheung Wai Yin, Wilson RIEE - 1,400 - - 1,400
Lau Chi Yan, Pierre 2B - 700 17 - 77
- 2,100 17 - 2,117
There was no arrangement under which a director waived or agreed REE—T—AFR_T—NF+_A=1—
to waive any remuneration during the years ended 31 December 2015 HIEFE - WREH BT EENELRE
and 2014. HEAEABE 2 224 -
During the years ended 31 December 2015 and 2014, no emolument REE_T—AFR=-T—NF+=_A=1—
was paid by the Group to the directors as an inducement to join or upon HIEFE - NEEBIERES I AE - DAME
joining the Group or as compensation for loss of office. FAREE A IIAR S B Ak fEAHE

BB (E o
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LERSFMES

RER AEZREHMEEREMRE(=ZE
—NF - MB)ESE - BHE_T—RF+=A
=t+—BHIEFEE  E#f=R(CT—NmF: =

10. FIVE HIGHEST PAID EMPLOYEES 10.

The five highest paid employees during the year included 2 (2014: 2)
directors. Details of the emoluments of the remaining 3 (2014: 3) non-
director, highest paid employee for the year ended 31 December 2015

are as follows:

) EEHNGFEFRE MBI

2015 2014
—E-AfF —EE
HK$’000 HK$'000
FET FAxT
Salaries, allowances and benefits in kind e SRR EYFR 2,075 1,660
Pension scheme contributions RIS FTBIHER 42 44
Equity-settled share option expenses VARG AS & BB SR AR S 4,532 =
6,649 1,704

The emoluments of the three (2014: three) individuals with the highest Z=B(ZF—F : =R)Eaa AL Z 5

emoluments are within the following bands: NFUATEE -

2015 2014
—E-RF —E—UE
Number of Number of
individuals individuals
HK$ BT AE AZ
Nil — 1,000,000 221,000,000 1 3
2,500,000 — 3,000,000 2,500,000%3,000,000 1 -
3,000,001 — 3,500,000 3,000,000%3,500,000 1 -
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11. INCOME TAX 1. FrEH
Hong Kong Profits Tax was calculated at 16.5% (2014: 16.5%) on the MIEEE 2 BEBREB RN EBEE A
estimated assessable profits arising in Hong Kong for both years. The ST R B E916.5%( —Z—PU4 : 16.5%)
PRC enterprise income tax has been provided at the rate of 25% (2014: ETHE o REIBFEMERIR25% (=T —M04F
25%). Taxes on profits assessable elsewhere have been calculated at 25%) Z B REHER M o Aot B FERAUE A
the prevailing rates of tax based on existing legislation, interpretations ZTRERERNIRITER) - RN ERIERITH
and practices. TEAH o
2015 2014
—B-HF —E-F
HK$’000 HK$'000
FER FAxT
Hong Kong profits tax: BBHIGH
— current year —RFE - 640
— under provision in prior years —BEFERETT 1,828 =
PRC enterprise income tax: FREIZEFTISHR -
— current year —RFE 2,176 =
4,004 640
The tax charge for the year can be reconciled to the loss before tax FEEHRIBES H A EEARA R R ENB AT
using the statutory tax rate for the respective tax jurisdictions in which MR BFiiE B A B ER AT R E ARG
the Company and its subsidiaries are domiciled is: HATEREROT -
2015 2014
—B-HF —T—mE
HK$’000 HK$’000
FHET FHIT
Loss before tax BBt E S (119,388) (180,099)
Tax at the applicable tax rate RERT T ENTIR (19,699) (29,703)
Income not subject to tax BEARBHA (6,354) (18,797)
Expenses not deductible for tax purpose Ik il53 17,578 47,041
Tax losses not recognised R IEEE 10,066 2,096
Effect of different taxation rates of other countries HMBERNRIFIR 2 2 585 =
Tax under provided TRIBRETE 1,828 3
Tax charge at the Group’s effective rate BAEEBREHREAE 2 HIAH 4,004 640
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12. DIVIDEND 12.

No dividend has been paid or declared by the Company during the year
(2014: Nil).

13. LOSS PER SHARE 13.
The calculation of basic loss per share is based on the loss attributable
to owners of the Company and the weighted average number of

ordinary shares in issue during the year.

The calculation of basic and diluted loss per share is based on:

IE

RS - ARTLBRENERRE (T
P 4R ©

ThRER
SREARIRTYIREA R SEIA AR
BRRENB TR IR TR -

BEEARREEEIRTRBIA TSIRIE

2015 2014
—F-1F —TmF
HK$’000 HK$'000
FHET FAT
Loss -]
Loss attributable to owners of the Company usedin ~ F{EsTESREAEIE Z AN F]
the basic loss per share calculation IR ARG EE (124,944) (172,225)
Number of shares (thousands)
RAEE (TAR)
(Restated)
(2%1)
Shares i)
Weighted average number of ordinary shares FREETEERIETIEE
in issue during the year 1,010,395 500,427

No adjustment has been made to the basic loss per share amounts
presented for the years ended 31 December 2015 and 2014 in respect
of a dilution as the impact of the convertible bonds and share options
outstanding had an anti-dilutive effect on the basic loss per share.

The calculation of the basis loss per share for the prior reporting period
have been restated as a result of the open offer effected on 10 August
2015.

2T —RFR T —NF+ A =1+—H
LIEFE - AR TER AR ES R BT
b AR R AR R B s R e - Rt A
HZEFE 2 BRANGESHAEH A RS
HIFHEE o

BEREHEEREABEZAERR=-F
—HFENATRERZ AFREEEET -
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BRSBRBEEERAA

14. PROPERTY, PLANT AND EQUIPMENT 14. % - BENRE
Computer
Leasehold and office Motor
improvements equipment vehicles Total
HENE E)4
% BRAERE RE A&t
HK$'000 HK$'000 HK$000 HK$000
TET THET THET FET
Cost: B :
At 1 January 2014 RZZ—mFE—A—H 744 780 276 1,800
Addition BE 35 519 4,221 4775
Disposal and written off T R - (17) - (17)
At 31 December 2014 and at R-B-ME+-A=t—-HARK
1 January 2015 “T-HF—A—H 779 1,282 4,497 6,558
Addition BE - 269 1,606 1,875
Acquisition of subsidiaries YeEEf B A A) 943 125 - 1,068
Disposal and written off HE RHER (24) - - (24)
Exchange realignment o (14) (8) 7 (29)
At 31 December 2015 R-E-RF+=-A=1+—-H 1,684 1,668 6,096 9,448
Accumulated depreciation and ZEMERAE
impairment:
At 1 January 2014 R=ZE—NF—A—H 203 191 161 555
Provided for the year FERE 414 571 256 1,241
Written back on disposal HERRED - @) - ()
At 31 December 2014 and at RIZE-WE+-A=+—HK
1 January 2015 —2-R%F—F—H 617 760 47 1,794
Provided for the year FERE 284 432 1,115 1,831
Written back on disposal HERE 1) - - (1)
Exchange realignment B 5 AR (6) (1) - (7)
At 31 December 2015 R=B-HAF+=A=1—-H 884 1,191 1,532 3,607
Net carrying value: REFE
At 31 December 2015 R-B-HEF+=-A=1+—-H 800 477 4,564 5,841
At 31 December 2014 RZZ—WE+-A=1—H 162 522 4,080 4,764

The net book value of the Group’s motor vehicle includes an amount
of HK$4,397,000 (2014: HK$4,020,000) in respect of assets held under

finance leases.

ALEAEZ REMERERERATERENEE
4,397,000/ 7T(—F— VU4 : 4,020,0007T) ©
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15. FOREST CONCESSIONS
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15. FHRMA4SEFRE

2015 2014
—g-n% —z—mF
HK$’000 HK$'000
FET FHT
Cost: RS
As at 1 January and 31 December R—A—BEk+=—A=1+—H 833,801 833,801
Accumulated amortisation: Rt -
As at 1 January and at 31 December R—A—BEk+=A=+—H (3,990) (3,990)
Accumulated impairment: H5HRE :
As at 1 January R—H—H (800,811) (630,000)
Impairment for the year FRRE (29,000) (170,811)
As at 31 December R+=—A=+—H (829,811) (800,811)
Carrying amount: BREE !
As at 31 December R+=ZA=+—H - 29,000

Amortisation is charged on a unit of production basis over the estimated
useful lives of forest concessions.

The Group acquired certain forest concessions in the Papua Province
of Indonesia through acquisitions of subsidiaries. The forest concession
rights cover the entire forest area of 313,500 hectares. This is a long
term licence which allows logging, land clearing and plantation of oil
palm trees.

In February 2016, the Company obtained an updated legal opinion
and legal confirmation letter from Adi Prasetyo & Partners Law Firm,
which confirmed that the location permit has been legally granted by the
Head of Mimika Regency to the Company for allocation of forest areas
in aggregate of 313,500 hectares, located in the Mimika Areas. The
plantation business licence has been legally granted to the Company
by the Governor of Papua, Indonesia. As such, the Company is legally
permitted to carry out land clearing activities and to develop oil palm
plantation business, including but not limited to carrying out felling,
logging and harvesting of trees, and plantation activities within the
Mimika Concessions Areas.

The Company commenced the process to apply to the National Land
Agency for land use right to establish the right to use of land area for
oil palm plantation activities according to plantation business licence
or Governor Decree 35/2009. The legal opinion mentioned that as
the Company has obtained all the licences and permits to carry out
logging, harvesting and plantation activities, the application for land
use right registration is merely a procedural matter. The land use
right registration is relevant only to the plantation activities and is not
required for the logging and forest clearing operations. It is expected
that there will not be any legal impediment.

R DA EE BB B E RN R 2 (AT AT
(R HAFORR -

AREEF BRI B A FIEUSAIRENE B e
BE TN - NS TR B S EmE
A313,500 A 2 Frbk o Il A —IE R ARREAR -
REMER - BRI AR AR

MRZZE—RF A » NAFHYSAd Prasetyo
& Partners Law Firm& # A A2 = R MR g
RE - EARAMImkatTHRERE & /ERANA A
BFHEAIAMimikalEETE A ££313,500AL8
AR BEETRIE - MEEEmMEERES
EER T AN BB o Bt - ANARE
HEEAMImikaBR (5 5T R A& VR EST 7 B
HhZETS R R AR IR 275 (B IR B TR AR
X~ ARRIEIGIA) « ARBIEZER o

AARRREEEBKETAERERES
2009 4F 355 2 [ 1A [A] B - B2 A 55 - b 15 F3
P - DAREN(E A T T B TR R A B o 4
R o KRB RRY - ERAATIEEVSH#ETK
R~ W N AR EED 2 P R R KR AT R
ZLFEREER  REEBETFEMD c 2Lt
s PR 2 B BB AN EEEE) - (AR F
RIS B A RERL - Bt - TEEE T~
BEEDEEERE -
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15.

16.

AFE+=—A=+—H

FOREST CONCESSIONS (Continued) 15. HMISETRE(E)
In 2014 and 2015, as the result of the unexpected delay of production R=Z—NFER=—F—HF - ARAIHERE
due to communal conflicts and caused riots at the vicinity, the Group ?";.B/“@I &%@‘LM?X%E:IHZQI\ZEIXL
carried out a review of the recoverable amount of those concessions R ANEE IR X SRR AR S 2 A
and related equipment. These assets are used in the Group’s forestry W EleEE - ZEEEJIRRAER 2 MRFER
business reportable segments. The recoverable amount of the relevant AREDER o HBRIEE 2 I EISRE TR AT
assets has been determined on the basis of their fair value less cost BERIHEAREE] © Itol - ASEE L
to sell. In addition, the Group engaged Roma Appraisals Limited, AEEWERE 2B A ERBEEGHEMES
an independent qualified professional valuer not connected with the BIRRETHE A PR A RIS T 2 A BB
Group, to value the fair value of the forest concessions. The fair value TG - R=ZE—RF+—-_A=+—H  ZR®
of the forest concessions as at 31 December 2015 was approximately W AERES AT E 7 BN R AT BEY AT
HK$NIl (2014: HK$29 million) based on the income based approach. BT (ZZ—MU4E : 29,000,000/7T) ° R=F
The discount rate adopted was 19.59% as at 31 December 2015 (2014: —RF+ZA=1+—H FIFEBEZEEE
21.06%). 19.59%(=ZF—I94F : 21.06%) °
The review led to recognition of an impairment loss on forest BRERAERZNETEREEE
concessions of HK$29 million which has been recognised in the profit 29,000,000/ 7T + HERIE=ER(ZZ—M
or loss (2014: approximately HK$170.8 million). £ : #9170,800,000/87T) °
GOODWILL 16. BHE
2015 2014
—E-HF —mF
HK$’000 HK$'000
FET FAT
At 1 January A—A—H 34,000 6,341
Acquisition of a subsidiary (Note 41) Was—rRIFE A m) (fdaEa1) 3,159 44,178
Impairment BB (37,159) (16,519)
At 31 December Rt+t=—A=+—H - 34,000

Goodwill acquired through business combination has been allocated to
the information technology segment.

The Group performed its annual impairment test for goodwill allocated
to the information technology segment cash-generating-unit by
comparing its recoverable amount to its carrying amount as at the
end of the reporting period. The recoverable amount of the cash-
generating-unit is determined based on value-in-use calculations.
These calculations used cash flow projections based on a five-year
financial budget approved by management. Cash flows beyond a five-
year period approved by management have been extrapolated with an
estimated general annual growth of not more than 3% for a five-year
period. The discount rate used of for the year ended 31 December
2014 and 2015 was 8.3% reflects specific risks related to the segment.
At the end of the year 2015, the Group’s goodwill was impaired by
approximately HK$37,159,000 (2014: HK$16,519,000). The directors
consider the major factor contributing to the impairment of the goodwill
relating to the information technology cash-generating unit was that a
decline in demand.

BREBHEHIREZBEE OEEEARED
2o

AEEL RO FEMEHE D SRS EA N
2 BRI El SRR E RS BIR 2 BREE

HEEETEERE - iﬁé@iﬁfja’ﬂ
eI SR RIEEREEE A AETE - %5
SHEAERREE R EN A ENETES
FERESMETEN - LEIEEHERFRALAIMNG
REmETIAGE —RFIE R R BB3%H
AFHEHEE - HE T NFELR T —ARF
+ = A=1+—HIEFEAIRANS.3%IIR =
RBREZ S EEBANSERR - R=F—Hh
FFELR - NEE 2 FERIEAI37,159,00075 7T
(ZZ P04 : 16,519,000/7T) - EE:RA
BN AR SR BIR S EE BN 2 BB
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17. AVAILABLE-FOR-SALE INVESTMENTS 17. TOHHERE

Available-for-sale investments comprise: AIEEHERE ZBRED T

2015 2014
—E-HF =g
HK$°000 HK$'000
FHET FHT
Unlisted investments FEHRE
Equity securities, at cost (Note 1) [RAFS - AR AE () 800 =
Unit trusts, at fair value (Note 2) BT - R AFEE(M2) 7,761 =
Debt securities — Debentures, at cost (Note 3) B HH — B - RAANME(KTES) 1,475 =
Total I 10,036 -
Analysed for reporting purposes as: BHEB WD
Current assets e EE - -
Non-current assets EmBIARE 10,036 =
10,036 =
Note 1: The equity securities with a carrying amount of HK$800,000 (2014: MizE1 © ZARAE FEREE A800,000%8 T (=%
HK$Nil) represent the Group’s interest in an unlisted equity securities —PUEF - THT) - BEASEREREFE
issued by a company incorporated in Hong Kong, which are measured MKz ARIFTEITIE ERAF H 2 1
at cost less impairment losses. The directors of the Company are of = RERAEHIRREEERE - A2
the opinion that the fair value of the investments in the equity securities AIEERA RRABHF 2REZATE
cannot be measured reliably because the probabilities of the various BETREAI SRt 8 - [REREEIANZ @
estimates within the range cannot be reasonably assessed and used in 2 AT RE MR B AT A EER TS BT
estimating fair value. AR o
Note 2: The amounts represent an investment of unit trusts in the PRC, MizE2 : ZEBERPREALETEZRE @ T
which was measured at fair value at the relevant periods for recurring B 22 BRPRANEATFEEE - 7]
measurement. The valuation technique of available-for-sale investment I ERE 2 HERETABEEEFE
was based on share of net assets. 2 B REE o
Note 3: The debenture securities with a carrying amount of HK$1,475,000 MizES « RZfEHEEARA(EA1,475,0008 (=2 —M

(2014: HKS$Nil) represent the Group’s interest in unlisted zero coupon
debentures issued by companies incorporated in Hong Kong, which are
measured at cost less impairment losses. The directors of the Company
are of the opinion that the fair value of the investments in the debt
securities cannot be measured reliably because the probabilities of the
various estimates within the range cannot be reasonably assessed and
used in estimating fair value.

F I - IEARERNER B EMAKIL
ZRABIFTEITIE LT B ERER 2 s
THERAMEHRREREE - AREE

R NEBEZZREZATFEED
RERISERt 8 - RAABENAS @GR
ATREMEN R A FEER TR A TR &
6F -
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17. AVAILABLE-FOR-SALE INVESTMENTS (Continued) 17.  AIEHERE@)
The available-for-sale investments are denominated in the following AT I EIE TS EHE
currencies:
2015 2014
=2-1% — Ll
HK$°000 HK$’000
FHET FHIT
Hong Kong dollar BT 2,275 -
Renminbi AR 7,761 =
10,036 -
18. OTHER FINANCIAL ASSETS 18. Hfbhem&EE
The movement of profit guarantee was as follows: SEAREE < EBIEHBIAT ¢
2015 2014
—2-af TPy
HK$°000 HK$'000
FET T
At 1 January n—A—H 5,025 =
Acquisition of a subsidiary (note i) L — M A B (B i) - 6,773
Set off against promissory note PSR 2 (5,025) -
Fair value change NHEEEE - (1,748)
At 31 December (note ii) R+=A=+—8 (Fi=i) - 5,025

Other financial assets represents profit guarantee arising from H A< B & EE 5 URBEEver Hero Group Limited

acquisition of Ever Hero Group Limited (“Ever Hero”), together with its ([Ever Hero] * 2RI EMIE AR - #78 [Ever

subsidiaries, collectively the (“Ever Hero Group”) during the year ended Herof & | ) &A= — T — E$+_)EJ =+—H

31 December 2014. IFFEEENIRE

Notes: FfEE -

(i) Pursuant to the sales and purchase agreement, the profit guarantee for i) *Eﬁﬂjﬁ&ﬁﬁﬁﬁz’;% Ever Herot= & 2.
Ever Hero Group’s total net profit before tax and before extraordinary T NIRE REE =FERZT—MEF

(ii)

items for the years ended 31 December 2013 and 2014 shall not be
less than HK$5,000,000 and HK$8,000,000 respectively. In the event
of guaranteed profit cannot be met, the shortfall amount will set off
against the principal amount of promissory note. The fair value of profit
guarantee of Ever Hero Group was approximately HK$6,773,000 at
date of acquisition based on valuation performed by Castores Magi
Asia Limited, an independent professional qualified valuer, by using a
binomial model.

During the year ended 31 December 2015, approximately
HK$5,025,000 of profit guarantee was set off against the promissory
note which was issued upon the acquisition of Ever Hero Group. The
carrying value of profit guarantee of Ever Hero Group for the year ended
31 December 2015 was approximately HK$Nil, (2014: HK$5,025,000,
which was approximate to the shortfall amount for the year ended 31
December 2014).

+=A=+— Euti}* BRI EIEE
A 45 71 4258 5 Bl 1~ 4> 72 5,000, 000/%71:&
8,000,000/ 7T ° fis{RFE @A T BEES] -

RS AN IR A - W&zﬂ%a
Hj + Ever HeroSsEs AI{R7E 2 ATHEBEL
/56,773,000 7T * IERBY BEEEK

HEME2EMNERA Rl B RE
1I2{&E »
(ii) HE_Z—AF+-A=1+—HIFE -

#95,025,0007% 7T FI AR 78 B K 5 A 4R BB
Ever Hero%l&?éﬁﬂ’ﬁﬁﬂm?}fx HE

—HF+ZA=1+—HILFE ' Ever
Hero%lﬂ%umﬁﬁ“'lzﬁﬁﬁﬁé’ﬂ% AT (=
T—U4F : 5025000457 © HEEZT
—MFE+=—A=+—BIFEZTRHEE
i)



ANNUAL REPORT #3# | 2015

Notes to the Financial Statements

MR EME
31 December 2015
—E-—RFTZA=+—H

19. INTERESTS IN SUBSIDIARIES

Particulars of the principal subsidiaries are as follows:

Place of
establishment/

19.

Nominal value of
issued ordinary/

R A Rl R

BEREEMBARZFHENT

Percentage of

incorporation and registered equity attributable
Name operations share capital to the Company Principal activities
3L/ G L BRAZER/ KD EERE
£ RgELE HMRAEE BRESM ITERK
Directly  Indirectly
E# 5k
Atbinary (Holdings) Limited Hong Kong 1 ordinary share of - 100 Information technology
HK$1 business
R (ER) AR 0 1REREEIETL ERRES
gl
End User Investments Limited BVI 29,706,179 100 - Investment holding
ordinary shares
of US$0.1 each
RREAHES 29,706,179f% RERR
BREME01ET
ZEBR
End User Technology Limited BVI 100 ordinary shares - 100 Investment holding
of US$ 1 each
RERAES 100 B REEIET RERR
LER
Ever Hero Group Limited BVI 1 ordinary share of = 100 Investment holding
of US$1
ERBUHS 1RERAEIZTL REZMR
Gold Coin Development Limited Hong Kong 1 ordinary share - 100 Investment holding
TRERER AR of HK$1
B 1REREEIETL REER
LER
Hang He Financial Lease (Shanghai) PRC RMB139,572,278 - 56.97 Financial leasing
Company Limited*
BEAREES(LE)BRAR HE AR¥139,572,2787C RAHS
|deal Magic International Limited Hong Kong 10,000 ordinary - 100 Investment holding
shares of HK$1 each
HERRERAR &R 10,000 F R A (E REER
18T LRk
M Technology Limited Hong Kong 1 ordinary share - 100 Information technology
of HK$1 business
B 1RERAEIETL BB ES
ERR
Mega Wealth Investments Limited Hong Kong 100 - 100 Investment holding
ordinary shares of
HK$1 each
FHRERRAA 0 100 B REETETT REER
LER
Merdeka Finance Limited Hong Kong 1 ordinary share of = 100 Finance and money
HK$1 lending business
BEERARAR Bk 1REREEIET RMELRBERS
ZEBR

*  For identification purpose only £ {5
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19. INTERESTS IN SUBSIDIARIES (Continued)

19.

TP S 1 B MRS (480

Place of Nominal value of
establishment/ issued ordinary/ Percentage of
incorporation and registered equity attributable
Name operations share capital to the Company Principal activities
/SRR BRALER,  ALIEERA )
a8 REEE® afRAEE BREAM TEXK
Directly  Indirectly
B B
Merdeka Resources International Limited Hong Kong 100,000 ordinary shares - 100 Trading business
of HK$1 each
EEERERERAR i 100,000 B HREE BHEH
1T LR
Merdeka Resources Trading Limited Hong Kong 100 ordinary shares - 100 Inactive
of HK$1 each
0 100l GREETET TihRE
ZEBR
Merdeka Timber Group Limited BVI 12,000 ordinary shares 100 - Investment holding
of US$1 each }
KERLES 12,008 SBEE RERR
1ETZ LR
Merry Fortune Holdings Limited BVI 1 ordinary share 100 = Investment holding
of US$1
EREUHS 1RERABEIZTL REER
il
Mian Yang Heng Da Information PRC RMB5,000,000 - 60 Information technology
Technology Limited _ business
RHEEERRRERAR e AR #5,000,0007 BAREER
Netgenii Technology Limited Hong Kong 1,000 ordinary shares - 95 Information technology
of HK$ 1 each business
BREREERAR B 1,000 BHRAE1ET BB ES
EER
Prestige Gold Limited Hong Kong 1 ordinary share - 100 Investment holding
of HK$1
TERERRT BE 1REREEIET REER
ZEER
PT. Merdeka Plantation Indonesia Indonesia 5,000,000 ordinary - 95 Plantation and forestry
shares of US$ 1 each business
B 5,000,000/ BHEEHALH
BREE1ZT EBR
PT. Merdeka Tapare Timber Indonesia 500,000 ordinary - 65 Forestry business
shares of US$1 each
Efe 500,000 &R EE HARH
(ETPA L
Source Easy Limited Hong Kong 10,000 ordinary shares - 100 Trading business
of HK$ 1 each
RHBERAA 0 10,0005 R E(E BHEH
1T LR

The above table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results for the year or
formed a substantial portion of the net assets of the Group. To give
details of other subsidiaries would, in the opinion of the directors, result

in particulars of excessive length.

*  For identification purpose only (£

EERR - LRSI 2 ARFHBARER
FERNFEXEIBNAEEEEFENEAN
o - EERR - RHEMMB AR ZFER

BHERREENIUE -
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19. INTERESTS IN SUBSIDIARIES (Continued) 19. KB TER @

TRINE R EAFEA S ([ IR g
& )2 IFREMBRRRER

The following information relating to non-wholly owned subsidiaries that
have material non-controlling interests (“NCI”).

The summarised financial information represents amounts before IS ERMEE 25 RIS SRS o
intercompany eliminations.

Netgenii Technology Limited BERFEERAR
2015 2014
—E—FE —ZT—JuF
HK$’000 HK$’000
FHT FBT
At 31 December ®+=—A=+—H
Non-current assets IEMENEE 39 67
Current assets MBNEE 14,461 17,762
Non-current liabilities JEREEE - =
Current liabilities mBAE (1,670) (2,651)
Net assets BEHME 12,830 15,178
Carrying amount of NCI FEIEA i A 642 759
Year ended 31 December BE+-A=1+—HIFE
Revenue WA 4,101 11,082
Expenses 53 (6,450) (9,744)
(Loss)/profit for the year RNEE(FIR) & (2,349) 1,338
(Loss)/profit attributable to NCI FEIRRAE RS E(E (B518) S (117) 67
Net cash flow from/(used in) UTNESESE(FiR)Rem=F8
Operating activities KRR (1,915) (489)
Investing activities BATEED - (67)
Financing activities BEEE) - 704
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19.

INTERESTS IN SUBSIDIARIES (Continued) 19. REHEARER @)
PT Merdeka Plantation Indonesia
2015 2014
—E-FfF —E—UFE
HK$’000 HK$’000
FET FH&T
At 31 December W+—-—A=+—H
Non-current assets IEmENEE - =
Current assets MBEE 4,404 4,417
Non-current liabilities JERENEE - -
Current liabilties FEaE (35,112) (35,110)
Net liabiliies BERE (30,708) (30,693)
Carrying amount of NCI FEE R R (E (1,535) (1,535)
Year ended 31 December BE+-A=1t—HBIEE
Revenue WA - 1
Expenses Fxx (15) (784)
Loss for the year NEEEIE (15) (783)
Loss attributable to NCI RS IR (IR () (39)
Net cash flow from/(used in) INNEEELS (TR BRSREFE
Operating activities EEE) (13) (25)
Investing activities TEEE - =
Financing activities BEES - =
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19. INTERESTS IN SUBSIDIARIES (Continued) 19. KB TER @

PT Merdeka Tapare Timber

2015 2014
—E-FfF —E—UFE
HK$’000 HK$’'000
FHT FHBT
At 31 December Bt+—A=+—H
Non-current assets ERENEE - -
Current assets MBEE 659 667
Non-current liabilities EREBBE - =
Current liabilities mENAE (20,445) (20,453)
Net liabilities & EHE (19,786) (19,786)
Carrying amount of NCI FEIEAR I E A (6,925) (6,925)
Year ended 31 December HEt+t-A=1T—HLFE
Revenue A - -
Expenses 53 - 3)
Loss for the year RNEEEE - @)
Loss attributable to NCI IS (IR - (1)
Net cash flow from/(used in) NEEELS (TR BRSREFE
Operating activities K EHEED (8) 2
Investing activities B IEED - =

Financing activities BEES - =
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19. INTERESTS IN SUBSIDIARIES (Continued) 19. REHEARER @)
Mian Yang
Heng Da
Information
Technology
Limited
BIEEERER
REERATE
HK$’000
T
At 31 December 2015 R=E—RF+=-A=1+—H
Non-current assets IEREEE 80
Current assets RENEE 1,980
Non-current liabilities EREBE -
Current liabilities mEIaE (257)
Net assets BEFE 1,803
Carrying amount of NCI RS E(E 71
Year ended 31 December 2015 HE_Z-—hF+T-_A=1T—HItFE
Revenue A 508
Expenses sz (2,314)
Loss for the year AEEZEE (1,806)
Loss attributable to NCI IR R (DS TE (722)
Net cash flow used in AN EEIFTRE & mE F58
Operating activities IEE (2,049)
Investing activities KEES) (21)

Financing activities BEES -
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19. INTERESTS IN SUBSIDIARIES (Continued)

19. KB TER @

Heng He
Financial Lease
(Shanghai)
Company
Limited
B EEE
(BB BRAT
HK$°000
FHET
At 31 December 2015 RZE—RF+=-A=1+—H
Non-current assets IEREEE 444,268
Current assets RENEE 517,816
Non-current liabilities IERBA S (477,600)
Current liabilities mEIaE (397,204)
Net assets BEFE 87,280
Carrying amount of NCI FEFER R E (B 37,520
Year ended 31 December 2015 HE_T-—AFt+-_A=1t—HIFE
Revenue WA 31,821
Expenses 53 (23,469)
Profit for the year F N A 8,352
Profit attributable to NCI PR R IR S R A 3,590
Net cash flow from/(used in) U TEBESE/(FTA)Re = FaE
Operating activities EER 165,657
Investing activities BEES (187)
Financing activities REEE (144,757)
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20. INVENTORIES 20, #FE&
2015 2014
—E-HF —T—mE
HK$’000 HK$'000
FHET FHIT
Finished goods 2% 3,952 931

The cost of inventories recognised as an expense during the year was
approximately HK$89,800,000 (2014: HK$50,722,000), in respect of
which approximately HK$113,000 (2014: HK$390,000) represents

FNTER B KT B A4 589,800,000/
TT(ZZ—PO4F : 50,722,000/57C) © HA4)
113,0007570( == —PU4F : 390,00078 7T )451F

write down of inventories to net realisable value. EMURZE A IR -
21. TRADE RECEIVABLES 21, EBZEWFEE
2015 2014
S —F-OF
HK$°000 HK$'000
FExT FHBT
Trade receivables B S IEBGIA 4,854 7,132

The Group’s trading terms with its customers are mainly on credit.
The credit period is generally two months. Each customer has a
maximum credit limit. The Group seeks to maintain strict control over its
outstanding receivables and has credit control procedures established
to monitor credit risk. Overdue balances are reviewed regularly by
senior management. Trade receivables are non-interest-bearing.

An aged analysis of the trade receivables as at the end of the reporting
period, based on the invoice date and net of impairment, is as follows:

AEBEBEEREZ BSRRERAEERT
EEH-RAMER - BREFARSEER
B o AEBEBIRIESIAAE S YRR - W5k

BEERFMEEEERR -

SREEAES

EHRETAEIR - BRI /RS

B 5 RIBRN & R 2 iR DT (IR %3

FRMYWHBRRE) T

2015 2014

—E-1F —T—E

HK$’000 HK$'000

TR FET

Within 30 days 30HA 1,577 3,207
31to 60 days 31260H 33 2
61 to 120 days 612120H 977 2,468
Over 120 days 1208 A = 2,267 1,455
4,854 7,132

The aged analysis of the trade receivables that are not considered to be
impaired is as follows:

i%f&%ﬁi%Eﬁﬁz%&i%ﬂ’éﬂ&?ﬂlﬁz&ﬁﬁéﬁﬁﬁﬂ

2015 2014

—E-HF —E—UFE

HK$’000 HK$'000

FET FHET

Not impaired RE 4,854 7,132

Receivables that were not impaired relate to customers for whom
there were no recent history of default. The Group does not hold any
collateral over these balances.

ERE 2 PR BRAR BT EANY R R 2 P
B - REENEAZE T AEIRR o
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22. FINANCIAL LEASE RECEIVABLES 22. @EHSEWFECE

2015 2014
= —FmF
HK$°000 HK$'000
Tz TAET

Current financial lease receivables BNEfphE & el A 488,077 =
Non-current financial lease receivables JERNERRE &M SR E 530,520 =

1,018,597 -

Amount receivable under finance leases BETHEIE [ EWEE

Present value of minimum

Minimum lease payment lease payment
REEEMRK REEENHREE
2015 2014 2015 2014

—E-EF —FTOF ZET-HF Z=EOF
HK$°000 HK$'000 HK$°000 HK$’000

FHEx FAT FET AT
Not later than one year BB —F 521,179 = 488,077 =
Later than one year R —F 593,570 = 530,520 =
1,114,749 — 1,018,597 -
Uneamed finance income REE R E KA (96,152) -  NATEA -
Present value of minimum lease ERERNFEE
payment 1,018,597 - 1,018,597 -
The interest rate inherent in the leases was fixed at the contract date BEEAAA B HENRENE B EE B
for the entire lease term. The average interest rate was approximately ZKF - RZE—RFE+_A=+—HZTH
5.2% per annum as at 31 December 2015. FRRAR5.2% °
Financial lease receivable balances are secured over the equipment BB EEUGRIBERE SR AR 228
held by the lessee. The Group is not permitted to sell or repledge the EHER - AEBEAE AL EELONBER
collateral in the absence of default by the leasee. T MSIHE K ERR AT -
The financial lease receivables as at 31 December 2015 are neither REZE—RFTZA=1+—HZpEHEREK

past due nor impaired. SR S BSlORIE ©
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23.

AF+=-A=+—H

LOAN RECEIVABLES

The Group's loan receivables arose from the money lending business during the
year.

Loan receivables bear interest at rates, and with credit periods, mutually agreed
between the contracting parties. Loan receivables are secured by personal
guarantees by the debtors/certain individuals. Overdue balances are reviewed
regularly and handled closely by senior management.

The loan receivables at the end of the reporting period are analysed by the

23.

PR ERK

FAAREE 2 RKETORBRNRESER

FEURES SR > F|2R R 5 BY R T B ST 40 £ R 175
JE © EWE%M%%A/%*IﬁAiZﬁA

Fﬁf’ﬁa“fﬁﬁ
IS

EIEABEHIR AT LIR

RER - BRESIRERISIEEAKE]

remaining period to contractual maturity date as follows: BB Z AT
2015 2014
—F-1F —TmF
HK$’000 HK$'000
FHEx FAT
Repayable: BIR
Within 3 months =@A W 2,100 2,200
3 months to 1 year =@RAZE—F 5,351 1,020
7,451 3,220
The aged analysis of the loan receivables that are not individually nor collectively WAE RSk EHAR AR E R R E R 2 ARl
considered to be impaired is as follows: DHTEAT -
2015 2014
—E-RF —
HK$’000 HK$’000
FHExT FHT
Neither past due nor impaired R EARARE 5,901 2,700
1 to 3 months past due AHA—E=={0A 1,550 520
7451 3,220

The interest rate was fixed at the contract date. The average interest rate was at
1% t0 2.5% per month as at 31 December 2015 (2014: 1% to 2% per month).

Loan receivables that were neither past due nor impaired relate to certain
debtors for whom there was no recent history of default.

Loan receivables that were past due but not impaired relate to an independent
debtor. The directors of the Company are of the opinion that no provision for
impairment is necessary as the balance is considered fully recoverable.

EFMEREFTENRERTE - R
FH-A=t—H" 1ﬁtﬂf|J+;|¥1%i

25%(=F—

W AR E < U E R
SR ETEBANER -

NE - FAFEI%ZE2%) °

TSR D

BEMEARRE B ERE— BB EEAR
W o ARARRIESFASR R 28K -

R REAEHRERH -
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24. PREPAYMENTS, DEPOSITS AND OTHER 24 FE{I=E  #eREMEWREIE

RECEIVABLES
Group
AEH
2015 2014
—E-RE —E—F
HK$’000 HK$'000
FET FH&T
Prepayments TEfRE 6,396 6,098
Trade deposit =i 6,957 9,979
Deposits and other receivables (note) 12e RHEADFERGRIE
(Bf=E) 6,361 16,547
19,714 32,624
Less: Impairment losses B OREEE (6,000) (6,004)
13,714 26,620
Other receivables that were neither past due nor impaired relate to IR 180 HA R A (o EL A NS SR IR B ER A
receivables which had no recent history of default. IRtk 2 FEUGRIB B -
Note: Mit%E
As at 31 December 2014, included in deposits and other receivables an amount R-B—NE+—A=1+—0 ' ZEe REMEKR
of approximately HK$10,530,000 due from a director of a subsidiary of Ever 1B A FEfEUEver Hero Group Limited—T&IH B A
Hero Group Limited, which constitute a continuing connected transactions upon —HZEEFIAX10,530,000/87C + HHATERUREREver
completion of the acquisition of Ever Hero Group. The amount is unsecured, Herof B8 K —BIFERRIER 5 © % B RER
interest-free and repayable within one year. The amount was settled during the - B RER—FANEE - ZSEEREE=Z
year ended 31 December 2015. —REF—A=+—RE -
25. CASH AND CASH EQUIVALENTS 25. RERBSEHEIEH
Group
rEE
2015 2014
—E-RE —ZE—F
HK$’000 HK$’000
FET FA&T
Cash and cash equivalents ReRkReFEER 52,839 32,207
At 31 December 2015, included in the cash and cash equivalents is R-ZE—RE+-A=1+—8 BEKRHELE
HK$29,708,669 (2014: HKS$ nil) that was denominated in RMB. All the BI85 B R EfEA ARG E2.29,708,669%8 7T
remaining cash and cash equivalents are denominated in HKD. —TE  TEL) - AR TRERRS

FEBBBETTIINE °
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26. SHARE CAPITAL 26. A
Company
¥ /N
Number of Nominal
shares values
L] HE
Notes in’000 HK$’000
FiE Fh F#&x
Authorised: JERE :
As at 1 January 2014 RZZE—HF—H—H
Ordinary shares of HK$0.01 each FHREE0.0AE 2 Bk 20,000,000 200,000
Share consolidation =X d (17,500,000) -
As at 31 December 2014 and RIZ—MFE+—_A=+—HRK
1 January 2015 —ET—hF—H—H
Ordinary shares of HK$0.08 each EAREE0.08% T 2 Bk 2,500,000 200,000
Share sub-division f&R S e(i) 197,500,000 =
As at 31 December 2015 R=E—hRF+-_A=+—H
Ordinary shares of HK$0.001 each EARTE{E.001E T2 EimA% 200,000,000 200,000
Issued and fully paid: ERTRER
As at 1 January 2014 R-ZT—mFE—A—H
Ordinary shares of HK$0.01 each EREEC.0E T2 LB 385,850 3,859
Issue of shares under specific mandate TR RIR AR TRR D a 150,000 1,500
Issue of shares under general mandate R — MR TAR D b 77,000 770
Issue of right shares BITHARAR D G 2,451,401 24,514
Ordinary shares of HK$0.01 each BAEE0.01E T Tk 3,064,251 30,643
Share consolidation f&in &t d (2,681,220) =
As at 31 December 2014 and RIZ—NFE+-A=+—HRK
1 January 2015 —E—hF—H—H
Ordinary shares of HK$0.08 each FAREE0.0878 T 2 L iBAk 383,031 30,643
Capital reduction RRARHIRL i) - (30,260)
Ordinary shares of HK$0.001 each SARE(E.001 B T2 EimAk 383,031 383
Issue of offer shares BITRERD f 766,063 766
Issue of shares under general mandate IR — AR TR g 76,000 76
As at 31 December 2015 RZZE—h¥+-H=+—H

Ordinary shares of HK$0.001 each SAREE.001B T2 EimAk 1,225,094 1,225
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26.

SHARE CAPITAL (Continued)

Notes:

(@)

(c)

On 6 December 2013, the Company entered into a Specific Mandate
(“SM”) placing agreement with a placing agent whereby the Company
conditionally agreed to place through the placing agent, on a fully
underwritten basis, a total of 150,000,000 placing shares to not less than
six placees at a price of HK$0.156 per SM placing share. The aggregate
nominal value of the placing shares under the SM placing agreement
was approximately HK$1,500,000. The net proceeds from SM Placing
Shares would be used for expansions of the trading business and
the information technology business, as well as for strengthening the
general working capital base of the Company.

On 21 February 2014, the Company entered into a General Mandate
(“GM”) placing agreement with a placing agent whereby the Company
conditionally agreed to place through the placing agent, on a fully
underwritten basis, a total of 77,000,000 placing shares to not less than
six placees at a price of HK$0.171 per GM placing share. The aggregate
nominal value of the placing shares under the GM placing agreement
was approximately HK$770,000. The net proceeds from GM Placing
Shares would be used for strengthening the general working capital to
finance the business development and to finance any future investment
opportunities of the Company.

On 23 July 2014, the Company issued right shares on the basis of four
right shares for every one existing share held on 11 April 2014, at the
subscription price of HK$0.04 per right share with nominal value of
HK$0.04 each, resulting in net proceeds of approximately HK$93.56
million, which would be used for the partial redemption of the convertible
bonds and for strengthening the general working capital base of
the Company to finance its business development and any future
investment opportunities.

On 3 September 2014, the Company proposed to effect the share
consolidation which became effective on 26 September 2014 being
approved by the shareholders that every eight existing shares of
HK$0.01 each in both the issued and unissued share capital of the
Company were consolidated into one consolidated share of HK$0.08
each (“Share Consolidation”).

26.
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26.

SHARE CAPITAL (Continued)

(e)

(U]

On 6 January 2015, the Company’s proposal on the capital
reorganization (“Capital Reorganisation”) became effective. The Capital
Reorganisation involved the following:

(i) each authorised but unissued share of the Company was sub-
divided into eighty shares so that the nominal value of each
unissued share was reduced from HK$0.08 to HK$0.001 each;
and

(ii) the paid up capital of each issued share was reduced from
HK$0.08 to HK$0.001 by cancelling the paid up capital to the
extent of HK$0.079 so as to form a new share with nominal
value of HK$0.001 each.

On 10 August 2015, the Company issued offer shares on the basis of
two offer shares for every one existing share held on 16 July 2015, at
the subscription price of HK$0.09 per offer share with nominal value of
HK$0.001 each, resulting in net proceeds of approximately HK$66.22
million, which would be used for (i) as to not less than 80% for the
capital injection into Heng He as its general working capital to facilitate
the expansion of the financial leasing business and (ii) the remaining
net proceeds for strengthening the general working capital base of the
Company to develop its existing information technology and trading
businesses and/or to finance any future investment opportunities.

On 17 August 2015, the Company entered into a General Mandate
(“GM”) placing agreement with a placing agent whereby the Company
conditionally agreed to place through the Placing Agent, on a best
endeavour basis, up to 76,000,000 Placing Shares, to not less than six
placees at a price of HK$0.120 per GM placing share. The aggregate
nominal value of the placing shares under the GM placing agreement
was HK$76,000. The net proceeds from GM placing shares would
be used for strengthening the general working capital to finance
the business development and to finance any future investment
opportunities of the Company.
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27. RESERVES 27. f#B
(a)  Group (@) *Em
The amounts of the Group’s reserves and the movements AEEFHESERAFTERBAFE
therein for the current and prior years are presented in the MAERBEE 2 HFRE BITERE NER
consolidated statement of changes in equity of the consolidated BRI EERA -

financial statements.

(b) Company (b) EAF
Equity
Share component Capital
premium  Contributed ofconvertible Share option ~ reduction Accumulated
account surplus bonds reserve reserve losses Total
kit RkES ErERE kA&

Rk  HABR  ZBE¥D i HARE  ZEE &t
HK$'000 HK§ 000 HK§'000 HK$'000 HK§'000 HK$'000 HK$ 000
AT TEL AT AT TEL AT TEn

Asat 1 January 2014 RZE-M¥-A-A 708,125 18,203 25,283 963 132,931 (757,583) 127,922
Change in equity for 2014; ZE-MEEREY:
Loss and total comprehensive loss FEEBRREZESE

for the year - - - - - (242,949)  (242,949)
Issue of rights shares EitRRG 69,208 - - - - - 69,208
Partial redemption of convertible bonds ~ BEHATARES - - (2,555) - - - (2,555)
Issue of new shares upon placing RERRTIRA 33,269 - - - - - 33,269
As at 31 December 2014 and RZZ-ME+=A=1-A

1 January 2015 k=5-1%-F-A 810,692 18,203 2,128 963 132,931 (1,000,632) (15,015)
Change in equity for 2015; “E-REEREE):
Loss and total comprehensive loss FEEERREZEEE

for the year - - - - - (82,364) (82,364)
Issue of new shares upon placing RERSTRA 8,868 - - - - - 8,868
Issue of offer shares HTRERD 65,272 - - - - - 65,272
Acquistion of a subsidiary (Note 41)  RE—EHEAF (FiiE41) - - 30,387 - - - 30,387
Capital reduction of issed shares BERIAZRAHR - - - - 30,260 - 30,260
Grant of share options RErERRE - - - 26400 - - 26,400

As at 31 December 2015 ity g 884,832 18,203 53,115 27,363 163,191 (1,082,896) 63,808
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27. RESERVES (Continued)

(c)

Nature and purpose of the reserves

(M

(ii)

(iii)

(iv)

v)

(vi)

Share premium

Under the Companies Law of the Cayman Islands,
the share premium account is distributable to
the shareholders of the Company, provided that
immediately following the date on which the dividend
is proposed to be distributed, the Company will be in a
position to pay off its debts as and when they fall due in
the ordinary course of business.

Contributed surplus

The Company’s contributed surplus represents the
excess of the fair value of the shares of a subsidiary
acquired in prior years, over the nominal value of the
Company’s shares issued in exchange thereof.

Equity component of convertible bonds

The value of unexercised equity component of
convertible notes issued by the Company recognised
in accordance with the accounting policy adopted for
convertible notes.

Share option reserve

The share option reserve comprises the fair value of
share options granted which are yet to be exercised,
The amount will either be transferred to the share
premium account when the related options are
exercised, or be transferred to retained profits should
the related options expire or be forfeited.

Capital reduction reserve
Capital reduction reserve is the credit arising from the
capital reduction effective on 6 January 2015.

Exchange fluctuation reserve

The exchange fluctuation reserve comprises all foreign
exchange differences arising from the translation of the
financial statements of the overseas subsidiaries.

Distributability of reserves

The aggregate amount of reserves available for the distribution
to owners of the Company calculated in accordance with the
Companies Law of the Cayman Islands was approximately
HK$Nil as at 31 December 2015 and 2014.

27.

EA16 )
RETEERERN

()

(d)

@

(ii)

(i)

(iv)

v)

(vi)

IRADEE
REFSEFHERAE @ WK
ZEEFNRKEERR -
ANREEEHEN A EERE
R HeER - RIRD S
BRAIDIRTARRBR °

BAEER

RRB RN BRIE R EF
Us i o — I Pl B 8 B 0 B
NFEE - BHAERER
BITHAR BB EERNZE
A e

AR R E SRS
RABFTEITO B ER 2
KRITERER T D 2 BETHR
BERABRRER 2 SR
KT DATERR ©

BRBREME

BrBRERERFBDRH
i ARIT 2 BB
RNEEE - ZBEENER
BBRREITERERE
ROEER - R E R
FE i b HATR JE i S HOR R By
BRERERRN -

IRAHIR

BRI RHEES T —0F
— AR B AR RARIRE
AERVERR ©

B SR B
EXRBHEEEERRES
SNHBRRMBMEELZ
FrBEE =5 -

A DRI

R-E—RER-_FT—NE+_A

=t+—R8  REREEFHSQBE

g

A

DR T ARABIREEE AL

(RN ATETT °



ANNUAL REPORT #3# | 2015

Notes to the Financial Statements

M HREMEE
31 December 2015
—E—RF+-_A=+—H

28.

CONVERTIBLE BONDS

(1)

2008 CB

On 12 August 2008, the Company issued a Convertible
Bonds as part of the consideration for the acquisition of forest
concessions in Papua, Indonesia (“2008 CB”).

The 2008 CB are convertible at the option of the bondholders
into ordinary shares in the Company at the initial conversion
price of HK$0.1 per share (subject to adjustment as provided in
the terms and conditions of the 2008 CB) at any time from the
date of issue and ending on the fifth business day before the
third anniversary of the date of issue.

The 2008 CB are unsecured, interest-free and have a maturity
date of 12 August 2011. Unless converted into the Shares by
the Company, the outstanding balance of the 2008 CB would be
redeemed in full on maturity.

By the first supplemental deed dated 30 May 2011, the
maturity date of the 2008 CB was extended for 3 years and
the conversion period will accordingly be extended from 12
August 2011 to 12 August 2014 (new maturity date). Upon
becoming effective of the first supplemental deed, the Company
may at any time during the period commencing from the date
of extension to the new maturity date to redeem the whole or
part of the outstanding 2008 CB on a pro rata basis. Also, the
Conversion Restriction was removed. Apart from the extension
of the maturity date, the conversion period, the early redemption
right and the removal of the Conversion Restriction, all terms of
the 2008 CB remain unchanged.

By the second supplemental deed dated 9 July 2014, the
maturity date of the 2008 CB was extended for 3 years and the
conversion period will accordingly be extended from 12 August
2014 to 12 August 2017 (new maturity date). Upon becoming
effective of the second supplemental deed, the Company may
at any time during the period commencing from the date of
extension to the new maturity date to redeem the whole or part
of the outstanding 2008 CB on a pro rata basis.

Upon effective of the second supplemental deed, the 2008 CB
was valued by the directors of the Company with reference
to a valuation report issued by Roma Appraisal Limited, an
independent qualified valuer not connected to the Group.
Gain on extinguishment of convertible bonds of approximately
HK$39,480,000 was recognised in the profit or loss for the year
ended 31 December 2014.
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28. CONVERTIBLE BONDS (Continued) 28.

(1) 2008 CB (Continued)

During the year ended 31 December 2014, the Company
entered into redemption agreements to redeem the 2008
CB with principal amount of HK$73,812,000. The Company
recognised a gain on redemption of 2008 CB of approximately
HK$2,752,000.

The 2008 CB contain two components, the liability and equity
components. The equity component is presented in equity as an

“Equity component of convertible bonds”.

The effective interest rate of the liability component is as follow:

AIRRRES (@)

1

—2R/\FraaRES (&)

BE—T-—MFEr-A=t—HLF
& - AR UREHE - AEEA
£F73,812,000/8 L2 —FT\FA]
AR © AARRREE-FEN
AR B AIRE492,752, 00078 ©

—ET)\FrBRESEEAENE
HRSERRERD © #eaaBbn PAl AT
ErziEsaln 125 -

BESONERMERMNT

Second First
Supplemental Supplemental
deed deed

F_HERERE S-HERRE

Effective interest rate ERRFE

11.66% 14.13%

The movement of the liability component of the convertible
bonds for the year was set out below:

FAMBRESRBERD 2 ESH
T

2015 2014

—B-RF —E-F

HK$’000 HK$'000

FET FAT

At 1 January w—H—H 87,803 187,471

Interest charged FEER 12,402 12,820

Extinguishment of financial liability charged A AERc ERMBaE

to profit or loss - (39,480)
Early redemption IR ER - (73,008)

At 31 December Rt+—A=+—H 100,205 87,803
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28.

29.

CONVERTIBLE BONDS (Continued)
(2) 2015CB

On 21 April 2015, the Company issued the convertible bonds
(2015 CB) as part of the consideration for the acquisition of
Blossom Height Ventures Limited and its subsidiaries.

The 2015 CB are convertible at the option of the bondholders
into ordinary shares in the Company at the initial conversion
price of HK$0.32 per share (subject to adjustment as provided
in the terms and conditions of the 2015 CB) at any time from the
date of issue and ending on the fifth business day before the
third anniversary of the date of issue.

The 2015 CB are unsecured, interest-free and have a maturity
date fall on the third anniversary from the date of issue.

At the maturity date, any outstanding principal amount of the
2015 CB will be compulsorily converted into ordinary shares
at HK$0.32 per share. The compulsorily conversion feature
of the 2015 CB is, in substance, a prepaid forward purchase
of the fixed number of shares of the Company. Accordingly,
at the date of initial recognition, the fair value of the 2015 CB
was wholly recognised as equity and will not be remeasured
subsequently.

PROMISSORY NOTES

On 4 April 2014, The Company issued a promissory note with principal
amounts of HK$51 million (2014 PN) as a partial consideration for the
acquisition of Ever Hero Group (as detailed in note 41). The 2014 PN
bears interest at 2% per annum and is due on the date falling on the
last day of the 36th month from the date of issue of the 2014 PN (the
“2014 PN Maturity Date”). The Company has the right to redeem in full
or in part of the principal amount of the 2014 PN prior to the 2014 PN
Maturity Date.

On 21 April 2015, The Company issued a promissory note with
prinicipal value of HK$32 million (2015 PN) as a partial consideration
for the acquisition of Blossom Height Ventures Limited, and its
subsidiaries (the “Blossom Group”) (as detailed in note 41). The 2015
PN carries no interest and is fall due on the last day of the 42th month
from the date of issue of the 2015 PN (the “2015 PN Maturity Date”).
The Company has the right to repay in whole or in part prior to the 2015
PN Maturity Date.

28.
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29. PROMISSORY NOTES (Continued) 29. AHRFE@)
The movement of the promissory notes was as follows: ZERHBEEFOT
2015 2014
—E-HF —T—uEF
HK$’000 HK$'000
FHET T
At 1 January R—H—H 44,291 =
Issuance upon acquisition of Ever Hero Group R=Z U4y A B UEEEver
on 4 April 2014 (“2014 PN™) Hero5= BIF321T
(ZZE—NEAHEE]) - 44,075
Issuance upon acquisition of Blossom Group R=ZE—RFHA=—+—HWKE
on 21 April 2015 (“2015 PN”) Blossom&s [EB5351 T
==— ﬂiﬁ%%%ﬁ 21,373 =
Coupon interest charged FEAMESER 658 738
Imputed interest charged HENSER 3,317 1,489
Early redemption RFEL (17,451) (2,011)
Adjustment to profit guarantee R REB R (4,561) -
At 31 December Wt+=—A=1+—8 47,627 44,291
(i) The fair value of the 2014 PN was approximately HK$44.1 (i) ZE-MFEREEBENETRHZA
million as at the issue date, calculated at the effective interest FEENERENET04%:1E - 4
rate of 7.04% per annum. The promissory note is carried at /544,100,00078 7T © 7 IR E 5
amortised cost until settlement on due date. BATIER - EEREIHIREE AL -
On 1 September 2014, the Company early redeemed HK$2.4 RZZE—MNFEAA—RB AR ﬂﬁi
million. As a result, the total principal amount of outstanding H&[E12,400,000/87C * ABRAZ=Z—
2014 PN was HK$48.6 million as at 31 December 2014. FH—A=+—H =Z=— E¢%R
SIRARITE AN % 4858 /348,600,000
7TE °
On 19 March 2015 and 20 April 2015, the Company early RZE—RF=A+NAR=Z—
redeemed each of HK$10 million of the 2014 PN consideration FHAZ+H AR HIRFEEE
respectively. As a result, the total principal amount of Z T — 5 H F#5°510,000,000%8
outstanding 2014 PN was HK$28.6 million. TTHRE - UBRARITE 2 =T —

A H IR AN © 4258 528,600,000

JG °
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29.

PROMISSORY NOTES (Continued)

()

(ii)

(Continued)

The principal amount of the 2014 PN is subject to a downward
adjustment on the due day in the event that the audited profit
before taxation and before extraordinary items of Netgenii
Technology Limited (the subsidiary of Ever Hero Group) for
each of the years ended 31 December 2013 and 31 December
2014 is not attained, on a dollar-to-dollar basis.

On 3 November 2015, the Company announced that the
outstanding principal amount payable to the holder of the 2014
PN was reduced by approximately HK$5 million on set off
against profit guarantee pursuant to the acquisiton agreement,
as mentioned in interim report and the third quarterly report.

As at 31 December 2015, the carrying amount of the 2014 PN
was approximately HK$24.4 million.

The fair value of the 2015 PN was approximately HK$21.4
million as at the issue date by using the discounted cash flow
approach at prevailing market rate of approximately 14.75% per
annum.

The principal amount of the 2015 PN is subject to downward
adjustment in the event that the audited consolidated net profit
after taxation and any extraordinary and exceptional items of
the Blossom Group is less than HK$10 million for each of the
three years ending 31 December 2015, 2016 and 2017, the
2015 PN shall be reduced on a dollar to dollar basis by the
amount of shortfall of the profit guarantee for the relevant year
and cannot be carried forward to subsequent year. Blossom
Group has met the profit guarantee for the year ended 31
December 2015.

As at 31 December 2015, the carrying amount of the 2015 PN
was approximately HK$23.2 million.

29,

AR EE (®)

(i)

(i

€-))

RS EEEE - HEREARA
7] (Ever Hero5£ B 2 M8 A R]) T8¢
REE—ZT—=F+-A=+—HK
—EE+-A=+—HIIFEX
TR B G NI E B B A
F - BB EANZEARS BN
Z|HAE T °

AN EIR S MR =R E A

R-ZZF—RF+—HA=H " ARQFE
IRBYR RN — T — A
SERAANRTEASREEHET
HRFE A 495,000,000/ 7T ©

- NFEAREREEENA
24,400,000/87T °

—TE R FEEEBRNET BB
BERIBERERABRITHISEAR
E14T75% T E 2 A FEEN A
21,400,000/ 7T, ©

fiiiBlossom&EEREZE T —HF -
—E-RERZE—tEF+=A
=t R =AFESFEEXTE
Bt M AR A & M Ak 2 TR B 18 4
F41210,000,00045 7T © Bl =ZZF—H
FAHEEASET A —T—5
T H ER R R S E AR FE
EERFIRB 2 T EE - BT ERE
1B EE#EE - Blossom&EE D REE
—E—FRE+-A=t—HItFEE=E

EEARTE ©

R-_FB-—AF+_-_A=+—8"
TE-AFAAEBREEEAR
23,200,000/ 7T °



MERDEKA FINANCIAL SERVICES GROUP LIMITED E#SBBEERER AT

Notes to the Financial Statements

MR EME
31 December 2015
—E-RFTZA=+—H

30. OBLIGATIONS UNDER FINANCE LEASES 30. RUEREEE
Present value of
Minimum lease payments minimum lease payments
REHEETE REHEETERE
2015 2014 2015 2014
—E-RF —ZT-NFE Z—B-HF —ZT-NF
HK$’000 HK$'000 HK$000 HK$'000
FHEx FABIT BT T
Amount payable ADER]
Within one year —FR 1,011 623 899 519
In the second to fifth years inclusive FE_FERF
(BHEBEEME) 2,067 1,977 1,968 1,831
3,078 2,600 2,867 2,350
Future finance charges RRBMEER (211) (250) N/A RER NATNER
Present value of lease obligations HEARERE 2,867 2,350
Less: Amount due for settlement i ) LA
within 12 months [EEFSH 899 519
Amount due for settlement TEAZEREZ
after 12 months [ERESRE 1,968 1,831
The Group’s obligations under finance leases are secured by the REE g E R ERERM 4R EEE
assets as disclosed in Note 14 (2014: Nil). EREH(ZZE—mF : T) -
31. BANK BORROWINGS 3. RITER
2015 2014
—E-HF —ZE—F
Notes HK$°000 HK$'000
B TR FHT
Fixed rate: TEAE ¢
Secured bank borrowings —repayable ondemand A AR TER—
AEESRIER a 206 206
Secured bank borrowings — due within one year BERBITER—
R—FAFH b 374,018 -
374,224 206
Secured bank borrowings — due more than one year, AR TR —
but not more than three years R—FERE=FANEIH b 477,600 =
851,824 206

a The bank borrowings were secured by a personal guarantee
given by a former director of a subsidiary of the Company. The
interest rate of this bank borrowing was charged at 0.88% flat
per month.

b The bank borrowings were secured by the finance lease assets
held by the leasee with the carrying value of approximately
RMB802.1 million (equivalent to approximately HK$957.8
million), as at 31 December 2015. The interest rate of the bank
loans were ranged from 5.1% to 6.3% per annum.

The bank borrowings are denominated at RMB.

a RITERAAR A B AR —5

AMEE ER M EATERIEEIR - It
I,Sﬁigﬁﬁf%%‘kz MBI E HF20.88%
X o

b RITEFA T —RAF+_A=1+—

F R [ 2 49 & A R 802,100,000 7
(57 49957,800,0007% 7T ) 2 AFAA
P A AR EEEFRR - RITE
AL NEFFENF51%%E6.3% °

RITEFIIAARKEFHE
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32. TRADE PAYABLES 32. EBFZENNE
An aged analysis of trade payables as at the end of reporting period RIS - B ZENFIERER A iR
based on the invoice date, are as follows: ST -
2015 2014
—E-HF —ZE—mF
HK$’000 HK$’000
FHET FHT
Within 30 days 30HA 17,514 597
3110 60 days 31E260H 236 -
61to 120 days 6121208 - 53
Over 120 days 120H A £ 2,119 1,543
19,869 2,193
33. OTHER PAYABLES AND ACCRUALS 33. HttENTERENARE
Group
rEE
2015 2014
—T-HF —T—E
HK$’000 HK$'000
FET FH&T
Other payables H M ERFIR 7,041 1,295
Accruals EstaE 731 659
7,772 1,954

HEMNZCRRRE - FOHRA=EA -

Other payables are non-interest-bearing and have an average term of
three months.

34. DEFERRED TAX 34, EEBIR

R-B—RE+—A=1+—08  NEEREH
TR IEE1E49/5138,776,000/8 T ( —Z— P04 ¢
119,472,000/87T) + °] FEER BRI SR AR 2R
F o ARAREETBRIRICHEFZRIR - ANEE I
MBS BRI EE -

As at 31 December 2015, the Group has unused tax losses of
approximately HK$138,776,000 (2014: HK$119,472,000) available for
offset against future profits that may be carried forward indefinitely. No
deferred tax asset has been recognised in respect of the tax losses due
to the unpredictability of future profit streams.
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35.

SHARE OPTION SCHEME

The Company operates a share option scheme for the purpose of
providing incentives and rewards to eligible participants for their
contribution to the Group. The share option scheme of the Company
was effective on 3 May 2012, when the annual general meeting was
held. Unless otherwise cancelled or amended, the share option scheme
will remain in force for a period of 10 years from the date of its adoption.
The Board may, at their discretion, offer options to any full-time or
part-time employee or director of any member of the Group, and any
consultant of or adviser to any member of the Group (the “Participants”)
to subscribe for shares of the Company (the “Shares”).

The maximum number of Shares which may be issued upon the
exercise of all outstanding share options granted and yet to be
exercised under all share option scheme must not exceed 30% of the
Shares in issue from time to time.

The maximum number of Shares available for issue under share
options which may be granted under the share option scheme adopted
by the Company must not in aggregate exceed 10% of the Shares
in issue. The maximum number of Shares issued and to be issued
upon exercise of the share options granted and to be granted to each
Participant (including both exercised and outstanding share options) in
any 12-month period up to the date of grant must not exceed 1% of the
Shares in issue at the date of grant. Any further grant of share options
in excess of the above limit must be subject to shareholders’ approval
with such Participant and his associates (as defined in the GEM Listing
Rules) abstaining from voting.

If share options are granted to a connected person (as defined in
the GEM Listing Rules) or his associates, the granting of such share
options will be subject to approval of all INEDs (excluding INED
who is a grantee); where options are proposed to be granted to a
connected person who is also a substantial shareholder or an INED
of the Company or any of their respective associates which will result
in the total number of Shares issued and to be issued upon exercise
of the share options granted or to be granted (including share options
exercised, cancelled and outstanding) to such person under the share
option scheme in the past 12-month period up to and including the date
of such grant: (1) exceeding 0.1% of the total issued Shares for the time
being; and (2) having an aggregate value, based on the closing price
of the Shares at the date of each grant, in excess of HK$5,000,000, the
granting of such options will be subject to approval of the independent
shareholders of the Company. All connected persons will abstain
from voting (except any connected person that may vote against the
resolution).

35.

BB AER 8

ARRPETRBAGEE] - 5 EREAKE
BEBNAER2EERHEEEMET - K
REMES BRI SN RRFASRITE
“E-FRA=RER - BRIERTTRHRIE
&1 - BRMESTRERAERT BTN e B R B R
FHMOFHIEABAR - EF g RBRAEE
RERARMNEM2BIGRBESNES - A
RAEBEEARL B A BIMERSEAA (28
& DRHEEBARE - UREARRRG ([AR
1) e

KA R IR T BB R
AMTEBEBREERS TREATRTZR
N8R &S MSBIB T 2 B B TARD30% °

RIBA R R AREE TR R AR T Bl R R h B
SR A FEITHROEE - KRETE
BB 10% - FAEERE A B
REAMBRTEE R TEEE TEL2H
EEEERE(BREEITRERITERRES
BER)MDBTRETERITORNER &
S TMEEEN R HETEER R BTG
1%  1E{ATH Rz b st PR R e B ST R A 14
ARESRIRILE  MARSEEREBEA
(EERAIFER LR NMG2EEER -

fimmBEA (B RAIZER SRR sl B
B AR BB - BESREE BN T
BH(TEENEERAZ B IENTEE )W
HOE o MEBFEA (AR AR EERER K
BV IERITES) S EE BB E AR HE
B EIENE - SEBURIRE TR BN
HERT BRI (BEZ A ) 1218 A BEERETT
FERTHEETEBALTHELERER
BT - B R AT TERETERRE)
ME BTG FEITHRMEE : NBEE
B2 2T 48%580.1% : RIBEZZLE
HARR R W ERTE - E4A{EE185,000,00075
7T » BIl_E itz RS R AR AR A RN
REERHLAE - FTE BB A T NVBIREREE » (T
NS E R DRI AIBIEA TBRIN
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35. SHARE OPTION SCHEME (Continued) 35. BEBRETE @
Upon acceptance of the share option offers, the grantee shall pay HK$1 FABEANB BB - AR AZBRIAR RIS
to the Company as consideration for each offer. The share option will VETTIEARLEMNRE - BEBIRERREL
be offered for acceptance for a period of 28 days (or such shorter period H #5128 H B (ShE S & T REATE AUEE
as the Board may from time to time determine) from the date on which HARS) AT AN o IR 2 BB 2 1T1E ER
the share option is granted. The exercise period of the share options HESRE @ WRNETHESEE 2 HEEHE
granted is determinable by the directors and commences after a certain (B EF - BB TMSHBBIREEER
vesting period, if any, as determined by the directors and ends on a ¥ A HAREET T B R AR Sl fE W 2 B
date which is not later than 10 years from the date of the offer of the (BB BEE) IR IE -
share options or the expiry date of the share option scheme, if earlier.
The subscription price of the share in respect of any particular share IRHRIB ST R AR ST B3 H AU e (B SRR AR
option granted under the share option scheme shall be such price as BT RRMERIBERESTSRTE
the Board in its absolute discretion shall determine, save that such price FEERIBR TR TIIER 2 SmE AL (i)
shall be the highest of: (i) the closing price of the Shares as stated in REELERE A(WEREER RS
the Stock Exchange daily quotation sheet on the date of the grant of AERERFFIRMDEIKTE © (i) ZERLEEL
the share option, which must be a business day; (i) the average of the fERRE 2 B BT RL(E 3 BB R P BB RFT
closing prices of the Shares as stated in the Stock Exchange’s daily FIRRR B FEURTIME + AR (iii)i%15 2 E1E -
quotation sheets on the five business days immediately preceding the
date of the grant of the share option; and (iii) the nominal value of the
Share.
Share options do not confer rights on the holders to dividends or to vote 1B RERRAEN R, Ti5 5 AERAL B s AR SR
at shareholders’ meetings. RNEREHER] o
The following share options were outstanding under the share option RER - BIEEETEIE N 2 RITEE R
scheme during the year: BRAESFIEAT -
2015 2014
—E-1F —TMEF
Weighted Weighted
average Number of average Number of
exercise price options  exercise price options
IR B% T &%
THE BRESE 1TfeE 2]
HKS$ per share 000 HKS$ per share ‘000
(Bk#ER) (F®) (B&k#T) (Fhr)
At beginning of the year RER 5.505 256 0.834 1,698
Adjusted during the year upon effective of FRRAREELME L
open offer S - 148 - -
Granted during the year RERK 0.147 233,000 = =
Adjusted during the year upon effective of ~ FRRERIAE &
share consolidation and rights issue RS 2 R - - 3.36 (109)
Adjusted during the year upon effective of ~ F R A G &
share consolidation and rights issue BRI 2 R - - 5.68 (1,333)
At end of the year RER 0.153 233,404 5.505 256
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35. SHARE OPTION SCHEME (Continued) 35. EERBRETE@
RIREHATR - FAT{E R A BB AR 2 1T

The exercise prices and exercise periods of the share options

outstanding and exercisable as at the end of the reporting period are as PERITHEHRENT
follows:
2015
—E-REF
Number of options Exercise price* Exercise period
BEEBRERE TEE TEHE
’000 HKS$ per share
T4 BRET
373 3.6 30 May 2012 to 29 May 2022
—E——FAA=tRAE_T-_—_FRA=-+hA
31 213 17 January 2013 to 16 January 2023
T =f—AttAE-_E-_=F—A+xAH
233,000 0.147 19 August 2015 to 18 August 2025
—E-RFNA+ABE=ZE=_RF/\A+/N\HB
2014
—ZE-MmEF
Number of options Exercise price* Exercise period
B ESR 1TEE" T EARE
000 HK$ per share
TF1n BRBT
19 3.36 17 January 2013 to 16 January 2023
—E—=F—A++tHE-_TE-_=F—A1+<H
237 5.68 30 May 2012 to 29 May 2022
—E-——FRA=tAE-_E_—_FRA-t+hAH
* The exercise price of the share options is subject to adjustment in case * B RBARAE 2 1 T{E B/A AR S BT TALAR

of rights or bonus issues, or other changes in the Company’s share

capital.

HARFRAEMEE T EHTFE o

BEBRENKXTERSRE -BZ-F—1

The share options are vested at the date of grant. 233,000,000 (2014:
Nil) share options were granted during the year ended 31 December
2015. The fair value of the share options granted was approximately
HK$26,400,000 (2014: Nil) and recognised as share option expense
during the year ended 31 December 2015.

F+ = A =+ — B L FE &% H 233,000,000
DEEBRE(CE—NF : T) - JKEHME
SCRBRRHE A B E#)/526,400,000/8 0 ( ==
—mE T WERNEE—FT—AF+=A
=t —HIFEERAETERERS -
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35.

SHARE OPTION SCHEME (Continued)

The fair value of equity-settled share options granted during the year
ended 31 December 2015 was estimated as at the date of grant, using
the Black-Scholes option pricing model, taking into account the terms
and conditions upon which the options were granted. The following
table lists the inputs to the model used:

35.

B RS Bl im)

(ZE=E-—RFTA=t+—HIIFEARH
A BEE BN A FEEINEHE R
VAT 7o — ST RETEIRE E BAEA MR fART - I
RRE BRSBTS - TX
YRR BRI ARE -

2015

—T—RF

Share price (HK$) f&ECET) 0.147
Dividend yield (%) B2 (%) -
Expected volatility (%) TEHDRE(%) 106
Risk-free interest rate (%) [ B 2 (%) 1.19
Expected life of options (year) BEBREN A FA(F) 5
Closing share price at grant date (HK$) R B E 2 iR E (BT) 0.147

The expected life of the options is based on management expectation
and is not necessarily indicative of the exercise patterns that may
occur. The expected volatility is estimated based on daily historical
stock prices of the comparable companies for a period with length
commensurate to expected term.

No other feature of the options granted was incorporated into the
measurement of fair value.

At the end of the reporting period, the Company had 233,404,981
(2014: 256,488) share options outstanding under the share option
scheme. The exercise in full of the outstanding share options would,
under the present capital structure of the Company, result in the
issue of 233,404,981 (2014: 256,488) additional ordinary shares
in the Company and additional share capital of approximately
HK$233,400 (2014: HK$20,519) and share premium of approximately
HK$35,430,000 (2014: HK$1,391,355) (before issue expenses).

BB AN ERE 2 TaH

TR A A RIs ERTR At F AR IR &
B B (EfhET o

FFEAHEERT S RERNETEREN
EAAFIE

PRSI @ IRIBELBRERE - AAF
5233,404,98115 (—Z—PU4E : 256,48815)
M ARTTEB AR o RIBA R FIREAAR
RERE - MRS HRTTENELCEREES
FETTE » & ERANA A58 SN 17233,404,981
A% (== —PO4F : 256,488[% ) T imARAR (D - 1%
HN49233,4007% 7T ( —Z — P04 : 20,5195 7T )
PR 7 R 3 411 #935,430,00058 7T ( — B — PO 4 :
1,391,355 8 70) I (B (RET TR Al ©
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36. CONTINGENT LIABILITIES 36.

The Company has no significant contingent liability as at 31 December
2015 and 2014.

37. OPERATING LEASE COMMITMENTS 37.

The Group leases certain of its office properties under operating lease
arrangements. Leases for properties are negotiated for terms ranging
from one to three years.

The Group had total future minimum lease payments under non-
cancellable operating leases falling due as follows:

RAREE
RARARRZZE—RER-_Z-—HE+_H
=t—BWESARAEE -
RERLAE

REEREE AT TR EHE %QE%

¥ - KEBNYFEROFRNF—E=F -

AR B 5 HfEIRA T AT R S KR
AREERERNFIRERES

2015 2014
—E-AF —T—mE
HK$’000 HK$’000
FHET FAxT
Within one year —FR 1,526 721
In the second to fifth years, inclusive FEFRF(REEEMT) 1,667 247
3,193 968
38. CAPITAL COMMITMENTS 38. EAAEE
The Group did not have any material capital commitments as at 31 AEER—_ZE—AFER-_FT—NF+_A
December 2015 and 2014. E+-EI§HT£1TEK§$7¥KB*
39. RELATED PARTY TRANSACTIONS 39. HEARS

Save as disclosed in elsewhere to the consolidated financial
statements, the Group have the following related party transactions.

RS BRE R B EHREEI - AL
lﬁ AT 25

Name of related party Relationship Nature of transaction 2015 2014
BB S S8 S XHEME —2-HF —T—mE
HK$°000 HK$'000
FTHET T

Lai Yau Hong, Thomson Secretary of the Company Loan interest payable
FEHER RARMWE FERERAIE 4 —

Loan payable

JEITE R 200 —

Note:  The interest rate of the loan was 1% per month. In the opinion of the
directors, the transactions between the Group and the related party were
conducted in the ordinary course of business.

Compensation of key management personnel of the Group

et . EFRERER1% EFRR - AEEHE
RT3 2 225 9 A BRI BAR T o

FEBTEEEEAR ZHMH

2015 2014

—E-IF —ZEF

HK$’000 HK$'000

FTHExT FHIT

Short term employee benefits 2 HAE S48 A 3,470 2,580

Post-employment benefits {ERERER 23 17

Equity-settled share option expense VARR R A E A B S B AR A =2 15,068 =
Total compensation paid to key management NTEEEEAB 2 H Bz

personnel 18,561 2,597
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40.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND 40. BHKEMREEBEEREE
POLICIES
The Group’s principal financial instruments comprise convertible KREEZ T2 BT AIERRES « &R
bonds, promissory notes, bank borrowings, cash and short-term 28 - RITER - BeREHFEN - ZZeR
deposits. The main purpose of these financial instruments is to raise TAFEEAAISE  SBEEES - AE
finance for the Group’s operations. The Group has various other EnpZEEMEHEEREE  WEEHA
financial assets and liabilities such as trade receivables and trade SEEE B IRIGHIERE SENFIE
payables, which arise directly from its operations.
It is, and has been throughout the year under review, the Group’s policy AEB ZBORARCBEFEE2FE TS
that no trading in financial instruments shall be undertaken. MTARS -
The main risks arising from the Group’s financial instruments are AEEer T EMES 2 EZ2RRAINE R M
foreign currency risk and liquidity risk. The Board reviews and agrees ErnsEeRk EFeslkREERsE
policies for managing this risk and they are summarised below. R 2 IR - 2N T o
Foreign currency risk HNEE 2\ g2
The Group has transactional currency exposures. Such exposures REBF R GEERR - :ZERKEAE
arise from sales, purchases or expenditure by operating units in EBEMMNEEEEUINEEELNEE KFA
currencies other than the units’ functional currencies. The following o NREIMAMNET(ET) RARET A
table demonstrates the sensitivity at the end of the reporting period to R DERKAIgeEE) - fEHMESRIFTE
a reasonably possible change in the exchange rates of the HK dollar RIER T - SRS RE ARG AIEE
(“HK$”) and Renminbi (“RMB”), with all other variables held constant, (EREBEERBGEZ A THEBEE) HEUX
of the Group’s loss before tax (due to changes in the fair value of [ERHT °
monetary assets and liabilities).
Increase/
(decrease) in
Increase/ loss before tax
(decrease) in and accumulated
exchange rate loss
MRELAIE R R
RitEE
EREA (TK) i, ()
Y% HK$ 000
% FHT
2015 —F-HF
If HK$ weakens against RMB BT ARKEE 10 15,656
If HK$ strengthens against RMB WS AREHE (10) (15,656)
2014 —Z U
If HK$ weakens against RMB w7 H A REEZE — =
If HK$ strengthens against RMB WS AR HE = =
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (Continued)

Liquidity risk

The Group’s objective is to maintain a balance between continuity
of funding and flexibility through the use of convertible bonds and

40.

B2 B VR B I FIR AR E SR SAd

PEERERE B RRBER(E)

S - RS RHRHEREEIE 2 HERT

promissory notes. &7 o
The table below summarises the maturity profile of the Group’s financial NREGIRIRS A93ERRIR M2 ANEEE B
liabilities based on contractual undiscounted payments. HaEZ 2 EHER -
2015 —E-HF
Within More than 1 year Total
oneyear butlessthan undiscounted Carrying
or on demand 5 years cash flows amount
SR—F KRR
—FRAFIERER BHREEF Renes BREE
HK$°000 HK$°000 HK$°000 HK$°000
FET TET TEx TER
Bank borrowings PATIER 386,002 557,060 943,062 851,824
Trade payables B S ENFIR 19,869 - 19,869 19,869
Finance lease obligation RMERERE 1,011 2,067 3,078 2,867
Other payables and accruals Hi IR EER 7,772 - 7,772 7,772
Convertible bonds AR ES - 124,068 124,068 100,205
Promissory notes YIS - 58,636 58,636 47,627
414,542 741,732 1,156,274 1,030,164
2014 —ZT—pug
Within  More than 1 year Total
one year but less than undiscounted Carrying
or on demand 5 years cash flows amount
EN—F REEER
—FNFHREK BARAE o AREE
HK$'000 HK$'000 HK$'000 HK$'000
THET T TET FET
Bank borrowings RITIER 206 = 206 206
Trade payables B S ENFIR 2,193 = 2,193 2,193
Finance lease obligation A SRR 519 1,831 2,350 2,350
Other payables and accruals HinfErRFE g A& 1,954 - 1,954 1,954
Convertible bonds gk ES - 124,068 124,068 87,803
Promissory notes R ER - 51,660 51,660 44,291
4,872 177,559 182,431 138,797
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40.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

Interest rate risk

The Group does not have material exposure to interest rate risk, as the
Group has no financial assets and liabilities of material amounts with
floating interest rate.

Management will continue to review the market trend, as well as its
business operation needs and its financial position in order to identify
the most effective tools for the Group’s interest rate risk management.

Credit risk

The Group’s credit risk is primarily attributable to trade, loan and other
receivables. Management has monitored the exposures on an ongoing
basis.

The Group not have concentrated credit risk by customer (2014: 15%)
of trade receivables were due from the largest customer as at 31
December 2015.

The Group not have concentrated credit risk by customers (2014: 40%)
of trade receivables were due from the five largest customers as at 31
December 2015.

The maximum exposure to credit risk is represented by the carrying
amount of each financial asset in the consolidated statement of
financial position after deducting any impairment allowance. The Group
does not provide any other guarantees which would exposure the
Group to the credit risk.

Fair value estimation

The fair values of current financial assets and liabilities are not
materially different from their carrying amounts because of the
immediate or short-term maturity.

The Group’s financial instruments carried at fair value represent the
Group’s other financial assets. The following provides on analysis
of financial instruments that are measured subsequent to initial
recognition at fair value, grouped into Level 1 to 3 based on the degree
which the fair value is observable.

- Level 1 fair value measurements are those derived from quoted
prices (unadjusted) in active market for identical assets or
liabilities.

- Level 2 fair value measurements are those derived from inputs
other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly (i.e. as prices)
or indirectly (i.e. derived from prices).

- Level 3 fair value measurements are those derived from
valuation techniques that include inputs for the asset or
liability that are not based on observable market data
(unobservable inputs).

40.

B EREE B A RBER (#)
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40.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

Fair value estimation (Continued)

All of the Group’s other financial assets were classified as
Level 2 as at 31 December 2014. The amount of approximately
HK$7,761,000 of the Group’s available-for-sale investments were
classified as Level 2 as at 31 December 2015. There were no
transfers between Level 1 and 2 in both years.

Capital management

The primary objectives of the Group’s capital management are to
safeguard the Group’s ability to continue as a going concern and to
maintain healthy capital ratios in order to support its business and
maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it,
in light of changes in economic conditions and the risk characteristics
of the underlying assets. To maintain or adjust the capital structure,
the Group may issue new shares. The Group is not subject to any
externally imposed capital requirements. No changes were made in
the objective policies or processes for managing capital during the year
ended 31 December 2015 and 2014.

The Group monitors capital using a gearing ratio, which is total
borrowings divided by total capital plus total borrowings. The Group’s
total borrowings represent bank borrowings, convertible bonds
and promissory notes. The Group’s capital represents the equity
attributable to equity owners of the parent.

40.

B EREEEERBE @

DFEEMAR(E)

R_ZE—NF+—A=+—H AEEMEHE
MeREERERAE _ER - N-T—HE
+=ZA=+—H ' BHX7,761,000%8 T2 K
SEAMEHERETERBAE B - RRE
FEF - F0RE B MW EE .

EXEE

AEE 2 EAER R T R NREAEEEE
ARSBIC B EEIRE 2 fE ) - ARSI E
AR M ERE G RIEALREE -

REEREE 2 QB E S M EREE - A
SEERHEAIIE LA EDETRE - SR
KTEEALUE - AEB AR T © &
SETLAINIHINE AR ESR AR - BRE
AZBRE  BRIBFREE—FT-—RFR—
T-MEF A=+ —HILFEIEEMNE

4

AEMAIBAARS FLRETAR - AARRE
H Sk A SRR A A B ANSE HAE -
SEEERBERRITEN - TRRESRAL
S8 - KRB ARG D TRIEAS B
PR -

2015 2014

—E-REF —ZE—OF

HK$’000 HK$’000

FET FET

Bank borrowings IRTTIERX 851,824 206
Convertible bonds AR ES 100,205 87,803
Finance lease obligation B A SRR 2,867 2,350
Promissory notes G 47,627 44,291
Total borrowings B AEE 1,002,523 134,650
Equity attributable to owners of the Company R RIRKHEGE B AR IR A 2 15,679 12,934
Total capital and borrowings BARRETR4EEE 1,018,202 147,584
Gearing ratio BARA B = 98.46% 91.24%

Neither the Company nor any of its subsidiaries are subject to
externally imposed capital requirements.

AR B RATAT B R BN INERF I AR
TEZHRR °
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41.

BUSINESS COMBINATION

(i)

Blossom Group

On 21 April 2015, the Group completed acquisition of the
entire issued share capital of Blossom Height Ventures Limited
(“Blossom Group”). Pursuant to the acquisition agreement,
the consideration was HK$72 million which was satisfied by
issuance of promissory note in the principal sum of HK$32
million (2015 PN) and convertible bonds (2015 CB) in the
prinicipal sum of HK$40 million.

The 2015 PN carries no interest and its fair value at acquisition
was approximately HK$21.4 million which was calculated
by discounting the estimated contractual cash flow over the
remaining contractual term at the discount rate of approximately
14.75%.

The 2015 CB bears no interest and carries a compulsory
conversion feature. The fair value of the 2015 CB at acquisition
date was approximately HK$30.4 million. Since the 2015 CB
are subject to compulsory conversion at maturity, the fair value
was considered to equal to the number of shares convertible by
the 2015 CB multiplied by the diluted stock price of the issuing
company at date of valuation.

Valuation for both of the 2015 PN and 2015 CB was performed
by an independent qualified professional valuer which is
independent to the Group.

41.

EBEst

(i)

Blossom&%E

R-ZT—RAFWMA-—+—H A&
52k Uk % Blossom Height Ventures
Limited ([ Blossom& & |) 2 2 32
BITIRA - RIBUKIE = - RK(EA
72,000,000/8 7T © AEITASE A
32,000,000/ AR ZR(—F—h
FHH IR AN 88 440,000,00075
T —E—RF R ES(CE—H
FARRES)E(E ©

—E-RFALEBETFE  HER
U B B B9 1 (B B 49 A& 21,400,000
B THBBRB T A OB RIRY
14.75% M BRIR AR (E AT A 4R &7
25HE -
—T-RERNBRRESTTEEA
SREIEE R c —T—RFEAR
BEHFNIE BB AFEBENA
30,400,000 7T ° AR =ZE—RF 0]
RS (B 25 7 R 52 08 I 1 8 R AR
B AFEEREA T —HFaH
R (EH AT 7 f ) FIA AT R AR
4B B ER R EEEAE o

TE - RFAREEN T —RHEA
B EFZ AEI BB AEE
B A BB EERET
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41. BUSINESS COMBINATION (Continued)

(i)

Blossom Group (Continued)

Following the completion of the acquisition, the major assets of
Blossom Group was 40% equity interest in Heng He Financial
Lease (Shanghai) Company Limited (“Heng He”), which was

M. EBKE/@E

(i) Blossom %= & (&)

RUkBE TRk % + BlossomE= 8 = %
BEABTRERE( LE)ARA

(Mem)) HIA0% IR - A "*57%

classified as an investment in an associate and accounted for R R AR E RiRE = EA
using equtity method. iR -
Amount
-
HK$'000
FHT
Investment in an associate R A RIRIRE 52,695
Cash and bank balances BE RIRIT4ES 7
Other payables, accrual and deposits received HAbERFIAE « Rt BERREKIRS (30)
Amount due to a shareholder FER — AR RIE (49,841)
Net assets acquired BEEEFE 2,831
Amount due to a shareholder e —RRR R IE 49,841
52,672
Gain arising from bargain purchase R EZEEREE N (912)
Net assets acquired attributable to equity owners  fRiEHEA A WEEEFE 51,760
Consideration for acquisition satisfied by AUT AR TR EAE
Convertible bonds (Note 28(2)) AR ES (17E28(2)) 30,387
Promissory notes (Note 29) #HEE (H5E29) 21,373
51,760
Analysis of cash and cash equivalents in ISR KRS FMEIER
respect of the acquisition:
Cash consideration paid ENERERE -
Cash and bank balances acquired BIRRERIRE RRIRT TR 7
Net cash inflow of cash and cash equivalents R&RFEESEEERNEESRAFE 7

If the business combination effected during the year had been
taken place of the beginning of the year, the revenue and profit
for Blossom Group would have no material contribution to the

Group.

EERNER

MR FERNERZ EIEEHERFIET
Blossom& [ 2 WA R a= i e AR S EE
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EXkattum

(i)  Heng He (i) 1B

41. BUSINESS COMBINATION (Continued) 41.

On 31 August 2015, the Company completed the capital
injection of HK$48 million in cash into Heng He as its paid-up
capital. As a result, the Company owned an indirectly equity
interest of 56.97% in Heng He. Upon the completion of the
capital injection, Heng He became an indirect non-wholly-
owned subsidiary of the Company. Assets acquired and
liabilities assumed at acquisition date are as follows:

RZB—RENA=1+—8 ' AQ7F
SERK A8 A LAZR )% % 48,000,000/
T (EAEEHRA - Bt - ARF]
A 1550 E)56.97 % EHE AR © ST E T
Bf% - B AR B EEIER BT
BAE RKBERHEKREELEERE
EEEEHNIT

Amount
ik
HK$'000
FHIT
Property, plant and equipment IS N 969
Financial lease receivables EEH S ELGRIR 1,174,397
Available-for-sale financial assets At ESREE 7,886
Cash and bank balances e RIRI T4 9,217
Deposits, prepayment and other receivables &e « TEAF0E READ EGRIE 691
Deferred tax assets RETIAAE 7
Account payables FERTBRTR (6,193)
Bank borrowings HRITIER (1,006,349)
Receipt in advance TREUSARK (307)
Other payables, accrual and deposits received HMEMFIA -« ERT B R RE R (2,015)
Tax payable JERIAIIA (1,289)
Net assets acquired BEEETE 177,084
Less: Non-controlling interests W IR R (76,126)
Gain arising from bargain purchase REHEBEE k= (1,319)
Net assets acquired attributable to equity owners  f&iE#EE AEGEWREEEFE 99,639
Consideration for acquisition satisfied by AUT AR ZTHURENAE
Cash consideration paid BERERE 48,000
Investment in an associate R—REE AR E 51,639
99,639
Analysis of cash and cash equivalents in FUEESEATHRE R
respect of the acquisition: REEMEIER -
Cash consideration paid BEREERE (48,000)
Cash and bank balances acquired BEWEERIR & MR TAE AR 9,217
Net cash outflow of cash and cash equivalents RE&RBEEZEEEWEEREE (38,783)

If the business combinations effected during the year had been MR ERNEITH RS I ERNEVHE
taken place at the beginning of the year, the revenue and profit 17+ B A KOs ) E 5 I &
for Heng He would have been approximately HK$52,572,000 52,572,000 7% 7T 2 %) /312,172,000 7

and approximately HK$12,172,000 respectively. JT °
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41. BUSINESS COMBINATION (Continued)

(iii)

Mian Yang Heng Da

On 3 April 2015, the Group completed the acquisition of 60%
equity interests in Mian Yang Heng Da Information Technology
Limited (48f518E {5 ERHR AR A7), a company established
in the People’s Republic of China at cash consideration of

M. EBKE/@E

i) ferpiEE

W_ZE—HFEMA=ZH ' AEBTHK
WiE#RS B R R AR AR (—H
FAFREE A REFNEIRC A AT A 7])60%A%
¥ - HEN(EH5,019,000%7T ©

HK$5,019,000.
Amount
HK$'000
FHIT
Property, plant and equipment YIE -~ B R 99
Long term deferred assets REPRIEE = 84
Cash and bank balances RE MR THER 2,867
Inventories Eass 293
Accounts receivables FEMERTR 78
Deposits, prepayment and other receivables e - TENFEE R EENGIR 258
Account payables FENFBRIR (21)
Other payables, accrual and deposits received HMEFIA - ERTER kB R (557)
Net assets acquired ENEEEFE 3,101
Less: Non-controlling interests 40% B IR 40% (1,241)
Net assets acquired attributable to equity owners  JRIEES AEEC WEEEFE 1,860
Goodwill HE 3,159
5,019

Consideration for acquisition satisfied by AUT AR TR EAE

Cash B 5,019

5,019

Analysis of cash and cash equivalents in respect ~ FLREEEELITIRE M

of the acquisition: ReFEER -

Cash consideration paid EREERE (5,019)

Deposit paid in cash during the year ended HE—T—MF+-A=+—HIF

31 December 2014 FEEMNRSKRS 2,500

Cash and bank balances acquired EUEBRIIRE KR THEER 2,867

Net cash inflow of cash and cash equivalents RERBEEZEEENWRERATE 348
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41. BUSINESS COMBINATION (Continued)
(iii) Mian Yang Heng Da (Continued)

As a result of the acquisition, the Group is expected to increase
its presence in these markets. The goodwill of approximately
HK$3,159,000 arising from the acquisition is attributable to
economies of scale expected from combining the operations
of the Group and Mian Yang Heng Da Information Technology
Limited. None of the goodwill recognised is expected to be
deductible for income tax purposes.

If the business combinations effected during the year had
been taken place at the beginning of the year, the revenue and
loss for Mian Yang Heng Da would have been approximately
HK$500,000 and approximately HK$1,806,000 respectively.

(iv) Ever Hero Group

On 4 April 2014, the Company completed the acquisition of the
entire equity interests in Ever Hero Group.

The consideration was satisfied by (i) HK$20,000,000 cash; and
(if) HK$51,000,000 promissory notes (2014 PN) issued on the
completion date of acquisition.

Pursuant to the sales and purchase agreement, the profit
guarantee for Ever Hero Group’s net profit before tax and
before extraordinary items for the years ended 31 December
2013 and 2014 shall not be less than HK$5,000,000 and
HK$8,000,000 respectively. In the event of guaranteed profit
cannot be met, the shortfall amount will set off against the 2014
PN on a dollar for dollar basis with a cap of HK$13,000,000.
The fair value of the profit guarantees of Ever Hero Group was
HK$6,773,000 at the date of acquisition based on valuation
performed by Castores Magi Asia Limited.

EXkattum

(iii)

(iv)

AREEE (|)

RNETRIBEER - NEEEE N
HRZEMHZEEE - WESHE
A 2 413,159,000 /ETTIRE A B A
SERGHEEEERRBRARZ
EBTREE B MRS - TR
BURC HERRT B AR S B T AR

RN FRETHEREA HERNFIE
17 #efm B A R EIEE D RIK)
#%500,000/8 7T 12 47.4%1,806,000/8 7T °

Ever Hero5%H

RE=T—WFEMAMA - ARRIFEK
WS Ever HerofE B2 2R A4 as o

B B R (E B (i) LA 5 £ 20,000,000 7
TC ¢ R(iAURETER B AR T RS 58
51,000,000/ 7T 2 i =R (= —I
FRAERB)ER -

R4 & M 88 E 35 @ Ever Hero%
B wfREABE_T—=FK_
T-—NME+-A=+—BItFERK
TR IELEIE B B4R 2 BN
5,000,0007%5 77 528,000,000/ 7T, © fi#{R
Ba A TeeER - TRESIZRAES
REEME T —F AR ERE - +
FR £13,000,00075 7T © 1R 45 522 20
BRARHEITZ41E © Ever Hero%=E
ZaFRFBRWE B A EBER
6,773,000/8 7T ©
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41. BUSINESS COMBINATION (Continued) 4. EBEHt@
(iv) Ever Hero Group (Continued) (iv)  Ever HerofE (&)
The fair value of assets acquired and liabilities assumed on the AUREESERC B BRFT IR B BE S FFcE
completion date of acquisition were as follows: BEZATFEEAT
Amount
i
HK$'000
FAT
Cash and bank balances RE RIRITHERR 10
Trade receivables FEWE S50E 3,600
Deposit, prepayment and other receivables e~ AR R EMERGRIE 1,056
Amounts due from a shareholder FEMARER I8 11,234
Trade payables B S ERIR (1,000)
Other payables, accrual and deposits received HMERIE © BB R RBYiRE (46)
Tax payable FERTIE (1,037)
Net assets acquired PR & E 558 13,817
Less: Non-controlling interest Ve = i 2 (692)
Net assets attributable to equity owners of Ever Hero5s B A A E(EEE T
Ever Hero Group 13,125
Other financial asset — profit guarantee Hi S B E - UATEENE 28RS
at fair value 6,773
Goodwill Eic 44,178
64,076
Consideration for acquisition satisfied by: AT RS RIUREERE -
— Cash paid —BfRe 20,000
— Promissory note issued at fair value —RATEEETIERLRRE 44,076
64,076
Analysis of cash and cash equivalents FEEELH S KRS EEEE ¢
in respect of the acquisition:
Cash consideration RERE 20,000
Deposit paid in cash during the year ended HE-T—F+-_A=1+—HILFE
31 December 2012 BENEeERS (20,000)
Cash consideration paid during the year ended HE-TMF+—_A=1T—HIFE
31 December 2014 ENREHKE =
Cash and bank balances acquired BUEEHIR & R R TAE R 10
Net cash inflow of cash and cash equivalents REE—TNF+_A=+—HIFEZ
during the year ended 31 December 2014 Re RRSSEBRARSRAFE 10
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41. BUSINESS COMBINATION (Continued) 4. EBEH@
(iv) Ever Hero Group (Continued) (iv)  Ever Herof5[E (&)

As a result of the acquisition, the Group is expected to increase FAREI TR TE - ANEETEARIE N
its presence in these markets. The goodwill of approximately ERZEmS 2 e X - WEEIEE
HK$44,178,000 arising from the acquisition is attributable to 4 7 B H944,178,00078 T0R B & B
economies of scale expected from combining the operations RE [ EEver Hero5k B 7 75 TaHAE
of the Group and Ever Hero Group. None of the goodwill B RIB BN - AR ED R
recognised is expected to be deductible for income tax PEEEFLPTSR T LA ©
purposes.

Had the combination taken place at the beginning of the WEHRBEE-_E—WNE+_H
year ended 31 December 2014, the revenue and the profit =+ —HIEFEMEST - AlEver
of the Ever Hero Group would have been approximately Hero% & 2 WA K F#2 Bl 4 5
HK$11,082,000 and approximately HK$1,338,000, 11,082,000/ 7T M 441,338,000/ 7T ©

respectively.
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42. STATEMENT OF FINANCIAL POSITION 42. BIERRIRE
2015 2014
—E-HF —ZE—OF
Notes HK$’000 HK$’000
Fo=E FET FHET
ASSETS BE
Non-current assets FRBEE
Interests in subsidiaries KB ARz 230,580 142,613
Current assets RENEE
Prepayments, deposits and other receivables T8I 70A ~ & K
E A fEGRIE 1,685 2,081
Cash and cash equivalents e kRS EEIER 18,118 28,736
Total current assets MBEEAE 19,803 30,817
Total assets EEHAEB 250,383 173,430
EQUITY AND LIABILITIES REEZREE
Issued capital BT 26 1,225 30,643
Reserves et 27(b) 63,808 (15,015)
Total equity tEs iR 65,033 15,628
Non-current liabilities FREBAR
Convertible bonds AR ES 100,205 87,803
Promissory notes A 47,627 44,291
147,832 132,094
Current liabilities REAE
Other payables and accruals HhfEfRIa R gt &R 3,682 600
Due to subsidiaries FERTHB A RIRIE 33,836 25,108
Total current liabilities mENa EeE 37,518 25,708
Total liabilities aE8E 185,350 157,802
Total equity and liabilities BRREZKkEEEE 250,383 173,430
Net current (liabilities)/assets REN(EE) EEFE (17,715) 5,109
Net assets EEFE 65,033 15,628

Approved and authorised for issue by the board of directors on
11 March 2016.

KEFEN T R"F=A+— BRERBHETIE -

Cheung Wai Yin, Wilson Lau Chi Yan, Pierre

REE 2|E 1=
Director Director
BE BE
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42,

43.

STATEMENT OF FINANCIAL POSITION (Continued)

The consolidated loss attributable to owners of the Company for
the year ended 31 December 2015 includes a loss of approximately
HK$82,364,000 (2014: HK$242,949,000) which has been dealt with in
the financial statements of the Company.

LITIGATION

On 22 January 2015, the Company announced that a writ of summons
was issued in the Court of First Instance of the High Court of Hong
Kong by Au Kai To, Karel, as the plaintiff claiming against (i) End
User Technology Limited, an indirect wholly-owned subsidiary of the
Company, as the first defendant; (ii) the Company, as the second
defendant; and (iii) Mr. Lau Chi Yan, Pierre, the managing director and
executive director of the Company, as the third defendant for, inter alia,
(1) specific performance of an agreement dated 2 May 2013 in relation
to a discloseable transaction of the Company (details of which were
disclosed in the announcement of the Company dated 2 May 2013);
or (2) alternatively, the damages in the sum of HK$8,000,000 in lieu of
specific performance; and (3) the interest; (4) further and/or other relief;
and (5) the costs.

The Company have instructed legal representative to handle the
matter, and was advised that the claim did not have merits as the
agreement had been duly and completely performed. The three
defendant, namely the Company, its subsidiary and Mr. Lau Chi Yan,
Pierre has filed the relevant statements of defence with the High Court
accordingly.

42,

43.

B REAR R R TR ()

E-T-AFE+-A=1t—HIEE &
RIS AR 2 ir A IR BEEEART
B 765 R o5 A B 3 Y 5 18 4982,364,00078 7T (—
T—PU4E : 242,949,000/57T) °

R-Z—RF—A-+—H ARREM &
BEF(BEE)REBESARREAEER THIA
TEHEASH - (VR R ZEEEENER
AJEnd User Technology Limited (55— (i)
AABEZHE) » Ri)VNATZEEER
BRI TERREC(BE=WE)  URATE
HRERE - HPeiE (WEHA=Z—=F
A=A 2R TR - RABEAARZ
BIWERS (FHERARRBRAE=Z—=
FRAZAZAMEE)  sR)ERIEH -
8,000,000/ LRI A HIBITIEE « RE)F!
B (AE—F RS EMEE - RGN

ARBEHENEERREEEHEE - WS
HMZEBRRWERDIEE - ARZMHRCEL
ARZERT - RS BEHEA R R EHME
RERBECREC AR AR
=,
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44,

EVENTS AFTER THE REPORTING PERIOD

(1)

)

On 22 January 2016 (after the trading hours), Heng He, 1## R
R EH ST (E)F)BRE AR (Kun Gen Equity Investment
Fund Management (Shanghai) Limited*) (“Kun Gen”) and
SN B 7% & 1 A BR 2 7] (Shanghai Hua Hao Financial
Management Limited*) (“Shanghai Hua Hao”) signed and
executed the documents necessary for the formation of 7245
=482 7] (Merdeka Credit Information Limited*) (“Merdeka
Credit”), namely, the memorandum and articles of association,
the first directors’ meeting minutes and the first shareholders’
meeting minute (the “Necessary Documents”) in relation to the
formation of Merdeka Credit. It is expected that Merdeka Credit
would be principally engaged in the provision of various kinds
of credit information services to local and overseas institutional
investors, financial institutions, regulatory authorities,
government departments and economic research houses.

The registered capital of Merdeka Credit is RMB50 million
(equivalent to approximately HK$60 million). Pursuant to the
Necessary Documents, Heng He, Kun Gen and Shanghai Hua
Hao will contribute 70%, 20% and 10% of the registered capital
of Merdeka Credit respectively.

As the applicable percentage ratios for the transaction
contemplated under the formation of Merdeka Credit exceed
5% but are less than 25%, the transaction constitutes a
discloseable transaction for the Company under Chapter 19
of the GEM Listing Rules and is subject to the notification and
announcement requirements thereunder.

On 8 January 2016, (i) the Company; (i) B i % # & & &
& (EE)ABRA A (Guo Zhou Equity Investment Fund
Management (Shanghai) Limited *) (“Guo Zhou”); and (iii)
Shanghai Xunli entered into a strategic cooperation agreement
(“Strategic Cooperation Agreement”), pursuant to which, among
other matters, definitive separate cooperation agreement would
be negotiated and entered into when commencing any and all
specific business. Th ere is no specific term for the validity of the
Strategic Cooperation Agreement.

Shanghai Xunlin is a substantial shareholder holding 43.03%
shareholding interest in Heng He, as such, Shanghai Xunli
is regarded as a connected person of the Company at the
subsidiary level, however, as the Strategic Cooperation
Agreement did not involve any transaction and thus did not
constitute a connected transaction of the Company under
Chapter 20 of the GEM Listing Rules.

*  For identification purpose only {Z{2z5

4. HEWPERER

M

RZE—RF—AZ+=R(RHHE
&) BN HRREREESEE
(EH)BRRR([HE ]) & EGE
FEEEAR AR ([ EEZER )
YEEBEERAR(BEHEDER
I RHITLHE X - BREEK S
BRE 2 AR AABERR AL R AR -
FREZTSYHRLERERRE
AeeZci((BEXH]) - HEE
BERHEZEEXRARBEANRGIME
BIREE - HKE BEEER - K
SEBFI R BT AT S B ERE
AR ©

EEHEZEMERABARKE
50,000,000 ( #4625 7260,000,000/%5
TT) o AREMNEX T 1B R K E
VEERE IS S B S B RS E A
ET70% - 20%5210% ©

R B REBIEE TRETZR S
HE A B 0 L iB5% B A1 25% -
WX AIRIBEIFR ETRRIFE195
BRARRNATRERS - WHEE
SPHIE MBI AEHIRE ©

RZZF—A"F—ANB ' ()\&RF
Hi)EMREREESER(L8)A
FRAT(TBIMN]) + K LSBT
A 1EE ((BEEAERE]) - &
I (ERBRE)  BEARITARERT
BRI A& R - HeeRREM &
S IBEBEESIEET - BBSA EIH =
SRR AR

e REES 1B)743.03% 2 At A
HFERRE - At - DERBERRA
AATRHBARERZEEAL
BERAERHT THIMRS W
TR AIZENR _ET AR AISE20F I8 A
NEIRIRSER S o
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45. ISSUED BUT NOT YET EFFECTIVE HKFRSs 45. EEMEEREMMEBUBHREZER
New and revised Standards and Interpretations issued but not yet C MEAR{E e R AE AT RT R R IEET 2R
effective R2RE
The Group has not early applied the following new and revised AREEWEE TR ER NIEBME R ARER
HKFRSs that have been issued but are not yet effective. e ISR BB TSR E2ER] -

HKFRS 9 Financial Instruments*

BB TSR EXERIZE 955 SR T A

HKFRS 14 Regulatory Deferral Accounts?

B TEIREAERIZE 1458 EEIRIEARE?

HKFRS 15 Revenue from Contracts with Customers?®

BB TEIRELERIZE 1557 BF & KIS

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

BRI EREERIZ115R(EFTAR) WHES & 5w 2 SRR

Amendments to HKAS 1 Disclosure Initiative’

BEGETERIZE15R (BRI A) HERETEN

Amendments to HKAS 16 and HKAS 38 Clarification of Acceptable Methods of Depreciation and Amortisation’
HBGHERIE165E RBEB G EREISR(EFTAR) BEINE REHZ AR A

Amendments to HKAS 16 and HKAS 41 Agriculture: Bearer Plants’

EREGERIE165 REBGHEREMKUEFTAR) BE  £EUEY

Amendments to HKAS 27 Equity Method in Separate Financial Statements’
BEGFHERIFE 275 (BFTA) RIS E N 2 A

Amendments to HKFRS 10 and HKAS 28 Sale or Contribution of Assets between an Investor and its Associate or

Joint Venture'
BB IREERIZ105E R EB G ERIFE2857 REFEABMENRNAERAAZ A EEHESHE
(BRTA)
Amendments to HKFRS 10, HKFRS 12 Investment Entities: Applying the Consolidation Exception'
and HKAS 27
ERUBMEERNFE05E - BEMBMELLF125 REEE : BRAGa ARZHIIMER
REBGHERE27HR(EFTA)

Amendments to HKFRSs Annual Improvements to HKFRSs 2012-2014 Cycle'

BRI TEREERI(EETA) BAVBREEN T —FE T - NFRERFESEE

1 Effective for accounting periods beginning on or after 1 January 2016 1 RoT—NF— A —BxX BB et
HAfE AR

2 Effective for first annual financial statements beginning on or after 1 2 W NE— AR zERBzan

January 2016 SRS E R

8 Effective for accounting periods beginning on or after 1 January 2017 3 N-E—+F— B2 BRAzEs
BARIAERR

4 Effective for accounting periods beginning on or after 1 January 2018 4 R-T— ) \F— A —BszERKBzEt
BARIAERR

46. APPROVAL OF THE FINANCIAL STATEMENTS 46. BAIEEREZHLE
The financial statements were approved and authorised for issue by the AR EELEETEN S —"F=A+—

Board on 11 March 2016. Azt R IERETI)ES o
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Summary of Financial Information

MEBHEER

A summary of the results and of the assets, liabilities and non-controlling LA T AZNEE@EREMKEE BRI EE AR E
interests of the Group for the last five financial years/period, as extracted from = - B&MIBEBAESHE - JHiEsEE 0 TIESHNEE
the published audited financial statements, is set out below: TSRS ¢

RESULTS E S

Year ended Year ended Year ended Year ended Year ended

31 December 31 December 31 December 31 December 31 December
2011 2012 2013 2014 2015
BE-_T——F HZE-T-—F HE-ZT =F HE_T-UF BHE-Z-If
TZA=+—8 tZA=t—8 +ZA=+—-8 +t=ZA=t—H +=A=+-~H

HFE HFE HFE FFE LEE

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

T FET FET THT FHT

Revenue WA 8,891 7,909 40,762 69,877 131,398
LOSS BEFORE TAX BB RTS8 (69,526) (644,073) (115,153) (180,099) (119,388)
Income tax P - - - (640) (4,004)
LOSS FOR THE YEAR FREE (69,526) (644,073) (115,153) (180,739) (123,392)

Attributable to: FEMY :

Owners of the Company AARREEEA (67,157) (613,037) (109,167) (172,225) (124,944)
Non-controlling interests JEEltER (2,369) (31,036) (5,986) (8,514) 1,552
LOSS FOR THE YEAR FRER (69,526) (644,073) (115,153) (180,739) (123,392)

ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS ¥E - BERFERER

As at As at As at As at As at
31 December 31 December 31 December 31 December 31 December
2011 2012 2013 2014 2015

R-ZT——& WPT——F R-T-=F R-T-NF R-B-1F
+=A=+-8 +=ZA=+-8B +=ZA=t+-H +=A=+—-8 +=A=+-H

HK$'000 HK$'000 HK$'000 HK$000 HK$°000
T FHT FET THT FHRT
TOTAL ASSETS BEE 921,601 314,400 246,760 142,899 1,117,360
TOTAL LIABILITIES BaE (305,635) (194,262) (190,047) (139,437) (1,033,666)
615,966 120,138 56,713 3,462 83,694
EQUITY: R
Equity attributable to AATREEEA
owners of the Company [ 580,594 115,802 58,363 12,934 15,679
Non-controlling interests R 35,372 4,336 (1,650) (9,472) 68,015

615,966 120,138 56,713 3,462 83,694
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GENERAL TERMS  —f:A%

2008 CBs The convertible bonds issued by the Company on 12 August 2008 as part of the
consideration to acquire the forestry business. These convertible bonds, originally due
on 12 August 2011 and extended to 12 August 2017, are interest-free and convertible
into the Shares at the conversion price of HK$0.3696 per Share (subject to adjustment
according to the terms of the convertible bonds)

B N\FrAERES BHARAR ZZZNENR+ZBEITERBIBMARER 2 3D KRB 2 AIHERES © %

2015 CBs

—E-REABERES

SrgRESF(FER-E—FN\A+-REHTE=E—"FT—+FN\A+=-R)AERE -
I AT AR (S B A% 0.369678 T (AR IR Al AR (E55 2 (630 A T %) ik AR5

The convertible bonds issued by the Company on 21 April 2015 as part of the
consideration to acquire the entire issued share capital of Blossom Height Ventures
Limited. These convertible bonds due on 21 April 2018 are interest-free and convertible
into the Shares at the conversion price of HK$0.23 per Share (subject to adjustment
according to the terms of the convertible bonds)

BARFER = —RFMA = +—HET{E AU EBIossom Height Ventures Limited %
BHEBITRAZEH D RE 2 TR ES - ZEABRREFFIN_Z—/\FMHNA_+—H
FEE AR - W AR AR EFAR0.237 T (IR AR R &5 < K A] TR ) LRk

(%)

AGM(s) Annual general meeting(s)

RERAFRE SN

Articles The Articles of Association of the Company

Gl R RIAEBEEARA

Audit Committee The audit committee of the Company

BEZEE® RNRAREZZER

Board The board of Directors

EE Y EHY

CEO The chief executive officer of the Company

TR AR EHTRER

Chairman The chairman of the Company

TR RNRRERE

Code The Corporate Governance Code under the GEM Listing Rules
SR BIEMR EmRAIE T REERSFA

Company Merdeka Financial Services Group Limited

FiN/NET! Merdeka Financial Services Group Limited (212 & @ik E =B HR Q)
Director(s) The director(s) of the Company

BF RNARES

GEM The Growth Enterprise Market of the Stock Exchange

BIZAR Bi 22 PRI AR

GEM Listing Rules
BIZER EAR A

Group
rEE

HK or Hong Kong

=

7/

HK$
BT

* B

The Rules Governing the Listing of Securities on the GEM
BIZRES EA Al

The Company and its subsidiaries
AREREHBAR

The Hong Kong Special Administrative Region of PRC
FEEESRIITTH R

Hong Kong dollar(s), the lawful currency of Hong Kong

B BEAEER



MERDEKA FINANCIAL SERVICES GROUP LIMITED E#SBBEERER AT

Glossary of Terms

B RE

INED(s)
BN IEHITESE

lvana
lvana

N/A
EmR

Nomination Committee

REZE®

PRC
G

Remuneration Committee

FHEES

RMB
AR®

Rp
N

SFC

ekl

g m

SFO
o KBRS

Share(s)
it

Shareholder(s)
ARER

Stock Exchange
B2 BT

us
ESEY

usb
ey

%
%

FINANCIAL TERMS

Current Ratio

RELL

Gearing Ratio

BREFELE

Independent non-executive director(s)

BUIFITER

Ivana Investments Limited, a substantial shareholder of the Company
Ivana Investments Limited © ZNAF) 2 EZARER

Not applicable
NEA

The nomination committee of the Company

ARFRERE®

The People’s Republic of China
FREE A RAAE

The remuneration committee of the Company

ARRFHHNEES

Renminbi, the lawful currency of PRC
AR - PBUAEES

Rupiah, the lawful currency of Indonesia

EEE @ ENeEEa%

The Securities and Futures Commission

EFPHREHERZES

The Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
BEEBIEST1E B H KA E &I

The ordinary share(s) of HK$0.001 each in the share capital of the Company
RARIRAFR GAREEO0.001E TTHY E AR

Holder(s) of the Share(s)
BB A

The Stock Exchange of Hong Kong Limited
BRMERXHMBER AT

The Unlted States of America

%ﬂ:lj =] KIZ

United States dollar(s), the lawful currency of US
E7T EBEUEE R

Per cent.
AL

Current assets divided by current liabilities

REBEERAREBE

Total borrowings (representing bank & other borrowings, convertible notes and finance
lease payable) divided by total capital employed (i.e. total Shareholders’ fund plus total
borrowings)

mEs(ARITREMER  AIRRERRBEESENE
Hx%é/fwgﬁbun HETR)

KIR) BR DA 8 M0 & AR (BD



www.merdeka.com.hk

Merdeka Financial Services Group Limited
Room 1502, Chinachem Century Tower,

178 Gloucester Road, Wanchai, Hong Kong

Tel : 8523101 2929

Fax : 852 3568 7465

EESRRKEEERAT

BRSBTS T BT8R ERE 42 B 15 1502F
E % 852 3101 2929

{8E : 852 3568 7465
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