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

On behalf of the board (the “Board”) of Directors, | hereby present to
our shareholders (the “Shareholders”) the annual results of the
Company and its subsidiaries (collectively, the "Group”) for the year
ended 31 December 2015.

FINANCIAL HIGHLIGHTS

During the year, the revenue of the Group for the year ended
31 December 2015 was approximately HK$964,000, representing a
decrease of approximately 73% as compared with that in 2014. The
revenue was mainly derived from lottery business. The loss
attributable to owners of the Company was approximately
HK$54,679,000 for the year ended 31 December 2015, representing a
decrease of approximately 71% as compared with that in 2014.

BUSINESS OVERVIEW

The Group is principally engaged in the provision of lottery system
management service and the operation of lottery sales halls services
in the People’s Republic of China (the “PRC").

During the year, the Group operated and managed the sales hall of a
quick-result lottery game of China Welfare Lottery “Happy 12" in
Liaoning Province, the PRC. Besides, the Group is also the terminal
equipment provider for the Hainan sports entertainment electronic
video lottery terminals (“VLT") instant lottery project in the PRC.

SUPPLY CONTRACT OF SPORTS
ENTERTAINMENT ELECTRONIC VIDEO LOTTERY
TERMINALS

In 2014, the Group won the open bid (quotation required) for the
procurement of sports entertainment electronic VLT by Hainan
Provincial Government of the PRC (the “Hainan VLT Project”). An
indirect non wholly-owned subsidiary of the Company, /&R &=
B B BR A A (transliterated as Shenzhen Huancai Puda Technology
Company Limited) ("Huancai Puda”), has entered into a supply
contract with Hainan Provincial Sports Lottery Administration Centre.
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The Company is aware that, the procurement of Hainan VLT Project is
the first open bid (quotation required) for government VLT
procurement in the sports lottery market in the PRC. In 2015, sales of
sports lotteries in the PRC reached approximately Renminbi (“RMB”)
166.37 billion. In comparison, sales of welfare lotteries in the PRC
amounted to approximately RMB201.51 billion in 2015, while the video
lottery “China Welfare Lottery Online” recorded sales of approximately
RMB28.939 billion, approximately RMB37.746 billion, approximately
RMB42.467 respectively for 2013, 2014 and 2015. The sales of
electronic video lottery recorded a year-on-year growth of
approximately 12.5%. The Group is the sports entertainment electronic
VLT provider in the first open bid (quotation required) for government
procurement in the PRC's sports lottery market. Capitalising on our
technical strengths, the Group will extend its VLT business presence in
other provincial sports lottery markets. The Hainan VLT Project is also
the “only” VLT video electronic instant lottery in the sports lottery
market of the PRC, which includes games such as horse racing and
certain other games. The Hainan VLT Project has obtained approval for
sales online from the Ministry of Finance of the PRC. Details of the
Hainan VLT Project were set out in the Company’s announcements
dated 5 June 2014, 9 June 2014 and 2 January 2015 respectively.

INDUSTRY OVERVIEW

China'’s lottery industry has gone through a slow year in 2015, with
total sales of lottery amounting to RMB 367.88 billion, representing a
decline of approximately 3.8% year on year. Welfare lottery and sports
lottery contributed approximately RMB 201.51 billion and
approximately RMB 166.37 billion, declined approximately 2.2% and
approximately 5.7% year on year respectively. The only growing lottery
type was welfare video lottery which grew approximately 12.5% year
on year.

While there was no major international sporting event in 2015, the
soft-landing of China’s economy has been attributed as one of the key
factor for the decline. Furthermore, the Central Government’s process
in regulating the Internet Lottery has brought certain impact into the
industry too.

However, as an emerging industry with over 200 million consumers,
our Group still believes that the PRC’s lottery industry will have a
sustainable development along with the richer non-paper lottery
products, enlarging lottery market, updating lottery types, plentiful
lottery buying channels, enlarging lottery consumer group and
enriching lottery cultural content in the coming years.
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CHAIRMAN’S STATEMENT
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PROSPECT

As mentioned in the third quarterly report of the Group, great health,
big data, cloud computing, intelligent wearable device, etc., have
become an emerging industry with huge potential growth in the future
market. According to the National 13th Five-Year Development Plan,
the Group is aggressively developing a “medical” grade smart
wearable device. A team of world-class professionals has been
recruited and the world’s first “medical” grade wearable device
“watch” with 24 hours real-time continuous automatic remote
monitoring of pulse rate, heart rate, electrocardiogram (ECG), blood
pressure functions within one single interface has been developed. It
has been sent to the independent third party health inspection
institution appointed by the State Food and Drug Administration for
examination. Medical device registration certificate and medical
device manufacturer certification are being applied in progress
following regular procedures.

In 2016, the Group will concentrate its resources in promoting the
development of the developing “medical” grade intelligent wearable
devices, and at the same time will keep looking for new business
development opportunities.

APPRECIATION

Lastly, I would like to extend my heartfelt appreciation to our valued
Shareholders, business partners, advisors, management and staff for
their continued support of our efforts to capitalise on this promising
industry.

Leung Ngai Man
Chairman of the Board

Hong Kong, 23 March 2016
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MANAGEMENT DISCUSSION AND ANALYSIS
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OPERATIONAL AND BUSINESS REVIEW

The Group is principally engaged in the provision of lottery system
management service and the operation of lottery sales halls services
in the PRC.

During the year, the Group operated and managed the sales hall of a
quick-result lottery game of China Welfare Lottery “Happy 12" in
Liaoning Province, the PRC. Besides, the Group is also the terminal
equipment provider for the Hainan sports entertainment electronic
VLT instant lottery project in the PRC.

MAJOR EVENTS

Supply contract of sports entertainment electronic video
lottery terminals

In 2014, the Group won the Hainan VLT Project. Huancai Puda has
entered into a supply contract with Hainan Provincial Sports Lottery
Administration Centre.

The Company is aware that, the procurement of Hainan VLT Project is
the first open bid (quotation required) for government VLT
procurement in the sports lottery market in the PRC. In 2015, sales of
sports lotteries in the PRC reached approximately RMB166.37 billion.
In comparison, sales of welfare lotteries in the PRC amounted to
approximately RMB201.51 billion in 2015, while the video lottery
“China Welfare Lottery Online” recorded sales of approximately
RMB28.939 billion, approximately RMB37.746 billion, approximately
RMB42.467 respectively for 2013, 2014 and 2015. The sales of
electronic video lottery recorded a year-on-year growth of
approximately 12.5%. The Group is the sports entertainment electronic
VLT provider in the first open bid (quotation required) for government
procurement in the PRC's sports lottery market. Capitalising on our
technical strengths, the Group will extend its VLT business presence in
other provincial sports lottery markets. The Hainan VLT Project is also
the “only” VLT video electronic instant lottery in the sports lottery
market of the PRC, which includes games such as horse racing and
certain other games. The Hainan VLT Project has obtained approval for
sales online from the Ministry of Finance of the PRC. Details of the
Hainan VLT Project were set out in the Company’s announcements
dated 5 June 2014, 9 June 2014 and 2 January 2015 respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Framework agreement in relation to a possible acquisition

On 11 November 2011, a subsidiary of the Company (the
“Subsidiary”) entered into a framework agreement (the “Framework
Agreement”) with, among others, an independent third party (the
“Potential Vendor”) in relation to a possible acquisition by the
Subsidiary of equity interests in a company principally engaged in the
provision of services for an instant lottery game in the PRC from the
Potential Vendor. Details of the Framework Agreement were set out in
the Company’s announcement dated 14 November 2011. Pursuant to
the supplemental agreements to the Framework Agreement, the
period during which the Subsidiary had the exclusive right to negotiate
with the Potential Vendor in relation to such possible acquisition
expired on 28 February 2014 and the Framework Agreement was
terminated on 4 March 2014. A refundable advance deposit of HK$2
million was paid. The management of the Company has been
negotiating with the Potential Vendor for the refund of this advance
deposit but considered the refund was in doubt. The impairment l0ss
on deposits and other receivables of HK$2,000,000 was recognised in
2015.

Termination of a cooperation agreement

Huancai Puda and its subsidiary entered into several cooperation
agreements with several lottery issuing centres with its concession
rights recognised as non-current assets in the consolidated statement
of financial position of the Group. A cooperation agreement was
terminated in the first quarter of 2015 as agreed after negotiations
between one of the aforesaid lottery issuing centres and Huancai
Puda in the wake of the industry integration in the PRC during the
second half of 2014. The impairment loss of the concession rights of
approximately HK$374,217,000 was recognised in 2014.
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MANAGEMENT DISCUSSION AND ANALYSIS
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completion of placing of existing Shares and top-up
subscription of new Shares

On 21 May 2015, an aggregate of 443,000,000 ordinary shares of the
Company of HK$0.005 each (the “Shares”, each, a “Share”) were
successfully placed by a placing agent to not less than six placees (the
“Placing”) who are independent third parties at the placing price of
HK$0.148 per placing share. Completion of the subscription (the
“Subscription”) took place on 1 June 2015 whereby 443,000,000
subscription shares were allotted and issued to Mr. Leung Ngai Man
(“Mr. Leung"), the chairman of the Board (the “Chairman”) and an
executive Director, at the subscription price of HK$0.148 per
subscription share. The net proceeds from the Subscription were
approximately HK$63.4 million. The net price for the Subscription was
approximately HK$0.143 per Share. The Company intends to utilise the
net proceeds from the Subscription for the Group’s general working
capital and future business development. Such proceeds have not been
utilised and have remained at the Company’s bank as at the date of this
report. Details of the Placing and the Subscription were set out in the
Company's announcements dated 20 May 2015 and 1 June 2015
respectively.

Letter of intent in relation to possible cooperation with
Shoutz in certain PRC lottery markets

On 22 May 2015, Far East Golden Star Limited, a wholly-owned
subsidiary of the Company, and Shoutz, Inc. (“Shoutz”), an
independent third party, entered into a letter of intent (the “LOI") in
relation to the possible cooperation between the Group and Shoutz
regarding the proposed use of Shoutz's software in the PRC lottery
markets. The Group and Shoutz will continue to push forward their
cooperations.

The LOI is non-legally binding save for certain arrangements prior to
the execution of definitive agreements including the exchange of
information, the issue of public announcements, and other
miscellaneous matters.

The Directors believe that cooperating with Shoutz is in line with the
development strategy of the Group, and will bring new elements and
opportunities for the Group to develop its lottery business in the PRC.
Details of the LOI were set out in the Company's announcement dated
26 May 2015.
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E1I=5d 5 b 73 it

The First Strategic Cooperation Agreement

On 8 June 2015, & Yl = & B & B £ & B 2 7 (transliterated as
Shenzhen Gaorong Caizhi Technology Company Limited) (“Shenzhen
Gaorong”), a wholly-owned subsidiary of the Company, entered into
a strategic cooperation agreement (the “First Strategic Cooperation
Agreement”) with 1t 5 & & & i Bt £ F R 2 7] (transliterated as
Beijing Skyrocker Technology Company Limited) ("Beijing
skyrocker”), an independent third party, and dt REFE ZRHFAR A
A] (transliterated as Beijing Leiwangxin Technology Company Limited)
("Beijing Leiwangxin”), an independent third party. The parties
agreed to cooperate on the business development of the sales and
related value-added services of national lottery (including welfare
lottery and sports lottery) in the KTV premises covered by Beijing
Skyrocker’s products nationwide.

In connection with the First Strategic Cooperation Agreement, on
8 June 2015, Shenzhen Gaorong engaged Beijing Leiwangxin to
develop the front-end software for the KTV lottery sales system.
Pursuant to such engagement, Shenzhen Gaorong has paid the
development fees to Beijing Leiwangxin for the development of the
front-end software for the KTV lottery sales system, and the software
being developed by Beijing Leiwangxin is completed.

The Directors are of the view that the cooperation is consistent with
the Group's strategy to develop its lottery business and will benefit the
Company and the Shareholders as a whole. Details of the First
Strategic Cooperation Agreement were set out in the Company’s
announcement dated 9 June 2015.

Extension of the maturity date of the Convertible Bond

On 24 August 2015, the Company entered into a supplemental deed
(the “Supplemental Deed”) with Mr. Leung (the “Bondholder”)
pursuant to which the Company and the Bondholder agreed to extend
the maturity date of the convertible bond in the aggregate principal
amount of HK$797.5 million issued by the Company to the Bondholder
on 27 August 2010 (the “Convertible Bond”) for 5 years from the
date falling on the fifth year to the date falling on the tenth year from
the date of issue of the Convertible Bond, subject to the conditions
precedent contained in the Supplemental Deed being satisfied (the
“Extension”).
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The amended terms of the Convertible Bond were approved by the
Stock Exchange and the Extension was approved by the independent
Shareholders by way of poll at the extraordinary general meeting of
the Company held on 3 November 2015. Details of the Extension were
set out in the Company’s announcements and circular dated
24 August 2015, 4 September 2015, 11 September 2015, 29 September
2015, 13 October 2015, 3 November 2015 and 15 October 2015
respectively.

The Second Strategic Cooperation Agreement

On 25 December 2015, Shenzhen Gaorong entered into a strategic
cooperation agreement (the “Second Strategic Cooperation
Agreement”) with 3t R TEFIF E 2170 (transliterated as Beijing
Welfare Lottery Centre) (“Beijing Welfare”). The parties agreed to
cooperate on the business development of the sales and related
value-added services of KTV lottery in the KTV premises covered by
Shenzhen Gaorong's products in Beijing, PRC. Beijing Welfare shall be
responsible for providing the technological specifications of the sales
of KTV lottery and shall agree that Shenzhen Gaorong to provide the
lottery consignment sales services in Beijing through the KTV self-
service system. Shenzhen Gaorong shall be responsible for
investment, development and maintenance of the back-end
operational system (including safety measures), and shall receive
certain percentage of the aggregate lottery sales amount from the KTV
lottery sales as lottery sales commission and management fee,
respectively. The Second Strategic Cooperation Agreement has a term
of five years. Upon expiry, it may be extended according to further
agreement among the parties. Details of the Second Strategic
Cooperation Agreement were set out in the Company’s
announcement dated 14 January 2016.

OTHER INFORMATION

Resignation of Director

Mr. Sung Kin Man resigned as an executive Director with effect from
2 March 2015 (the “Resignation of Director”). Details of the
Resignation of Director were set out in the announcement of the
Company dated 2 March 2015.

Issue of Shares under the conversion of the Convertible
Preferred Shares

On 5 June 2015, the Company allotted and issued 460,000,000 Shares
to Mr. Leung due to the conversion of 460,000,000 Convertible
Preferred Shares (as defined below) issued by the Company on
17 December 2012.
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Grant of share options

On 27 May 2015, the Company granted share options to certain
eligible participants to subscribe for a total of 66,000,000 new Shares
pursuant to the share option scheme adopted on 29 June 2007 (the
“Share Option Scheme”) at an exercise price of HK$0.290 per Share.
Details of which were set out in the announcement of the Company
dated 27 May 2015.

On 4 June 2015, the Company granted share options to an eligible
participant to subscribe for a total of 10,000,000 new Shares pursuant
to the Share Option Scheme at an exercise price of HK$0.270 per
Share. Details of which were set out in the announcement of the
Company dated 4 June 2015.

FINANCIAL REVIEW

For the year, the Group’s audited revenue and the loss attributable to
owners of the Company were approximately HK$964,000 and
approximately HK$54,679,000 respectively, representing a decrease of
approximately HK$2,569,000 and a decrease of approximately
HK$131,372,000 respectively as compared with the audited revenue of
approximately HK$3,533,000 and the loss attributable to owners of the
Company of approximately HK$186,051,000 for the year ended
31 December 2014. The decrease of the loss attributable to owners of
the Company for the year under review was mainly attributable to the
decrease of the impairment loss of concession rights from
approximately HK$374,217,000 in 2014 to HK$4,500,000 in 2015.

Management has reviewed concession rights for impairment testing
purpose by making estimations and taking reference with a valuation
performed by an independent valuer. The income approach has been
consistently adopted for impairment testing of concession rights. The
valuation of the lottery business employing the income approach
projects the five-year cash flows and discount these cash flows to its
present value at a discount rate reflecting the risks associated with
the cash flows. The market approach is not adopted as there are
insufficient relevant comparable transaction for reference and the
asset approach is not applied as it may ignore the future economic
benefits of the business. Therefore, only income approach is
employed for the valuation. The cash flow projection has been
prepared by referring to the current operation environment and
market conditions. The major inputs of the valuation include the
pre-tax discount rate, revenue growth rate and terminal growth rate.
The pre-tax discount rate of 31.13% reflects the minimum required
return of the lottery business plus other specific risk of the underlying
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business. The revenue growth rate of 20% is determined by referring
to the industry growth rate. Terminal growth rate of zero is used for
the cash flows extrapolated beyond the five-year projection period.

As at 31 December 2015, the Group recorded total assets of
approximately HK$173,145,000 (2014: approximately HK$167,824,000),
and recorded total liabilities of approximately HK$95,588,000 (2014:
approximately HK$131,427,000).

As at 31 December 2015, the Group has cash and bank balances
(excluding pledged bank deposit) of approximately HK$78,077,000
(2014: approximately HK$61,790,000). The cash and bank balances
were placed in short term deposit.

CAPITAL STRUCTURE

As at 31 December 2015, the Company’s total number of issued
ordinary shares was 3,120,035,049 Shares of HK$0.005 each (2014:
2,217,035,049 ordinary shares of HK$0.005 each).

As at 31 December 2015, the Company’s total number of issued
non-redeemable convertible preferred shares was 1,003,333,333
preferred shares of HK$0.005 each (2014: 1,463,333,333 preferred
shares of HK$0.005 each).
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SEGMENT REVIEW
During the year, the ordinary activities had been mainly derived from
the following business segment:

Lottery business — Development of computer software, hardware and
application system, sale of self- developed technology or results,
provision of relevant technical consultancy services in the PRC and
development and provision of operation system sector of the PRC
lottery market.

EMPLOYEE INFORMATION

As at 31 December 2015, the Group employed a total of 31 (2014: 38)
employees. The staff costs, including Directors’ remuneration and
share-based payment, were approximately HK$11,742,000 (2014
approximately HK$13,837,000) for the year ended 31 December 2015.

The salaries and benefits of the Group’s employees are kept at a
competitive level and employees are rewarded on a performance-
related basis within the general framework of the Group's salary and
bonus system, which is reviewed annually. The Group also operates
the Share Option Scheme where options to subscribe for Shares may
be granted to the Directors, employees and consultants of the Group.
The aim of the Share Option Scheme is to motivate and give incentive
to the eligible participants as defined in the Share Option Scheme for
their contributions to the Group.

CHARGE ON GROUP ASSETS

As at 31 December 2015, a fixed deposit of approximately HK$215,000
was pledged for obtaining the corporate card services (2014:
approximately HK$214,000).
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FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

Save as disclosed in this report, there was no specific plan for material
investments and acquisition of material capital assets as at 31
December 2015. However, the Group will continue to seek new
business development opportunities especially in the sector of the
PRC lottery market.

GEARING RATIO

As at 31 December 2015, the gearing ratio of the Group was
approximately 77% (2014: approximately 258%), based on the total
borrowings of approximately HK$59,633,000 (2014: approximately
HK$93,820,000) and the total equity of approximately HK$77,557,000
(2014: approximately HK$36,397,000).

EXPOSURE TO FLUCTUATION IN EXCHANGE RATES
The Group has no significant foreign exchange risk due to limited
foreign currency translations.

CONTINGENT LIABILITIES
As at 31 December 2015, the Group had no significant contingent
liabilities (2014 Nil).
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EENEREMNZIRIENS

EXECUTIVE DIRECTORS

Mr. Leung Ngai Man, aged 55, joined the Group on 2 April 2007 as
executive Director and was appointed as the chief executive officer of
the Company on 29 June 2007 and subsequently re-designated as the
chairman of the Board on 31 March 2008. Mr. Leung is also the
compliance officer, an authorised representative, the chairman of
each of the senior management committee (the “Senior
Management Committee”) and the nomination committee (the
“Nomination Committee”), a member of the remuneration
committee (the “Remuneration Committee”) and director of various
subsidiaries of the Company. Mr. Leung is also the chairman of the
board of directors, an executive director and a member of the
remuneration committee of Sino Prosper (Group) Holdings Limited
(“Sino Prosper”) (stock code: 766).

Ms. Wu Wei Hua, aged 45, joined the Group on 11 December 2007
as executive Director. Ms. Wu is also a member of the Senior
Management Committee. She graduated from Donghua University in
the PRC and obtained a Bachelor Degree in Textile Engineering.
Ms. Wu has been working in the industry of finance and administration
management in the PRC since 1995 and has gained extensive
management experience throughout these years. She is also the
finance director of Sino Prosper and its subsidiaries in the PRC.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Cai Wei Lun, aged 60, joined the Group on 11 August 2009 as
independent non-executive Director. Mr. Cai is also a member of each
of the audit committee (the "Audit Committee”), the Remuneration
Committee and the Nomination Committee of the Company. He has
over 26 years' experience in the property development sector in the
PRC. Mr. Cai is also an independent non-executive director and a
member of each of the audit committee and the remuneration
committee of Sino Prosper.

Mr. Qi Ji, aged 28, joined the Group on 29 February 2012 as
independent non-executive Director. Mr. Qi is also a member of each
of the Audit Committee, the Remuneration Committee and the
Nomination Committee. He graduated from Changchun University of
Technology with a degree in Computer Network Technology. Mr. Qi
has been engaged in computer software and hardware development
and programming. He has extensive experience in web design,
website production and management.
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EENEREMNZIRENS

Ms. Xuan Hong, aged 51, joined the Group on 3 December 2013 as
independent non-executive Director. Ms. Xuan is also the chairman of
each of the Audit Committee and the Remuneration Committee and a
member of the Nomination Committee. She has the qualification of
certified public accountant in the PRC and is a senior accountant, and
has worked in several accounting firms. She has extensive working
experience in accounting, auditing and taxation, and has substantial
experience in accounting policy, tax law and judicial accounting
sectors. Currently, Ms. Xuan is also an independent non-executive
director and the chairman of each of the audit committee and the
remuneration committee of Sino Prosper.

SENIOR MANAGEMENT

Mr. Lin Zhi Wei, aged 42, the chief technology officer of the Group.
Mr. Lin graduated from Tsinghua University in the PRC majoring in
automatic control. He is Senior Engineer of Chinese Academy of
Sciences and was appointed as one of the first batch of expert
members of the National E-Government Consultant and Training Expert
Committee (BEIREFHFAAFNERZ B =) where he took charge
of various major government informatisation construction projects, and
developed the first ¥ i&3® (selling lotteries on securities trading
platforms) and #£%2i@ (selling lotteries on banking platforms) systems
of the PRC. Mr. Lin has rich experience in lottery operation and major
information system construction. In 2002, he was engaged in
establishing Shenzhen Bozone IT Co. Ltd., and served as its chief
operating officer. Besides, Mr. Lin was also the first one to bring
forward the conception of selling lotteries on mobile phone, digital
television, movable termination and internet. He focuses on developing
and using new public platforms to expand lottery-related businesses.
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REPORT OF THE DIRECTORS
E£FBHRS

The Directors present their report and the audited consolidated
financial statements of the Group for the year ended 31 December
2015.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of
the principal activities of its principal subsidiaries were set out in note
34 to the consolidated financial statements. An analysis of the Group's
performance for the year ended 31 December 2015 by business
segments was set out in note 6 to the consolidated financial
Statements.

RESULTS AND APPROPRIATIONS

The Group's loss for the year ended 31 December 2015 and the state
of affairs of the Group and of the Company as at that date were set
out in the consolidated financial statements on pages 44 to 151.

The Directors do not recommend the payment of any dividend in
respect of the year ended 31 December 2015 (2014 Nil).

BUSINESS REVIEW

A fair review of the Group's business, a description of the principal
risks and uncertainties facing the Group, particulars of important
events affecting the Group that have occurred since the end of the
financial year 2015, and an indication of likely future development in
the Group's business, are set out in the “CHAIRMAN'S STATEMENT",
“MANAGEMENT DISCUSSION AND ANALYSIS" and “NOTES TO THE
CONSOLIDATED FINANCIAL STATEMENTS" sections of this report.

ENVIRONMENTAL POLICY

Our commitment to protecting the environment is well reflected by
our continuous efforts in promoting green measures and awareness
in our daily business operations. Our Group encourages environmental
protection and promote awareness towards environmental protection
to the employees. Our Group also implements green office practices
such as promoting the use of recycled papers and reducing energy
consumption by switching off idle lighting and electrical appliances.

Our Group will review its environmental practices from time to time
and will consider implementing further eco-friendly measures and
practices in the operation of our Group's businesses and enhance
environmental sustainability.
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REPORT OF THE DIRECTORS
£FBHRS

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

During the year, as far as the Company is aware, there was no
material breach of or non-compliance with applicable laws and
regulations by our Group that has a significant impact on the business
and operations of our Group.

RELATIONSHIPS WITH STAKEHOLDERS

The Company recognises that employees are our valuable assets.
Thus our Group provides competitive remuneration package to attract
and motivate the employees. Our Group regularly reviews the
remuneration package of employees and makes necessary
adjustments to conform to the market standard.

Our Group also understands that it is important to maintain good
relationship with business partners to achieve its long-term goals.
Accordingly, our senior management have kept good communication,
promptly exchanged ideas and shared business update with them
when appropriate. During the year, there was no material and
significant dispute between our Group and its business partners.

SHARE CAPITAL, SHARE OPTIONS, UNLISTED
WARRANTS AND CONVERTIBLE BONDS

Details of the movements in the Company’s share capital, share
options, unlisted warrants and convertible bonds during the year,
together with the reasons thereof, were set out in notes 23, 26, 25 and
21 to the consolidated financial statements respectively.
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REPORT OF THE DIRECTORS
E£FBHRS

RESERVES

Details of the movements in the reserves of the Company and the
Group during the year were set out in note 35 to the consolidated
financial statements and the consolidated statement of changes in
equity respectively.

DISTRIBUTABLE RESERVES

In accordance with the law of the Cayman Islands, the share premium
account is distributable to the Shareholders provided that immediately
following the date on which the dividend is proposed to be distributed,
the Company will be able to pay its debts as they fall due in the
ordinary course of business. As at 31 December 2015, the Company
did not have any reserves available for distribution (2014 Nil).

PROPERTY, PLANT AND EQUIPMENT

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

PRE-EMPTIVE RIGHTS

Under the Company's articles of association (“Articles”), in the event
that the Company shall at any time issue to holders of new ordinary
shares securities convertible into ordinary shares, the Company shall
not be obliged to offer such shares or securities to the holders of
preferred shares.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the published results and the assets and liabilities of
the Group for the last five financial years as extracted from the audited
consolidated financial statements of the Group was set out on page
152 of the annual report of the Company for the year ended 31
December 2015, of which this report forms part.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

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

CHARITABLE DONATIONS

During the year, no charitable donations were made by the Group
(2014 nil).
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PERMITTED INDEMNITY PROVISION

Pursuant to the Articles, every Director shall be entitled to be
indemnified out of the assets of the Company against all losses or
liabilities which he/she may sustain or incur in or about the execution
of the duties of his/her office or otherwise in relation thereto. There is
appropriate directors’ and officers’ liability insurance coverage for the
directors and officers of the Group.

EQUITY-LINKED AGREEMENTS

Save for the Share Option Scheme, the Convertible Bond and the
Convertible Preferred Shares (as defined below) as disclosed in the
below sections headed “SHARE OPTION SCHEME" and “INTERESTS AND
SHORT POSITIONS OF THE DIRECTORS AND CHIEF EXECUTIVE OF THE
COMPANY IN THE SHARES, UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY OR ANY ASSOCIATED CORPORATIONS” respectively, no
equity-linked agreements were entered into by the Group, or existed
during the year.

MANAGEMENT CONTRACTS

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

MAJOR CUSTOMERS AND SUPPLIERS
During the year, the purchases and sales percentage from the major
customers and suppliers of the Group was set out below:

BERF 2 MIERX
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R A MATT R EA BRI AEER
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Percentage of total purchases

HRBABEESL

(1) Purchases g
— the largest supplier — &AM ERE 14%
— the five largest suppliers combined — RAAHER (A6 16%
Percentage of total sales
HHEHBEEI

(2) Sales HE
— the largest customer (Note) — &ARPF (M) 82%
— the five largest customers combined —RAAREF (&H) 100%
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As far as the Directors are aware, none of the Directors or any of their
close associates, or any Shareholders (which, to the knowledge of the
Directors, owns more than 5% of the Company’s issued share capital)
had any beneficial interest in the Group's five largest customers and
suppliers for the year.

Note:  The largest customers are §R & BB K REEHR D and BEEEHREITHR L
which accounted for approximately 13% and 82% respectively of the total sales
of the Group.

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

EXECUTIVE DIRECTORS

Mr. Leung Ngai Man (Chairman)

Ms. Wu Wei Hua

Mr. Sung Kin Man (resigned on 2 March 2015)

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Cai Wei Lun

Mr. Qi Ji

Ms. Xuan Hong

In accordance with articles 87 (1) and (2) of the Articles, Ms. Wu Wei
Hua and Ms. Xuan Hong will retire as Directors by rotation and, being
eligible, offer themselves for re-election as Directors at the
forthcoming annual general meeting of the Company (the “AGM").

Mr. Sung Kin Man has resigned as an executive Director with effect
from 2 March 2015 due to personal business reason. Mr. Sung has
confirmed that he has no disagreement with the Board and that there
is no matter in respect of his resignation which needs to be brought to
the attention of the Shareholders and the Stock Exchange.

INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received annual written confirmations from each of
its independent non-executive Directors in respect of their
independence during the year in accordance with the relevant
requirements of the GEM Listing Rules and all independent non-
executive Directors are still being considered to be independent.

DIRECTORS’ BIOGRAPHIES
Biographical details of the Directors are set out on pages 16 to 17 of
this report.
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DIRECTORS’ SERVICE CONTRACTS

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

Each of the executive Directors, Mr. Leung Ngai Man and Ms. Wu Wei
Hua had entered into a service contract with the Company for a term
of two years commencing from June 2014 and February 2016
respectively, which may be terminated by one month prior notice in
writing served by either party to the other one.

Each of the independent non-executive Directors, Mr. Cai Wei Lun,
Mr. Qi Ji and Ms. Xuan Hong had entered into a service contract with
the Company for a term of one year commencing from August 2015,
February 2016 and December 2015 respectively, which may be
terminated by one month prior notice in writing served by either party
to the other one.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed in this report, no transactions, arrangements or
contracts of significance in relation to the Group’s business to which
any of the Company's subsidiaries and fellow subsidiaries was a party,
and in which a Director or an entity connected with a Director had a
material interest, whether directly or indirectly, subsisted at any time
during the year or at the end of the year.
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INTERESTS AND SHORT POSITIONS OF THE
DIRECTORS AND CHIEF EXECUTIVE OF THE
COMPANY IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY
OR ANY ASSOCIATED CORPORATIONS

As at 31 December 2015, the interests and short positions of the
Directors and the chief executive of the Company in the Shares,
underlying Shares and debentures of the Company or any of its
associated corporation (within the meaning of Part XV of the Securities
and Futures Ordinance (the "SFO") as recorded in the register
required to be kept under section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to the
required standard of dealings in securities by directors of listed issuer
as referred to in rule 5.46 of the GEM Listing Rules (the “Required
Standard of Dealings”), were as follows:

EERARAEFBZTHRAERERDF
SERBBEE 2R - HERORE
SHEEZRBERAXR

R-ZE-—RF+-_A=+—H EFKARFAIE
TTRABRARBSETMABEBER (ERRESF R
HIEGA(TRERMEERE ) EXVER D) Z EA A
o HERD REST  BEREIZ S LAEED
FI2FBBLCAMTFEZERMzBERIAR
HARBRIZER EHRAFE S A6 R ETHEITAE
FRTEARGZUTRE(RSYUFRE]) B
Hitp T AMEARRA] LB Rz s Mok B

LONG POSITION IN THE SHARES AND UNDERLYING E@Eﬁﬁ&*ﬁ BﬁﬁﬁﬁZﬁ%‘
SHARES
Number of Shares
BAEHE
Approximate
percentage of
Personal Corporate Equity issued share
Name of Director interest interest derivatives Total capital
HERTRA
EEHA AR ARIERE BRASTETIA By  ZHPNEI
(Note 8)
(K1z£8)
Mr. Leung 906,335,000 294,880 1,090,083,333 1,996,713,213 64.00%
R (Note 1) (Notes 1&2) (Notes 3,4 & 5)
(Kiz£1) (Kizz1%2) (HfaE3-4%5)
Ms. Wu Wei Hua (“Ms. Wu") - - 22,000,000 22,000,000 0.71%
REZEL([Rat)) (Note 6 & 7)
(Kat6k7)
Notes: BaE -
1. As a result of the 2012 Share Consolidation (as defined below), these Shares were 1. HR-ZZE——FRHEH(EHERTX) ZERNHEEL

adjusted.
2. These Shares were held by Speedy Well Investments Limited (“Speedy Well")

which was wholly and beneficially owned by Mr. Leung. By virtue of the SFO,
Mr. Leung was deemed to be interested in the Shares held by Speedy Well.
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These equity derivatives comprise 86,750,000 Shares to be issued upon exercise of
conversion rights attaching to the Convertible Bond which were issued by the
Company on 27 August 2010 and 1,003,333,333 Convertible Preferred Shares (as
defined below) were allotted and issued by the Company on 17 December 2012.

The Convertible Bond in an aggregate principal amount of HK$797,500,000 at a
conversion price of HK$0.240 per share were issued to Mr. Leung on 27 August
2010. Upon full conversion of the Convertible Bond, a maximum of 3,322,916,666
shares of HK$0.001 each in the share capital of the Company shall be issued to
Mr. Leung. As at 31 December 2015, the Convertible Bond in the amount of
HK$104,100,000 remained outstanding. As a result of the consolidation of every
five shares of HK$0.001 each in both issued and unissued share capital of the
Company into one consolidated share of HK$0.005 each which became effective
on 27 February 2012 (the “2012 Share Consolidation”), the relevant conversion
price was adjusted from HK$0.240 to HK$1.200 per Share and the number of
Shares falling to be issued under the outstanding Convertible Bond was adjusted
from 433,750,000 shares of HK$0.001 each in the share capital of the Company to
86,750,000 consolidated shares. Such interests constituted a long position of the
Director in a physically settled equity derivatives for the purpose of the SFO.

1,563,333,333 convertible preferred shares at an issue price of HK$0.600 per
convertible preferred share were allotted and issued to Mr. Leung on 17 December
2012 (the "Convertible Preferred Shares”) to capitalise the outstanding amount
of approximately HK$938,000,000 due by the Company to Mr. Leung pursuant to
the promissory note issued by the Company to Mr. Leung on 27 August 2010 as
part of the consideration for the acquisition of the entire equity interest in Pearl
Sharp Limited. Such interests constituted a long position of the Director in a
physically settled equity derivatives for the purpose of the SFO. As at 31 December
2015, 1,003,333,333 allotted and issued Convertible Preferred Shares were not
converted yet.

On 10 July 2008, Ms. Wu was granted share options pursuant to the Share Option
Scheme to subscribe for a total of 20,000,000 shares of HK$0.0005 each in the
share capital of the Company at an exercise price of HK$0.1328 per share. Such
share options would be exercisable during the period from 10 July 2008 to 29 June
2017. As a result of the consolidation of every two shares in both issued and
unissued share capital of the Company into one consolidated share of HK$0.001
each which became effective on 21 October 2008, the relevant subscription price
was adjusted from HK$0.1328 to HK$0.2656 per consolidated share and the
number of consolidated shares falling to be issued under the outstanding share
options was adjusted from 20,000,000 shares to 10,000,000 consolidated shares.
As a result of the 2012 Share Consolidation, the relevant subscription price was
further adjusted from HK$0.2656 to HK$1.3280 per Share and the number of Shares
falling to be issued under the outstanding share options was adjusted from
10,000,000 consolidated shares to 2,000,000 Shares. Such interests constituted a
long position of the Director in a physically settled equity derivatives for the
purpose of the SFO.

On 10 July 2014, Ms. Wu was further granted share options pursuant to the Share
Option Scheme to subscribe for a total of 20,000,000 Shares at an exercise price of
HK$0.280 per share. Such share options would be exercisable during the period
from 10 July 2014 to 29 June 2017. Such interests constituted a long position of the
Director in a physically settled equity derivatives for the purpose of the SFO.

The percentage is calculated on the basis of 3,120,035,049 Shares in issue as at
31 December 2015.
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Save as disclosed above, as at 31 December 2015, none of the
Directors and the chief executive of the Company had any interests or
short positions in any Shares, underlying Shares and debentures of
the Company or any of its associated corporation (within the meaning
of Part XV of the SFO) as recorded in the register required to be kept
under section 352 of the SFO, or as otherwise notified to the Company
and the Stock Exchange pursuant to the Required Standard of
Dealings.

INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY

Save as disclosed above, as at 31 December 2015, the Company had
not been notified by any person or company, other than the Directors
or the chief executive of the Company whose interest are set out in
the section headed “INTERESTS AND SHORT POSITIONS OF THE
DIRECTORS AND CHIEF EXECUTIVE OF THE COMPANY IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATIONS” in this report, who had interest or short
position in the Shares and underlying Shares of the Company as
recorded in the register required to be kept under section 336 of the
SFO.

RIGHTS TO ACQUIRE SHARES OR DEBENTURES
Save as disclosed under the sections “INTERESTS AND SHORT
POSITIONS OF THE DIRECTORS AND CHIEF EXECUTIVE OF THE
COMPANY IN THE SHARES, UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY OR ANY ASSOCIATED CORPORATIONS"” above and
“SHARE OPTIONS SCHEME" below in this report, at no time during the
year and up to the date of this report, was the Company or any of its
subsidiaries, or any of its fellow subsidiaries, a party to any
arrangement to enable the Directors or chief executive of the
Company or their respective associates (as defined in the GEM Listing
Rules) to have any right to subscribe for securities of the Company or
any of its associated corporation as defined in the SFO or to acquire
benefits by means of acquisition of Shares in, or debentures of, the
Company or any other body corporate.
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SHARE OPTION SCHEME

B BRI

Details of the Share Option Scheme which replaced its old share HBRRARZZEES+ESA-+HLBAEMNZEEEIRRE
option scheme adopted on 29 June 2007 are set out in note 26 to the &I BB 2 2 BEH N EA M B R RN =T
consolidated financial statements. Details of the share options granted 26 - IRiE B R EF &R HI N —_E—FF+ A
under the Share Option Scheme and remain outstanding as at =-+—B &K/ 2 EBRESEEMOT ¢
31 December 2015 are as follows:
Movements of share options (adjusted) during the period
HBRBRE(CRE) 28
Closing price
of Shares
immediately
before the
Name or Share As at Lapsed/ As at date of
category of Option 1 January Cancelled/ 31 December Exercise grant of
participant type 2015 Granted Exercised Forfeited 2015  Date of grant price  Exercise period options
BERLE
B/ RAE BB
R=2-E& BAM/  R-®-I% BiAz
SREMZRER BREER -A-H Biti [=Eig:d 28l t+=A=t-B RHAH TR TES WHE
HKS HKS
BT BT
Director
Bz
— Ms. Wu 2008 2,000,000 - - - 2,000,000¢  10.uly 2008 1328 10.uly 2008-29 June 2017 0.258
—Rxt —TENF —EITNF ZTN\ELATHE
+A+E —tFXAZtNA
2014(0) 20,000,000 - - - 20,000,000 10July 2014 0280 10July 2014-29 June 2017 0270
ZT-ME(Q) —Z-mF ZE-MFELATEE
+A+E “E—tERAZTARE
Sub-total 22,000,000 - - - 22,000,000
s
Other Participants 2007(a) 9,600,000 - - - 9,600,000 9 July 2007 1425% 9 July 2007-29 June 2017 0.248
Hits 8% ZTTHE(Q) ot 3 2 2T LELANRE
+ANE —E—tFRAZthA
2007(b) 8,200,000 - - - 8,200,000 22 August 2007 2030% 22 August 2007-29 June 2017 0.364
ZTTLE(D) “ETLF ZZTHENAZTZRE
NAZ+=H —E—+EXAZtNR
2008 7,200,000 - - - 7,200,000 10uly 2008 1328 10.uly 2008-29 June 2017 0.258
—ETN\F —TITNF ZZN\ELATHE
+A+A —tEXAZTNB
2013(b) 16,000,000 - - - 16,000,000 10 October 2013 0087 10 October 2013-29 June 2017 0,086
“ET-ZF( —EB-=f —T-=F+ATAE
+A+A ZE—+EXAZTNA
2014(a) 32,000,000 - - - 32,000,000 25 March 2014 0364 25March2014-29 June 2017 0.360
ZT-NF(@) —T-mF z =
“A-t+=%A % tg/\ﬁ +hA
2014(b) 2,700,000 - - - 2,700,000 26 March 2014 0365 26March2014-29 June 2017 0.345
ZZT-ME() —T-mF —T-ME=ZA=1+XAZ
ZA=15H —T—+EXAZtNR
2015(a) - 66,000,000 - - 66,000,000 27 May 2015 0290 27 May 2015-29 June 2017 0.220
—T-H%F() —T-1% ZT-RFRAZTEAZE
TA-++A —T—+FXA=tNA
2015(0) - 10,000,000 - - 10,000,000 4 June 2015 0270 4June 2015-29 June 2017 0236
ZT-TE() kS K: —I-RENAMAE
~AMA —T—+FXA=tNA
sub-total 75,700,000 76,000,000 - - 151,700,000
s
Total 97,700,000+ 76,000,000 - - 173,700,000
it
Weighted average HK$0.6363* BT HKS$0.2874 8 7T - - HK$0.4836* & 7T
exercise price
METHTEE
Note: Mg -
* The number of share options granted and the exercise price of the share options = BRHBERESE RERETEER S ——FROHAHMM

was adjusted as a result of the 2012 Share Consolidation.
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CONTRACT OF SIGNIFICANCE
During the year, the Group did not enter into any contract of
significance with its controlling Shareholders or any of its subsidiaries.

During the year, no contract of significance for the provision of
services to the Group by a controlling Shareholder or any of its
subsidiaries was made.

CONNECTED AND RELATED PARTY
TRANSACTIONS

Details of the related party transactions for the year are set out in note
32 to the consolidated financial statements and such related party
transactions do not fall under the definition of “connected transaction”
or “continuing connected transaction” in chapter 20 of the GEM Listing
Rules.

COMPETITION AND CONFLICT OF INTERESTS

During the year under review, none of the Directors or controlling
Shareholders or any of their respective close associates (as defined in
the GEM Listing Rules) has any interest in a business which causes or
may cause any significant competition with the business of the Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, at least 25% of the Company’s
total issued share capital was held by the public as at the date of this
report. The Company has maintained a sufficient public float in
compliance with Rule 18.08B of the GEM Listing Rules.

EVENT AFTER THE REPORTING PERIOD

EARLY REDEMPTION OF CONVERTIBLE BOND

On 18 January 2016, the Company early redeemed a portion of the
Convertible Bond in the aggregate principal amount of approximately
HK$10,080,000 which was issued by the Company to Mr. Leung on
27 August 2010.
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E£HBIRE

AUDIT COMMITTEE

The Company has established the Audit Committee with written terms
of reference in compliance with the GEM Listing Rules. During the
year, the Audit Committee comprises three independent non-
executive Directors, namely Ms. Xuan Hong (chairman of the Audit
Committee), Mr. Cai Wei Lun and Mr. Qi Ji.

The primary duties of the Audit Committee are to review and
supervise the financial reporting process and internal control of the
Group. During the year, the Audit Committee held five meetings. The
annual results of the Group for the year ended 31 December 2015
have been reviewed by the Audit Committee which is of the opinion
that the preparation of such results complied with the applicable
accounting standards, the GEM Listing Rules and the legal
requirements, and that adequate disclosures have been made.

CORPORATE GOVERNANCE
A report detailed corporate governance was set out on pages 30 to 41
in this report.

AUDITORS

The accounts for the years ended 31 December 2013, 2014 and 2015
were audited by HLB Hodgson Impey Cheng Limited whose term of
office will expire upon the AGM. A resolution for the re-appointment
of HLB Hodgson Impey Cheng Limited as the auditors of the Company
for the subsequent year is to be proposed at the AGM.

By order of the Board

China Netcom Technology Holdings Limited
Leung Ngai Man

Chairman and Executive Director

Hong Kong, 23 March 2016
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CORPORATE GOVERNANCE REPORT
IEXEGE

CORPORATE GOVERNANCE PRACTICES

The Board is committed to maintaining high standards of corporate
governance in order to uphold the transparency of the Group and
safeguard interests of the Shareholders.

During the financial year under review, the Company complied with all
the code provisions in the Corporate Governance Code (the "CG
Code") as set out in Appendix 15 to the GEM Listing Rules except for
the following:

CODE PROVISION A.2.1

Code provision A.2.1 of the CG Code stipulates that the role of
chairman and chief executive should be separate and should not be
performed by the same individual.

Currently, the role of the chairman of the Board is performed by
Mr. Leung who possesses essential leadership skills and has extensive
knowledge in the business of the Group. The Board believes that
vesting the role of the chairman in Mr. Leung provides the Company
with strong and consistent leadership, facilitates effective and efficient
planning, implementation of business decisions and strategies, and
ensures the generation of benefits to the Shareholders.

Although the appointment of the chief executive officer of the
Company remains outstanding, the overall management of the
Company was performed by Mr. Leung and Ms. Wu whom have
extensive experience in the business of the Group. Their respective
areas of profession spearheaded the Group’s overall development and
business strategies.

The Company is still looking for a suitable candidate to fill the vacancy
of the chief executive officer in order to comply with the CG Code.

CODE PROVISION A.6.7

Under the code provision A.6.7, independent non-executive directors
should attend general meetings and develop a balanced
understanding of the views of shareholders. The independent non-
executive Directors were unable to attend the extraordinary general
meeting of the Company held on 3 November 2015 due to their other
business engagements. This constitutes a deviation from code
provision A.6.7 of the CG Code. Despite the absence of the
independent non-executive Directors, the Chairman was present at
that meeting.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct for securities
transactions by Directors (the “Code”) which is on terms no less
exacting than the Required Standard of Dealings. The Company was
made specific enquiry with all Directors and has not been notified of
any non-compliance with the Required Standard of Dealings and the
Code by the Directors during the year.

THE BOARD OF DIRECTORS AND MEETINGS
The Board comprises the following Directors during the year and up to
the date of this report:

EXECUTIVE DIRECTORS:

Mr. Leung Ngai Man (Chairman)

Ms. Wu Wei Hua

Mr. Sung Kin Man (resigned on 2 March 2015)

INDEPENDENT NON-EXECUTIVE DIRECTORS:
Mr. Cai Wei Lun

Mr. Qi i

Ms. Xuan Hong

The biographical details of the Directors were set out under the
section headed "BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT" of this report.

The updated list of Directors and their role and function were
published on the websites of GEM and the Company.

The Board meets regularly (at least four times a year at quarterly
intervals) for reviewing and approving the financial and operating
performance, considering and approving the overall strategies and
policies of the Company. Additional meetings are convened as and
when the Board considers necessary. 11 Board meetings (four of
which were regular Board meetings) were held during the year. The
Directors attended those meetings in person, by phone or through
other electronic means of communication. The attendance record of
each Director at the meeting of the Board and Board Committees (as
defined below) and general meetings during the year is set out below:
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A
EESIGHRS
Attendance/Number of Meetings
HERE ERRE

Audit  Nomination Remuneration General
Name of Directors Board Committee ~ Committee  Committee Meeting
EEpP Exg ERZEEE REZ8E FMzEEE BREAE
Executive Directors HITEE
Mr. Leung Ngai Man RRXESE 11/11 - 1/1 1/1 2/2
Ms. Wu Wei Hua REELL 11/11 - - - 1/2
Mr. Sung Kin Man (Note) REXSAE () 0/1 - - - -
Independent Non-executive Directors BUHEHITEE
Mr. Cai Wei Lun BERREE 10/11 5/5 1N 11 172
Mr. Qi Ji BLtE 11/ 5/5 11 m”n 1/2
Ms. Xuan Hong ZH Rt 11/11 5/5 il m”n 1/2
Note:  Resigned on 2 March 2015 Mzt : R-T—AF=-A-AHT
The Board has overall responsibility for the stewardship of the Group, EEZEBBERASE BERT  B2EAEHEMN

including the responsibilities for the adoption of long-term strategies
and appointing and supervising senior management to ensure that the
operation of the Group is conducted in accordance with the objective
of the Group. Execution of daily operational matters is delegated to
the management.

The Senior Management Committee was established on 27 June 2005
and of its members are Mr. Leung (chairman of the committee) and
Ms. Wu, all being the executive Directors.

Currently, Mr. Cai Wei Lun, Mr. Qi Ji and Ms. Xuan Hong are the
independent non-executive Directors. All of them are under a term of
service of one year commencing from the date of their respective
appointment or the date of entering into their respective service
contract. All Directors, including the independent non-executive
Directors, are subject to retirement by rotation and re-election at the
annual general meeting in accordance with the Articles, provided that
the appointment may be terminated by the Company or the Director
concerned with a written notice pursuant to their service contract.

Save for the co-directorship of Mr. Leung, Mr. Cai Wei Lun and
Ms. Xuan Hong in Sino Prosper, and Ms. Wu, being the finance director
of Sino Prosper group in the PRC, there is no other relationship
(including financial, business, family or other material/relevant
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relationships) among members of the Board. All of them are free to
exercise their independent judgement during the year. The Company
has received annual written confirmations from Mr. Cai Wei Lun,
Mr. Qi Ji and Ms. Xuan Hong, being the independent non-executive
Directors during the year in respect of their independence pursuant to
the GEM Listing Rules. The Company considers all independent non-
executive Directors to be independent in accordance with the
independence guidelines set out in the GEM Listing Rules.

In accordance with the Articles, one-third of the Directors are subject
to retirement by rotation or, if their number is not three or a multiple
of three, then the number nearest to but not less than one-third shall
retire from the office and being eligible offer themselves for re-
election provided that every Director, including those appointed for a
specific term, shall be subject to retirement by rotation at least once
every three years. The Directors to be retired by rotation shall be
those who have been longest in office since their last appointment or
re-appointment.

In case where conflict of interest arises involving a substantial
Shareholder or a Director, such matter will not be dealt with by written
resolutions. Independent non-executive Directors with no conflict of
interest will be dealt with such conflict issues.

The board committees, including the Audit Committee, the
Remuneration Committee and the Nomination Committee (collectively,
the “Board Committees”) save all adopted the applicable practices
and procedures used in the Board meetings for all committee
meetings.

The Company has arranged for appropriate insurance cover in respect
of legal action against the Directors.

CONTINUOUS PROFESSIONAL DEVELOPMENT
OF THE DIRECTORS

In order to comply with the code provision A.6.5 of the CG Code, the
Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills.
According to the confirmation/records provided by the Directors, all
the Directors have participated in the continuous professional
developments for the year ended 31 December 2015. During the year,
the Directors have participated in the continuous professional
developments in the following manners:
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IFREGIRS
Attending
relevant Reading
business materials
training relevant to
Attending conducted by director’s
in-house professional duties and
Directors briefings parties  responsibilities
S MMMmEE MERES
AT AR BEREME
= i R ER FE ER El eS| BrENESR
Executive Directors HiTEE
Mr. Leung Ngai Man BRI HE 4
Ms. Wu Wei Hua REELL v v v
Independent non-executive Directors B FE#H7TEF
Mr. Cai Wei Lun EEREE v v/
Mr. Qi Ji i il 4
Ms. Xuan Hong A AR v/ v/
CHAIRMAN AND CHIEF EXECUTIVE FRERITHAR

The chairman of the Board is Mr. Leung, who possesses essential
leadership skills and has extensive knowledge in the business of the
Group. The appointment of the chief executive officer of the Company
remains outstanding. The role of the chief executive is currently taken
up by Mr. Leung and all the executive Directors who have extensive
experience in the business of the Group. The roles of the chairman of
the Board and the chief executive are not separate and exercised by
the same person together with all the executive Directors.

The Company is still looking for a suitable candidate to fill the vacancy
of the chief executive officer in order to comply with the CG Code.

BOARD COMMITTEES

The Board has established the Nomination Committee, the
Remuneration Committee and the Audit Committee in order to
maintain high level of corporate governance standard of the Company.

NOMINATION COMMITTEE

The Company has established the Nomination Committee with written
terms of reference on 23 March 2012 in order to comply with the CG
Code. The committee is chaired by Mr. Leung, the chairman of the
Board and executive Director. Other members include Mr. Cai Wei
Lun, Mr. Qi Ji and Ms. Xuan Hong (all being independent non-executive
Directors).
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The primary duties of the Nomination Committee are to review the
structure, size and composition of the Board at least annually; identify
individuals suitably qualified to become members of the Board, to
assess the independence of the independent non-executive Directors
and the make recommendation to the Board on relevant matters
relating to the appointment or reappointment of directors.

During the year, the Nomination Committee is responsible for
identifying potential directors, reviewing the credentials of the
potential director based on his qualifications, skills, experience,
credibility and reputation. Once the potential director(s) is/are
confirmed, it will make recommendations to the Board for approval.

The Nomination Committee held 1 meeting during the year ended
31 December 2015. Individual attendance records of each member of
the Nomination Committee were set out in the table on page 32 of this
report.

Board Diversity Policy

The Board has adopted a board diversity policy (the “Policy”) and
measurable objectives which are set for the purpose of implementing
the Policy with effect from 30 August 2013.

Summary of the Board Diversity Policy

The Company recognised and embraced the benefits of having a
diverse Board to the quality of its performance. The Policy aimed to
sets out the approach to achieve diversity on the Board. In designing
the Board’s composition, board diversity has been considered from a
numbers of measurable aspects including skills, experience,
knowledge, expertise, culture, independence, age and gender. All
Board appointments will be based on merit while taking into account
diversity (including gender diversity).

Measurable Objectives

The measurable objectives for the purpose of implementation of the
Policy including the independence, educational background,
professional qualifications and years of experience in the industry he/
she is specialised in.

The Nomination Committee will review the Policy to ensure its
effectiveness and report annually, in the corporate governance report,
on the Board’s composition under diversified perspectives, and
monitor the implementation on this policy.
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REMUNERATION COMMITTEE

The Company has established the Remuneration Committee on 27
June 2005 with written terms of reference in compliance with the GEM
Listing Rules, comprising all the independent non-executive Directors
and the chairman of the Board. The committee is currently chaired by
Ms. Xuan Hong. Other members include Mr. Cai Wei Lun, Mr. Qi Ji, all
being independent non-executive Directors and Mr. Leung, the
chairman of the Board and an executive Director.

The role and functions of the Remuneration Committee include the
determination of the specific remuneration packages of all Directors,
which include benefits in kind, pension rights and compensation
payments, comprising any compensation payable for loss or
termination of their office or appointment.

The Remuneration Committee also considers factors such as salaries
paid by comparable companies, time commitment and responsibilities
of the Directors, employment conditions elsewhere in the Group and
desirability of performance-based remuneration. The Remuneration
Ccommittee collects and reviews the remuneration plan and policy of
all Directors and the senior management of the Group by reference to
the prevailing rate which other companies listed on GEM adopt.

During the year, the Remuneration Committee assessed the
performance of executive Directors and approval the terms of
executive Directors’ service contracts.

During the year ended 31 December 2015, one meeting of the
Remuneration Committee was held. Individual attendance records of
each member of the Remuneration Committee were set out in the
table on page 32 of this report.

AUDIT COMMITTEE AND ACCOUNTABILITY

The Board is responsible for presenting a balanced, clear and
comprehensible assessment of the Group’s performance and
prospects. The Board is also responsible for preparing the accounts of
the Company, which give a true and fair view of the financial position
of the Group on a going concern basis, and other price- sensitive
announcements and financial disclosures. The management provides
all relevant information and records to the Board enabling the Board
to make the above assessment and to prepare the accounts and other
financial disclosures. In full compliance with Rule 5.28 of GEM Listing
Rules, the Audit Committee, which has been established since the
listing of the Company, was composed of the three independent non-
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executive Directors as at the date of this report. The terms of
reference have been reviewed and revised with reference to the
changes to the CG Code during the year. The Audit Committee is
currently chaired by Ms. Xuan Hong with the other members including
Mr. Cai Wei Lun and Mr. Qi Ji (all being independent non-executive
Directors). During the year, the following persons served as members
of the Audit Committee:

KERUBZEREEG (RARE AR =2E LI
TEFMAK) - R BESECK2ELEEART
Az BERETUEZRER - EXLZEEHAH
BAZTEEER  MEMKERSEERBELEER
BRAE(BRBIIFRITES) - FR- TIAL
BEEERZEENKE -

Name Service period

mE £

Mr. Cai Wei Lun From 1 January 2015 to 31 December 2015
ZEREREE B —AF—H—HEZZT—AF+H=1T—H
Mr. Qi Ji From 1 January 2015 to 31 December 2015

Bk BE-E—AF—A—RHAZ-_2—AF+=-A=+—H
Ms. Xuan Hong From 1 January 2015 to 31 December 2015

(74 E-E—RF— A H&z-_ZEZ—RHF+-_A=+—H

During the year, no former partner of the Company’s existing auditing
firm acted as a member of the Audit Committee within one year on
the date of his or her ceasing to be a partner or had any financial
interest in the auditing firm. There was no disagreement between the
Board and the Audit Committee on the selection, appointment,
resignation or dismissal of the external auditors during the year. The
Audit Committee’s primary duties include ensuring the Group's
consolidated financial statements, annual, interim and quarterly
reports, and the auditors’ report present a true and balanced
assessment of the Group's financial position, reviewing the Group’s
financial control, internal control and risk management systems and
reviewing the Group’s financial and accounting policies and practices.

The works done by the Audit Committee during the year ended
31 December 2015 were set out as follows:

(@  reviewing and recommending the annual report, interim report
and quarterly reports for the relevant period or year to the Board
for approval;

(b)  discussing the application of the new accounting policy;

(c)  recommending the re-appointment of the auditors to the Board
for approval; and

(d)  reviewing the risk management and internal control systems
and to make recommendation to the Board for improvement.
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The Audit Committee is provided with sufficient resources enabling it
to discharge its duties. For the financial year ended 31 December
2015, the Audit Committee held 5 meetings. Individual attendance
records of each member of the Audit Committee were set out in the
table on page 32 of this report. The company secretary of the
Company (the “Company Secretary”) keeps full minutes of all
meetings of the Audit Committee. In line with practices of the
meetings of the Board and other Board Committees, draft and final
versions of the minutes of the meetings of the Audit Committee are
circulated to all members of the Audit Committee for comments,
approval and record as soon as practicable after each meeting.

The accounts for the year ended 31 December 2015 were audited by
HLB Hodgson Impey Cheng Limited whose term of office will expire
upon the AGM. The Audit Committee has recommended to the Board
that HLB Hodgson Impey Cheng Limited be re-appointed as the
auditors of the Company at the AGM.

The Audit Committee, the Remuneration Committee and the
Nomination Committee have adopted specific terms of reference
clearly defining their respective powers and responsibilities. These
committees are required by their terms of reference to report to the
Board in relation to their decisions, findings or recommendations, and
in certain specific situations, to seek the Board’s approval before
taking any actions. The Board reviews, on a yearly basis, all
delegations by the Board to each of the committees to ensure that
such delegations are appropriate and continue to be beneficial to the
Group as a whole.

AUDITORS' REMUNERATION

During the year ended 31 December 2015, the remuneration payable
to the external auditors in respect of the audit and non-audit services
are as follows:
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CORPORATE GOVERNANCE REPORT
IEXEGHE

DIRECTORS’ AND AUDITORS'
ACKNOWLEDGEMENT

All Directors acknowledged their responsibility for preparing the
accounts for the year ended 31 December 2015 which give a true and
fair view of the financial position of the Group. The Directors are not
aware of any material uncertainties relating to events or conditions
which may cast significant doubt upon the Company’s ability to
continue as a going concern. The statement of the auditors of the
Company about their reporting responsibilities on the consolidated
financial statements for the year ended 31 December 2015 was set
out in the section “Independent Auditors’ Report” of this report.

INTERNAL CONTROL

The Board has overall responsibilities for the establishment and
maintenance of an adequate and effective internal control system to
safeguard the Group's assets against unauthorised use or disposition,
and to protect the interest of the Shareholders.

The Group has in place an effective internal control system which
encompasses sound control environment, appropriate segregation of
duties, well-defined policies and procedures, close monitoring and is
reviewed and enhanced by the management at regular intervals.

The Group is committed to maintaining and upholding good corporate
governance practices and internal control system. During the year, the
Board has conducted reviews of the internal control system of the
Group and considered the internal control system of the Group has
implemented effectively. Such review covered financial, compliance
and operational controls as well as risk management mechanisms.

COMPANY SECRETARY

The Company Secretary, Mr. Wong Ka Bong (“Mr. Wong"), is
responsible for facilitating the Board process, as well as
communication among Board members of the Company. In
accordance with rule 5.15 of the GEM Listing Rules, he undertook no
less than 15 hours of the relevant professional training during the year
ended 31 December 2015. Mr. Wong is also directly responsible for
the Group’s compliance with the continuing obligation of the GEM
Listing Rules, Codes on Takeovers and Mergers and Share
Repurchases, Companies Ordinance, SFO and other applicable laws,
rules and regulations.

The primary corporate contact person of the Company is Mr. Leung
Ngai Man, the chairman of the Board and executive Director.
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CORPORATE GOVERNANCE REPORT
IEXEGE

SHAREHOLDERS' RIGHTS

PROCEDURES FOR THE SHAREHOLDERS TO
CONVENE AN EXTRAORDINARY GENERAL MEETING
Pursuant to the article 58 of the Articles, any one or more members
holding at the date of deposit of the requisition not less than one-
tenth of the paid up capital of the Company carrying the right of voting
at general meetings of the Company shall at all times have the right,
by written requisition to the Board or the Company Secretary, to
require an extraordinary general meeting (the "EGM") to be called by
the Board for the transaction of any business specified in such
requisition.

Such meeting shall be held within two months after the deposit of
such requisition. If within twenty-one days of such deposit the Board
fails to proceed to convene such meeting the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure of
the Board shall be reimbursed to the requisitionist(s) by the Company.

PROCEDURES FOR THE SHAREHOLDERS TO PUT
THEIR ENQUIRIES TO THE BOARD

The Company is committed to a policy of open and regular
communication and reasonable disclosure of information to its
Shareholders. The Company delivers quarterly, interim annual results
and reports and publication of the quarterly, interim and annual
results announcements and other disclosed information on the
websites of the Stock Exchange and the Company to all the
Shareholders.

The Company endeavours to maintain two way communications with
the Shareholders through various channels. The Shareholders are
encouraged to put their enquiries about the Group through the
Ccompany's email at investorrelations@chinanetcomtech.com or by
mail to the address of the Company’s principle place of business in
Hong Kong at Unit 1006, 10th Floor, Tower One Lippo Centre, 89
Queensway, Hong Kong. All the enquiries are dealt with in timely
manner.
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CORPORATE GOVERNANCE REPORT
IEXEGHE

The Shareholders are also encouraged to attend the AGM and the
EGM and to put their enquiries to the Board directly. Notices are duly
circulated to the Shareholders in order to ensure each Shareholder is
informed to attend the AGM and the EGM. The Shareholders’ enquiries
were responded in a prompt manner at the aforesaid meetings .
Pursuant to the GEM Listing Rules, voting by poll is mandatory at all
general meetings.

The detailed procedures for conducting a poll are set out in the proxy
forms and will be explained by the chairman of the AGM and the EGM
orally at the beginning of the aforesaid meetings. The poll results will
be posted on the websites of the Stock Exchange and the Company
after the AGM and the EGM.

INVESTOR RELATIONS

The Company believes that maintaining a high level of transparency is
a key to enhancing investor relations. It is committed to a policy of
open and timely disclosure of corporate information to its
Shareholders and investment public.

The Company updates its Shareholders on its latest business
developments and financial performance through its annual,
interim and quarterly reports. The website of the Company
(www.chinanetcomtech.com) has provided an effective
communication platform to the public and the Shareholders.

During the year ended 31 December 2015, there is no significant
change in the Company’s memorandum and articles of association.

By order of the Board

China Netcom Technology Holdings Limited
Leung Ngai Man

Chairman and Executive Director

Hong Kong, 23 March 2016

AR IR BR HF R RBE R e MR RIK
& VERAEFTSRILEN - ARAGRBRE
AFEEM  UERSRREMNBOERL T HFK
RBFRGRBREFRIAE - KRIBEZEHAR
PR E EESRREE - RBEAIZR DRI
FIARRAEVARRETNETRR -

ETREBRRZFAARFENARZERS - X
HERBEARE MERFHAGEFER LK &R
i OSEE - REERBERRRBAFAE LR
FrRI K& R IOBE S P e AN ) AR B A o

REEBE
$@ﬂﬁ%'ﬁ%mLWrEhﬂ&§%@%Z%
i YBNREAARERARREEDHRE
WEARER 2 BR

RARIBEBREFE  REHAREERSAERRESN
HENEBERNFBREA - AR A28
(www.chinanetcomtech.com) 2 &2 B A+ MR
RE—EBEXHBEBTEA -

BE_T-AF+-A=+—BLFE  AQFHN
AR EREAM M AR B K E) -

FEEEDm
PEREERARLT
FEEHITEE

2HX

B ZE—RF=ZA=-+=H

FEEBEZERERQFT » — T AFFR 41



INDEPENDENT AUDITORS’ REPORT
15 T % BB ¥R 5

31/F, Gloucester Tower BE
N ) The Landmark IR
HLB Bl H7 &3t F 8 5 A A F 11 Pedder Street SITEH15E
Hodgson Impey Cheng Limited Central BithES
Hong Kong HETITREINE

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

We have audited the consolidated financial statements of China
Netcom Technology Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages
44 to 151, which comprise the consolidated statement of financial
position as at 31 December 2015, and the consolidated statement of
profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash
flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITORS' RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, 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.

BHhERBERAERAFARR
(RESHEIMHE L ERAA)

AZHEUATEREHM) EERINENFEME
STEZPERBIERARAB(ERR]) REHK
BAR(FHE [E5E ] NGREMTHRE 8RR
A+ - A=T-HBNHGEAMBINAREEE
ZHLEFENGEEREREMEHAKRAR Ak
BEPRNGARERER  UWRTESHBEM
ERHEAMREER -

EENGAMBBRRARENER

ERREFAABREBEZESTMAGRHANEL
MHREEAREBRAGIORERERREE
RAFHGEAMBEHRE  ARHEEETARET
FHEHNRFRBERMEMEABRRL 25 A
BHREAMEBLENERAMENEE -

BB EME

BPMEETERERFAFZTIENER  BREEFRE
EUBHRRELER  WERNBEEBRRRS @ Kt
ZONRBEL T REEME H) - HATERARE
MABRFEREMATERSIAEETAET - HAf
EREFLSHAGEMN T EFZERNBRE
MITES - RFRRNEREPIETERHREL - WA
EIRITER NEEBTERAVBRERE T
BERERRA -

42 CHINA NETCOM TECHNOLOGY HOLDINGS LIMITED ¢ ANNUAL REPORT 2015



INDEPENDENT AUDITORS’ REPORT
15 T % BB ¥R 5

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 auditors’
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 auditors
consider internal control relevant to the entity’s preparation of the
consolidated financial statements that give a true and fair view in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as
well as evaluating the overall presentation of the consolidated financial
statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the financial position of the Group as at 31 December
2015, and of its financial performance and cash flows for the year then
ended in accordance with Hong Kong Financial Reporting Standards
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Chan Ching Pang
Practising Certificate Number: P05746

Hong Kong, 23 March 2016
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

D B b Hith 3 A %

For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

2015 2014
—ZE—0F —E-mEF
Notes HK$000 HK$'000
B aE FERT FET
Revenue W as 5 964 3,533
Cost of sales SHE RN (1,135) (3,896)
Gross loss 1B (171) (363)
Other income and gains H AU A RS 7 1,120 2,462
Administrative expenses THER (35,524) (29,731)
Impairment loss of concession rights R SRR ERE 15 (4,500) (374,217)
Loss on early redemption of convertible bonds RATE B AT AR ES 2 518 (1,655) (3,235)
Finance costs BRI 8 (16,394) (10,772)
Other operating expenses HmgeE B R (10,357) (13,688)
Loss before tax BRAATE 1R (67,481) (429,544)
Income tax credit FriSHiif e 9 7,155 99,463
Loss for the year TEEEHE 10 (60,326) (330,081)
Other comprehensive expense Hinim e
Items that may be reclassified subsequently HESEEHF 7 EZTHEREZ
to profit or loss: b==
Exchange differences on translating foreign M GINETS B K AR
operations (4,961) (2,975)
Other comprehensive expense for the year REFHMEERT (4,961) (2,975)
Total comprehensive expense for the year TEEREGHMXAE (65,287) (333,056)
Loss attributable to: THALEIEEE :
Owners of the Company RARERA (54,679) (186,051)
Non-controlling interests FEIEAR M 2 (5,647) (144,030)
(60,326) (330,081)
Total comprehensive expense attributable to: THIALtEGGRERHXERE
Owners of the Company RARERA (57,306) (187,575)
Non-controlling interests FEIEAR M 2 (7,981) (145,481)
(65,287) (333,056)
Loss per share BRER 13
Basic and diluted (HK cents per share) AR R EE (GBI (1.99) (8.54)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
o Wl BBt &

At 31 December 2015 R—Z—HE+_-_A=+—H

2015 2014
—ZE-hfF —ZT—puF
Notes HK$'000 HK$'000
{h=a FHxT FHET
Non-current assets FREBEE
Property, plant and equipment ME - WENEE 14 1,215 1,897
Club debenture gES 115 115
concession rights FRRT A i 15 81,526 99,324
82,856 101,336
Current assets REBEE
Prepayments, deposits and other receivables TERRIE -« %e REMER
A 16 9,770 4,244
Amounts due from non-controlling interests RN B AR 2 IR R 2
of subsidiaries RIB 17 2,227 240
Pledged bank deposit EIRIRI TR 18 215 214
Cash and bank balances e MIRTTHES 18 78,077 61,790
90,289 66,488
Current liabilities RBEE
Trade and other payables B 5 R EH b ETRIE 19 7,884 9,661
Amount due to a director R ESFHIE 20 136 -
Amount due to a non-controlling interest M B AR 2 FEIE i =
of a subsidiary A 20 215 227
Convertible bonds AR ES 21 = 93,820
Current tax liabilities BEpfi B & (& 1 1
8,236 103,709
Net current assets/(liabilities) REBEE (&E)FE 82,053 (37,221)
Total assets less current liabilities HWEERARBEE 164,909 64,115
Non-current liabilities FkREBE
Convertible bonds Al E S 21 59,633 -
Deferred tax liabilities FREFRIEAE 22 27,719 27,718
87,352 27,718
Net assets EEFHE 77,557 36,397
PEAEERERAT ¢ — T RFFR 45



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

on o BRI &

At 31 December 2015 R=—Z—H&E+-_A=+—H

2015 2014
—E-HF —T—mF
Notes HK$°000 HK$'000
B &E FET BT
Capital and reserves ERREE

Share capital — ordinary shares A AR — EmAR 23 15,600 11,085

Share capital — non-redeemable convertible A% AR — A~ A] & Ol Al %
preferred shares BN 24 5,017 7,317
Reserves Eie] 27,627 (17,299)
Equity attributable to owners of the Company NAFIHA AEEERS 48,244 1,103
Non-controlling interests IEPE R = 29,313 35,294
Total equity FELMERE 77,557 36,397

The consolidated financial statements on pages 44 to 151 were
approved and authorised for issue by the board of directors on 23
March 2016 and signed on its behalf by:

Leung Ngai Man
REBX
Director

BE

FUEBNAZEAUBRRER _T—R"F=A
TH=ERAKREEEMETRERMILH TIEENK

REEEHRE
Wu Wei Hua
HE=E
Director
EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

Attributable to owners of the Company

RADREARLE
Share
capital —
non-
Share  redeemable Convertible Foreign Attributable
capital—  convertible Share Capital bonds Share currency tonon-
ordinary  preferred premium Warrants ~ redemption equity options ~ translation Other  Accumulated controling
shares shares account reserve reserve resene resene Tesene resene losses Subtotal Interests Total
Bx—
TIRE R
ik — ik i AREE  RABE  ERER BihE  EER FER
TR BAR HEE 1 L L L BE  Et8E  ZiEE Nt EaEE @3t
HKS'000 HKS'000 HKS'000 HKS000 HK$'000 HK$'000 HK$ 000 HK$ 000 HKS 000 HKS'000 HKS'000 HKS'000 HK§'000
Thn Thn Tén Tin Titn TiEn TiEn Thn Thn Thn Thn Thn Tin
(Note') (Note i)
GED) (HsEi)
Balance at 1 January 2014 RZE-ME-F-B&H 921 7817 3213139 1740 1 66,267 14,347 122,407 w9 33989 105,501 180,775 26,276
Loss for the year TEEER - - - - - - - - - (186,051) (186,051) (144,030) (330,081)
Other comprehensive expense REEEMGERR
for the year - - - - - - - (1,524) - - (1,524) (1.451) (2.975)
Total comprefiensive expense REEGARTEE
for the year - - - - - - - (1,52) - (186,051) (187,579) (145,481) (333,05)
Recognition of equity-settled BRREEE RO A
share-based payments 2B - - - - - - 8952 - - - 8952 - 8952
Conversion of non-fedeemable FRTTRETARELR
convertible preferred shares 500 (500) - - - - - - - - - - -
Issue of new ordinary shares BHEERRG 1164 - 73332 - - - - - - - 74,49 - 7449
Transaction costs attributable to BIMLRRRG
issue of new ordinary shares B2 R BHRER - - (1943) - - - - - - - (1943 - (1,943)
Issue of ordinary shares under REERES 2T
share option scheme LRkkR 150 - 2377 - - - (587) - - - 1890 - 1890
Release of reserve Upon RERERIEAERR
share options lapsed - - - - - - (%94) - - 94 - - -
Redemption of convertible bonds ERTERES - - - - - (13768) - - - 1278 2,49 - 2490
Deferred tax relating to TEREFEH 2 EEHE
convertible bonds - - - - - 2 - - - - 2212 - 221
Balance at 31 December 2014 RZE-ME+ZA=1-R
b 11,085 7317 3,286,855 1740 1 54 2,718 120,883 (49 (3503218) 1,103 35,294 36,397
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

A FSE S X £
D=

%

For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

Attributable to owners of the Company

AAIREAEL
Share
capital —
non-
Share ~ redeemable Convertible Foreign Attributable
capital —  convertible Share Capital honds Share  currency to non-
ordinary  preferred  premium  Warrants  redemption equity options  translation Other  Accumulated controlling
shares shares  account  reserve  reserve  reseve  feseve  reserve reserve losses  Subtotal interests Total
Rx—
FRE TaR
Bx— TR Kt BRER RARE  &EER BRE  MER FER
EER BB HEE Ei R E1d E1d B RftER RithE Nt ERER &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERL TER TER TER TER TERL TEn TEn T#n TEn TEn T#n T#n
(Note ) (Note ii)
(&) (B&Eii)
Balance at 1 January 2015 R-B-BF-F-A2&H 11,085 7317 3,286,855 1,740 1 54111 2,718 120,883 (49) (3,503,218) 1,103 35,294 36,397
Loss for the year FEEER - - - - - - - - - (54679 (54,679) (5.647)  (60,326)
Other comprehensive expense  AEEEMSAET
for the year - - - - - = = (2.627) = - (2.627) (2.334) (4961)
Total comprehensive expense KEERARXER
for the year - - - - - - - (2,627) - (54,679) (57,306) (7,981) (65,287)
Recognition of equity-settled BRNRBEENRA XN
share-based payments Pz 11 - - - - - - 11,004 - - - 11,004 - 11,004
Conversion of non-redeemable ~ XEFTRETARELR
convertible preferred shares 2,300 (2,300) - - - o o = o o o = o
Issue of new ordinary shares BHLERRG 2,215 - 63,349 - - - - - - - 65,564 - 65,564
Transaction costs attributableto ~ BHLERRR
issue of new ordinary shares EfE2RARA S - (2.20) - - - - - - - (2,20) - (2.201)
Redemption of convertible bonds ~ WE TR EH = = = = = (8,261) = = = 8,231 (30) = (30)
Extension of convertible bonds ~ TRBESNIBHES
upon maturity - - - - - (9.619) - - - 46,885 37,266 - 37,266
Deferred tax relating to TRRREEBZEERE
convertible bonds - = - - o (7,156) - - - - (7,156) - (7,156)
Capital contribution by a KWEARZFERERTE
non-controlling interest of
a subsidiary - - - - - - - - - - - 2,000 2,000
Release of reserve upon lapse of  WEREEANBRERE
warrants - = - (1,740) - - - - - 1,740 - - -
Balance at 31 December 2015 RZB-EFTZA=1-8
28 15,600 5017 3,348,003 - 1 29,735 32,722 118,256 (49) (3,501,041) 48,244 29,313 71,557
Notes: Mg -
(i) The capital redemption reserve represents the nominal value of the share capital (i) A RS O A A R BB R IR AR E(E o

of the Company repurchased and cancelled.

(i) Other reserve represents the difference between the consideration paid for the  (jj)
additional interest in the subsidiary and the non-controlling interest’s share of the
assets and liabilities reflected in the consolidated statement of financial position at
the date of the acquisition of the non-controlling interests.

H b AN R IR & A B0 & B IR R R R
MBI AR EIMER N o R BRI R EREEZE
ENRAEMEZER -
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CONSOLIDATED STATEMENT OF CASH FLOWS

moREeREx

For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

2015 2014
—ZE-hHfF —FE—F
Notes HK$'000 HK$'000
B aE FERT FHET
cash flows from operating activities RETHMBRERE
Loss for the year REFEIE (60,326) (330,081)
Adjustments for: BT FIBEHFE
Income tax credit recognised in profit or loss RiEmP R ZFTEHE R (7,155) (99,463)
Finance costs recognised in profit or loss RIEm MR W TSR AR 16,394 10,772
Interest income FLE A (990) (2,259)
Loss on disposal of property, plant LEDE -  BEREEZ
and equipment-net 518 — ¥ 8 = 110
Gain on disposal of a subsidiary HEHB AR 2 W 29 - (10)
Loss on early redemption of convertible bonds IRRIME B AT RAR EH 2 B 1,655 3,235
Depreciation of property, plant and equipment ME - BE RSB ITE 613 834
Amortisation of concession rights FRRFAC R 2 B 8H 8,357 13,578
Impairment loss of concession rights R e 2 REEE 4,500 374,217
Impairment loss on deposits and other receivables &4 % H b fE U 318 2
RIEE B 2,000 -
Expense recognised in respect of equity-settled MAEEE AR D2
share-based payments HEER N 11,004 8,952
(23,948) (20,115)
Movements in working capital EEECEY
(Increase)/decrease in prepayments, deposits TERFRIE -« ime R EAER
and other receivables g (g m),m (7,584) 439
Decrease in inventories FERL - 1,612
Increase in amounts due from non-controlling FERHHT B A R) 2 FEIE A 25
interests of subsidiaries 2 SRIEIE N (2,000) -
Decrease in trade and other payables B 5 N Ho A &S 5RIE R (1,777) (5,566)
Increase in amount due to a director JE < EE = FRIAIE AN 136 -
Net cash used in operating activities EEB IR S 55 (35,173) (23,630)
Cash flows from investing activities RETBHAMEHRESRE
Interest received BUHE 1,048 2,228
Increase in pledged bank deposit PEIRIRI T/ 538 0N (1) Q)
Payment for club debenture GRESFNK = (115)
Payment for property, plant and equipment Yz - BB KRB K (9) (187)
Proceed from disposal of property, plant and HEWE - BEMEBE
equipment FT{8 308 - 69
Cash flow on disposal of a subsidiary HENB AR ZKkEE = 10
Net cash from investing activities KB EBFERE TR 1,038 2,004
PREBERERAT o —T-AFFER 49



CONSOLIDATED STATEMENT OF CASH FLOWS

moREREE

For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

2015 2014
—E—AF —ETF
Notes HK$'000 HK$'000
F5E FET FET
Cash flows from financing activities RETEHMERERE
Capital contribution by a non-controlling B ARz IR R ITE
interest of a subsidiary 2,000 -
Repayment of convertible bonds EEMRREE 21 (15,000) (25,000)
Proceeds from issue of ordinary shares under RIEROEEZRTEEKZ
share placing Fris 28 65,564 74,496
Payment for transaction costs attributable to SR BITHTRREG
issue of new ordinary shares R G (2,201) (1,943)
Proceeds from issue of ordinary shares under RIS R T B T E AR
share option scheme I8 2 FriS5RIE = 1,890
Net cash from financing activities BEEB SIS F58 50,363 49,443
Net increase in cash and cash equivalents ReRRESSEEMNFE 16,228 27,817
cash and cash equivalents at FIzREeRESEE
the beginning of year 61,790 33,985
Effect of foreign exchange rate changes, net R FE) F e 59 (12)
Cash and cash equivalents at the end of year FRz2BHERBEEEE 78,077 61,790
Analysis of the balances of cash and ReRASESEGHZ N
cash equivalents
Cash and bank balances R & MIRTTEEER 78,077 61,790
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

1. GENERAL INFORMATION

China Netcom Technology Holdings Limited (the “Company”)
was incorporated in the Cayman Islands as an exempted
company with limited liability under the Companies Law
(Revised) of the Cayman Islands and its shares are listed on the
Growth Enterprise Market (“GEM") of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). The addresses of the
registered office and principal place of business in Hong Kong of
the Company are disclosed in the corporate information section
of the annual report.

During the year ended 31 December 2015, the Company and its
subsidiaries (collectively referred to as the “Group”) were
involved in the provision of lottery system management service
and operation of lottery sales halls services in the People’s
Republic of China (excluding Hong Kong) (the “PRC").

The consolidated financial statements are presented in Hong
Kong dollars (HK$), which is the same as the functional currency
of the Company.

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSS")

APPLICATION OF NEW AND REVISED HKFRSs

The Group has applied the following amendments to HKFRSs
issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA") for the first time in the current year.

Amendments to HKFRSs Annual Improvements to
HKFRSs 2010-2012 Cycle
Amendments to HKFRSs Annual Improvements to
HKFRSs 2011-2013 Cycle
Amendments to Defined Benefit Plans: Employee
HKAS 19 (2011) Contributions

The application of the amendments to HKFRSs in the current
year has had no material impact on the Group’s financial
performance and positions for the current and prior years and/
or on the disclosures set out in these consolidated financial
statements.

2.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fon o 1l 55 ¥R e i

For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

2. APPLICATION OF NEW AND REVISED HONG 2. FERAHFEREEITE BB HREE
KONG FINANCIAL REPORTING STANDARDS Bl ([ & &R ELER |) (2
("HKFRSS") (continued)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT E MBI AR E R 2 i R AR
YET EFFECTIVE BERMBREER
The Group has not early applied the following new and revised ANEETVERFRAUTEBME®RRERZ
standards and amendments to HKFRSs that have been issued BN EEITER R EAMBREER 2B
but are not yet effective: I
Amendments to HKFRSS Annual Improvements to BRI HRE LS TE-_FE-T-MFREH
HKFRSs 2012-2014 Cycle' 2185 ERYBREEAFELE
HKFRS 9 (2014) Financial Instruments? EEMBRELUEIF:  EBMIA®
(Z2—mF)
HKFRS 14 Regulatory Deferral Accounts? EEMBREERNZ 1S  BHETER?
HKFRS 15 Revenue from Contracts with ERUBREELES  KEEFANMNNES
Customers?
Amendments to HKFRS 10 Sale or Contribution of Assets EEUHRREELE0S REFZLEBLENF
and HKAS 28 between an Investor and REBETERENRY — aEbEzENEE
its Associate or Joint Venture? ZIEFT HESTE!
Amendments to HKFRS 10,  Investment Entities: Applying EEMBRLEERNZ10% . BEEE: EEAH
HKFRS 12 and HKAS 28 the Consolidation Exceptions’ AT RE D ZBIsMER
EVRREEEHEL
EB%
Amendments to HKFRS 11 Accounting for Acquisitions of ERUBRSEAE NG KBAREBRERNGH A
Interests in Joint Operations' 2]
Amendments to HKAS 1 Disclosure Initiative’ EheEE 1% HEEEM
ZIER]
Amendments to HKAS 16 Clarification of Acceptable Methods EH e ERE 165K BBIE LB RN RAS R
and HKAS 38 of Depreciation and Amortisation’ BEOHERE 385
ZIER]
Amendments to HKAS 16 Agriculture: Bearer Plants’ ERSERE 165 R BE EEHEY
and HKAS 41 BAGHERE N5
ZIER]
Amendments to Equity Method in Separate Financial AAeHERNE 5 BURBHRRZERE
HKAS 27 Statements'’ ZIEFT
1 Effective for annual periods beginning on or after 1 January 2016, with i REZE—RNF—A— B2 &R FERRRAER -
earlier application permitted. FRTIRBITERAN
2 Effective for first annual HKFRS financial statements beginning on or after 1 2 RIE—RNE— A B ZRHARNEEAEEEH
January 2016, with earlier application permitted. MRS LRI B RE - o FFIRATERA -
3 Effective for annual periods beginning on or after 1 January 2018, with 3 REZT—N\F—A—BRZERRNFEHRR AR
earlier application permitted. FRFIRAIERAR
4 Effective for annual periods beginning on or after a date to be determined. ‘ R FETEZ BB #HARNFEBBER - 1

FERRRERAN o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSS") (continued)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT
YET EFFECTIVE (Continued)

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduced new requirements for the
classification and measurement of financial assets. HKFRS 9 was
subsequently amended in 2010 to include requirements for the
classification and measurement of financial liabilities and for
derecognition, and further amended in 2013 to include the new
requirements for general hedge accounting. Another revised
version of HKFRS 9 was issued in 2014 mainly to include (a)
impairment requirements for financial assets and (b) limited
amendments to the classification and measurement
requirements by introducing a “fair value through other
comprehensive income” (“FVTOCI”) measurement category for
certain simple debt instruments.

Key requirements of HKFRS 9 are described below:

° All recognised financial assets that are within the scope of
HKAS 39 Financial Instruments: Recognition and
Measurement are subsequently measured at amortised
cost or fair value. Specifically, debt investments that are
held within a business model whose objective is to collect
the contractual cash flows, and that have contractual cash
flows that are solely payments of principal and interest on
the principal outstanding are generally measured at
amortised cost at the end of subsequent accounting
periods. Debt instruments that are held within a business
model whose objective is achieved both by collecting
contractual cash flows and selling financial assets, and
that have contractual terms of the financial asset give rise
on specified dates to cash flows that are solely payments
of principal and interest on the principal amount
outstanding, are measured at FVTOCI. All other debt
investments and equity investments are measured at their
fair value at the end of subsequent accounting periods. In
addition, under HKFRS 9, entities may make an irrevocable
election to present subsequent changes in the fair value of
an equity investment (that is not held for trading) in other
comprehensive income, with only dividend income
generally recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSS") (continued)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT
YET EFFECTIVE (Continued)

HKFRS 9 Financial Instruments (Continued)

. With regard to the measurement of financial liabilities
designated as at fair value through profit or loss, HKFRS 9
requires that the amount of change in the fair value of the
financial liability that is attributable to changes in the credit
risk of that liability is presented in other comprehensive
income, unless the recognition of the effects of changes in
the liability’s credit risk in other comprehensive income
would create or enlarge an accounting mismatch in profit
or loss. Changes in fair value of financial liabilities
attributable to changes in the financial liabilities” credit risk
are not subsequently reclassified to profit or loss. Under
HKAS 39, the entire amount of the change in the fair value
of the financial liability designated as fair value through
profit or loss was presented in profit or 10ss.

. In relation to the impairment of financial assets, HKFRS 9
requires an expected credit loss model, as opposed to an
incurred credit loss model under HKAS 39. The expected
credit loss model requires an entity to account for
expected credit losses and changes in those expected
credit losses at each reporting date to reflect changes in
credit risk since initial recognition. In other words, it is no
longer necessary for a credit event to have occurred
before credit losses are recognised.

. The new general hedge accounting requirements retain
the three types of hedge accounting. However, greater
flexibility has been introduced to the types of transactions
eligible for hedge accounting, specifically broadening the
types of instruments that qualify for hedging instruments
and the types of risk components of non-financial items
that are eligible for hedge accounting. In addition, the
retrospective quantitative effectiveness test has been
removed. Enhanced disclosure requirements about an
entity’s risk management activities have also been
introduced.
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSS") (continued)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT
YET EFFECTIVE (Continued)

HKFRS 9 Financial Instruments (Continued)

The directors of the Company anticipate that the application of
HKFRS 9 in the future may have an impact on amounts reported
in respect of the Group's financial assets and financial liabilities.
Regarding the Group's financial assets, it is not practicable to
provide a reasonable estimate of that effect until the Group
performs a detailed review.

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 was issued which establishes a single comprehensive
model for entities to use in accounting for revenue arising from
contracts with customers. HKFRS 15 will supersede the current
revenue recognition guidance including HKAS 18 Revenue, HKAS
11 Construction Contracts and the related Interpretations when
it becomes effective.

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

. Step 1: Identify the contract(s) with a customer

o Step 2: Identify the performance obligations in the contract

. Step 3: Determine the transaction price

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

° Step 5: Recognise revenue when (or as) the entity satisfies
a performance obligation
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56

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSS") (continued)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT
YET EFFECTIVE (Continued)

HKFRS 15 Revenue from Contracts with Customers
(Continued)

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

The directors of the Company anticipate that the application of
HKFRS 15 in the future may have an impact on the amounts
reported and disclosures made in the Group’s consolidated
financial statements. However, it is not practicable to provide a
reasonable estimate of the effect of HKFRS 15 until the Group
performs a detailed review.

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

The amendments to HKFRS 11 provide guidance on how to
account for the acquisition of a joint operation that constitutes a
business as defined in HKFRS 3 Business Combinations.
Specifically, the amendments state that the relevant principles
on accounting for business combinations in HKFRS 3 and other
standards (e.g. HKAS 12 Income Taxes regarding the recognition
of deferred taxes at the time of acquisition and HKAS 36
Impairment of Assets regarding impairment testing of a cash
generating unit to which goodwill on acquisition of a joint
operation has been allocated) should be applied. The same
requirements should be applied to the formation of a joint
operation if and only if an existing business is contributed to the
joint operation by one of the parties that participate in the joint
operation.

A joint operator is also required to disclose the relevant
information required by HKFRS 3 and other standards for
business combinations.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSS") (continued)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT
YET EFFECTIVE (Continued)

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

The amendments should be applied prospectively to acquisitions
of interests in joint operations (in which activities of the joint
operations constitute businesses as defined in HKFRS 3)
occurring from the beginning of annual periods beginning on or
after 1 January 2016. The directors of the Company do not
anticipate that the application of these amendments to HKFRS
11 may have an impact on the Group's consolidated financial
statements in future period should such transactions arise.

Amendments to HKAS 1 Disclosure Initiative

The amendments to HKAS 1 Presentation of Financial
Statements give some guidance on how to apply the concept of
materiality in practice.

The amendments to HKAS 1 are effective for annual periods
beginning on or after 1 January 2016. The directors of the Company
do not anticipate that the application of these amendments to
HKAS 1 will have a material impact on the amounts recognised in
the Group's consolidated financial statements.

Amendments to HKAS 16 and HKAS 38 Clarification of
Acceptable Methods of Depreciation and Amortisation

The amendments to HKAS 16 Property, Plant and Equipment
prohibit entities from using a revenue-based depreciation
method for items of property, plant and equipment. The
amendments to HKAS 38 Intangible Assets introduce a
rebuttable presumption that revenue is not an appropriate basis
for amortisation of an intangible asset. This presumption can
only be rebutted in the following two limited circumstances:

(@ when the intangible asset is expressed as a measure of
revenue; or

(b) when it can be demonstrated that revenue and
consumption of the economic benefits of the intangible
asset are highly correlated.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSS") (continued)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT
YET EFFECTIVE (Continued)

Amendments to HKAS 16 and HKAS 38 Clarification of
Acceptable Methods of Depreciation and Amortisation
(Continued)

The amendments apply prospectively for annual periods
beginning on or after 1 January 2016. Currently, the Group uses
the straight-line method for depreciation and amortisation for its
property, plant and equipment, and intangible assets
respectively. The directors of the Company believe that the
straight-line method is the most appropriate method to reflect
the consumption of economic benefits inherent in the respective
assets and accordingly, the directors of the Company do not
anticipate that the application of these amendments to HKAS 16
and HKAS 38 will have a material impact on the Group’s
consolidated financial statements.

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

The amendments to HKFRS 10 Consolidated Financial
Statements and HKAS 28 Investments in Associates and Joint
Ventures deal with situations where there is a sale or
contribution of assets between an investor and its associate or
joint venture. Specifically, the amendments state that gains or
losses resulting from the loss of control of a subsidiary that does
not contain a business in a transaction with an associate or a
joint venture that is accounted for using the equity method, are
recognised in the parent’s profit or loss only to the extent of the
unrelated investors' interests in that associate or joint venture.
Similarly, gains and losses resulting from the remeasurement of
investments retained in any former subsidiary (that has become
an associate or a joint venture that is accounted for using the
equity method) to fair value are recognised in the former
parent’s profit or loss only to the extent of the unrelated
investors' interests in the new associate or joint venture.
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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSS") (continued)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT
YET EFFECTIVE (Continued)

Amendments to HKFRS 10 and HKAS 28 Sale or
Contribution of Assets between an Investor and its
Associate or Joint Venture (Continued)

The amendments should be applied prospectively to
transactions occurring in annual periods beginning on or after 1
January 2016. The directors of the Company anticipate that the
application of these amendments to HKFRS 10 and HKAS 28 may
have an impact on the Group’s consolidated financial statements
in future periods should such transactions arise.

Amendments to HKFRS 10, HKFRS 12 and HKAS 28
Investment Entities: Applying the Consolidation
Exception

The amendments to HKFRS 10 Consolidated Financial
Statements, HKFRS 12 Disclosure of Interests in Other Entities
and HKAS 28 Investments in Associates and Joint Ventures
clarify that the exemption from preparing consolidated financial
statements is available to a parent entity that is a subsidiary of
an investment entity, even if the investment entity measures all
its subsidiaries at fair value in accordance with HKFRS 10. The
amendments also clarify that the requirement for an investment
entity to consolidate a subsidiary, whose main purpose is to
provide services and activities that are related to the investment
activities of the investment entity parent, applies only to
subsidiaries that are not investment entities themselves.

The directors of the Company do not anticipate that the
application of these amendments to HKFRS 10, HKFRS 12 and
HKAS 28 will have a material impact on the Group’s consolidated
financial statements as the Group is not an investment entity
and does not have any subsidiary, associate or joint venture that
qualifies as an investment entity.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSS") (continued)

NEW AND REVISED HKFRSs IN ISSUE BUT NOT
YET EFFECTIVE (Continued)

Annual Improvements to HKFRSs 2012-2014 Cycle

The Annual Improvements to HKFRSS 2012-2014 Cycle include a
number of amendments to various HKFRSs, which are
summarised below.

The amendments to HKFRS 5 introduce specific guidance in
HKFRS 5 for when an entity reclassifies an asset (or a disposal
group) from held for sale to held for distribution to owners (or
vice versa). The amendments clarify that such a change should
be considered as a continuation of the original plan of disposal
and hence requirements set out in HKFRS 5 regarding the
change of sale plan do not apply. The amendments also clarify
the guidance for when held-for-distribution accounting is
discontinued.

The amendments to HKFRS 7 provide additional guidance to
clarify whether a servicing contract is continuing involvement in
a transferred asset for the purpose of the disclosures required in
relation to transferred assets.

The amendments to HKAS 19 clarify that the rate used to
discount post-employment benefit obligations should be
determined by reference to market yields at the end of the
reporting period on high quality corporate bonds. The
assessment of the depth of a market for high qualify corporate
bonds should be at the currency level (i.e. the same currency as
the benefits are to be paid). For currencies for which there is no
deep market in such high quality corporate bonds, the market
yields at the end of the reporting period on government bonds
denominated in that currency should be used instead.

The directors of the Company do not anticipate that the
application of other new and revised HKFRSs will have a material
effect on the amounts recognised in the Group’s consolidated
financial statements.
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3. SIGNIFICANT ACCOUNTING POLICIES
STATEMENT OF COMPLIANCE

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the
GEM of the Stock Exchange (“GEM Listing Rules”) and by the
Hong Kong Companies Ordinance (“CO").

The provisions of the new Hong Kong Companies Ordinance
(Cap.622) regarding preparation of accounts and directors’
report and audits became effective for the Company for the
financial year ended 31 December 2015. Further, the disclosure
requirements set out in the GEM Listing Rules regarding annual
accounts have been amended with reference to the new CO and
to streamline with HKFRSs. Accordingly the presentation and
disclosure of information in the consolidated financial
statements for the financial year ended 31 December 2015 have
been changed to comply with these new requirements.
Comparative information in respect of the financial year ended
31 December 2014 are presented or disclosed in the
consolidated financial statements based on the new
requirements. Information previously required to be disclosed
under the predecessor CO or GEM Listing Rules but not under
the new CO or amended GEM Listing Rules are not disclosed in
these consolidated financial statements.

Certain comparative amounts have been reclassified to conform
with current year’s presentation as the Group has changed the
composition of its reportable segments. There is only one
operating segment being presented during the year ended 31
December 2015 as the Group was focusing on its lottery
business and there were no results attributable to the segment
of trading of computer hardware and software. Accordingly,
segment information of trading of computer hardware and
software for the year ended 31 December 2014 for comparative
purposes has not been presented.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF PREPARATION

The consolidated financial statements have been prepared on
the historical cost basis except for certain financial instruments
that are measured at fair values at the end of each reporting
period, as explained in the accounting policies below.

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

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of
whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value of an
asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants
would take those characteristics into account when pricing the
asset or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for
share-based payment transactions that are within the scope of
HKFRS 2 Share-based Payment, leasing transactions that are
within the scope of HKAS 17 Leases, and measurements that
have some similarities to fair value but are not fair value, such
as net realisable value in HKAS 2 Inventories or value in use in
HKAS 36 Impairment of Assets.

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

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

o Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the asset

or liability, either directly or indirectly; and

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

The principal accounting policies are set out below.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
BASIS OF CONSOLIDATION

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

° has power over the investee;

. 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.

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

° the size of the Group's holding of voting rights relative to
the size and dispersion of holdings of the other vote
holders,

. potential voting rights held by the Group, other vote
holders or other parties;

. rights arising from other contractual arrangements; and

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

(Continued)

BASIS OF CONSOLIDATION (continued)

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

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

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

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

CHANGES IN THE GROUP’'S OWNERSHIP
INTERESTS IN EXISTING SUBSIDIARIES

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

(Continued)

CHANGES IN THE GROUP’'S OWNERSHIP
INTERESTS IN EXISTING SUBSIDIARIES (Continued)

When the Group loses control of a subsidiary, a gain or 10ss is
recognised in profit or loss and is calculated as the difference
between (i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest and (i) the
previous carrying amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling interests. All
amounts previously recognised in other comprehensive income
in relation to that subsidiary are accounted for as if the Group
had directly disposed of the related assets or liabilities of the
subsidiary (i.e. reclassified to profit or loss or transferred to
another category of equity as specified/permitted by applicable
HKFRSSs). The fair value of any investment retained in the former
subsidiary at the date when control is lost is regarded as the fair
value on initial recognition for subsequent accounting under
HKAS 39, when applicable, the cost on initial recognition of an
investment in an associate or a joint venture.

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 fair value, except that:

o deferred tax assets or liabilities, and assets or liabilities
related to employee benefit arrangements are recognised
and measured in accordance with HKAS 12 Income Taxes
and HKAS 19 Employee Benefits respectively;
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BUSINESS COMBINATIONS (Continued)

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

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

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

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 HKFRS.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
BUSINESS COMBINATIONS (Continued)

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

The subsequent accounting for changes in the fair value of the
contingent consideration that do not qualify as measurement
period adjustments depends on how the contingent
consideration is classified. Contingent consideration that is
classified as equity is not remeasured at subsequent reporting
dates and its subsequent settlement is accounted for within
equity. Contingent consideration that is classified as an asset or
a liability is remeasured at subsequent reporting dates in
accordance with HKAS 39, with the corresponding gain or l0ss
being recognised in profit or loss.

When a business combination is achieved in stages, the Group’s
previously held equity interest in the acquiree is remeasured to
fair value at the acquisition date (i.e. the date when the Group
obtains control) and the resulting gain or loss, if any, is
recognised in profit or loss. Amounts arising from interests in
the acquiree prior to the acquisition date that have previously
been recognised in other comprehensive income are reclassified
to profit or loss where such treatment would be appropriate if
that interest were disposed of.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BUSINESS COMBINATIONS (Continued)

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), and
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 arising on an acquisition of a business is carried at cost
as established at the date of acquisition of the business (see the
accounting policy above) less accumulated impairment losses, if
any.

For the purposes of impairment testing, goodwill is allocated to
each of the Group's cash-generating units (or groups of cash-
generating units) (“CGU(s)") 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 when there
is indication that the unit may be impaired. For goodwill arising
0N 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 its carrying
amount, the impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the unit and then to
the other assets of the unit on a pro-rata basis based on the
carrying amount of each asset in the unit. Any impairment loss
for goodwill is recognised directly in profit or loss. An impairment
loss recognised for goodwill is not reversed in subsequent
periods.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
GOODWILL (continued)

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill is included in the determination of the profit
or loss on disposal.

The Group's policy for goodwill arising on the acquisition of
associate and joint venture is described below.

INVESTMENTS IN SUBSIDIARIES

Subsidiaries are entities over which the Group has the power to
control the financial and operating policies so as to obtain
benefits from their activities. The existence and effect of
potential voting rights that are currently exercisable or
convertible are considered when assessing whether the Group
controls another entity. Subsidiaries are fully consolidated from
the date on which control is transferred to the Group. They are
excluded from consolidation from the date that control ceases.

In the Company's statement of financial position, investments in
subsidiaries are stated at cost less any impairment losses. The
results of subsidiaries are accounted for by the Company on the
basis of dividends received and receivable.

INVESTMENTS IN ASSOCIATES AND JOINT
VENTURES

An associate is an entity over which the Group has significant
influence. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not
control or joint control over those policies.

A joint venture is a joint arrangement whereby the parties that
have joint control of the arrangement have rights to the net
assets of the joint arrangement. Joint control is the contractually
agreed sharing of control of an arrangement, which exists only
when decisions about the relevant activities require unanimous
consent of the parties sharing control.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INVESTMENTS IN ASSOCIATES AND JOINT
VENTURES (continued)

The results and assets and liabilities of associates and joint
ventures are incorporated in these consolidated financial
statements using the equity method of accounting. The financial
statements of associates and joint ventures used for equity
accounting purposes are prepared using uniform accounting
policies as those of the Group for like transactions and events in
similar circumstances. Under the equity method, an investment
in an associate or a joint venture is initially recognised in the
consolidated statement of financial position at cost and adjusted
thereafter to recognise the Group’s share of the profit or loss
and other comprehensive income of the associate or joint
venture. When the Group’s share of losses of an associate or
joint venture exceeds the Group's interest in that associate or
joint venture (which includes any long-term interests that, in
substance, form part of the Group’s net investment in the
associate or joint venture), the Group discontinues recognising
its share of further losses. Additional losses are recognised only
to the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the associate or joint
venture.

An investment in an associate or a joint venture is accounted for
using the equity method from the date on which the investee
becomes an associate or a joint venture. On acquisition of the
investment in an associate or a joint venture, any excess of the
cost of the investment over the Group's share of the net fair
value of the identifiable assets and liabilities of the investee is
recognised as goodwill, which is included within the carrying
amount of the investment. Any excess of the Group's share of
the net fair value of the identifiable assets and liabilities over the
cost of the investment, after reassessment, is recognised
immediately in profit or loss in the period in which the
investment is acquired.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INVESTMENTS IN ASSOCIATES AND JOINT
VENTURES (continued)

The requirements of HKAS 39 Financial Instruments. Recognition
and Measurement are applied to determine whether it is
necessary to recognise any impairment loss with respect to the
Group's investment in an associate or a joint venture. When
necessary, the entire carrying amount of the investment
(including goodwill) is tested for impairment in accordance with
HKAS 36 Impairment of Assets as a single asset by comparing its
recoverable amount (higher of value in use and fair value less
costs to disposal) with its carrying amount. Any impairment loss
recognised forms part of the carrying amount of the investment.
Any reversal of that impairment loss is recognised in accordance
with HKAS 36 to the extent that the recoverable amount of the
investment subsequently increases.

The Group discontinues the use of the equity method from the
date when the investment ceases to be an associate or a joint
venture, or when the investment (or a portion thereof) is
classified as held for sale. When the Group retains an interest in
the former associate or joint venture and the retained interest is
a financial asset, the Group measures the retained interest at
fair value at that date and the fair value is regarded as its fair
value on initial recognition in accordance with HKAS 39. The
difference between the carrying amount of the associate or joint
venture at the date the equity method was discontinued, and
the fair value of any retained interest and any proceeds from
disposing of a part interest in the associate or joint venture is
included in the determination of the gain or loss on disposal of
the associate or joint venture. In addition, the Group accounts
for all amounts previously recognised in other comprehensive
income in relation to that associate or joint venture on the same
basis as would be required if that associate or joint venture had
directly disposed of the related assets or liabilities. Therefore, if
a gain or loss previously recognised in other comprehensive
income by that associate or joint venture would be reclassified
to profit or loss on the disposal of the related assets or liabilities,
the Group reclassifies the gain or loss from equity to profit or
loss (as a reclassification adjustment) when the equity method is
discontinued.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INVESTMENTS IN ASSOCIATES AND JOINT
VENTURES (continued)

The Group continues to use the equity method when an
investment in an associate becomes an investment in a joint
venture or vice versa. There is no remeasurement to fair value
upon such changes in ownership interests.

When the Group reduces its ownership interest in an associate
or a joint venture but the Group continues to use the equity
method, the Group reclassifies to profit or loss the proportion of
the gain or loss that had previously been recognised in other
comprehensive income relating to that reduction in ownership
interest if that gain or loss would be reclassified to profit or loss
on the disposal of the related assets or liabilities.

When a group entity transacts with an associate or a joint
venture of the Group, profits and losses resulting from the
transactions with the associate or joint venture are recognised
in the Group’s consolidated financial statements only to the
extent of interests in the associate or joint venture that are not
related to the Group.

REVENUE RECOGNITION

Revenue is measured at the fair value of the consideration
received or receivable. Revenue is reduced for estimated
customer returns, rebates and other similar allowances.

Revenue from the sale of goods is recognised when the goods
are delivered and titles have passed, at which time all the
following conditions are satisfied:

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

. the Group retains neither continuing managerial
involvement to the degree usually associated with

ownership nor effective control over the goods sold;

° the amount of revenue can be measured reliably;
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
REVENUE RECOGNITION (continued)

. it is probable that the economic benefits associated with
the transaction will flow to the Group; and

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

Revenue from provision of management, marketing and
operating services for lottery system and lottery halls is
recognised when the services are rendered.

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

LEASING

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

The Group as lessor

Amounts due from lessees under finance leases are recognised
as receivables at the amount of the Group’s net investment in
the leases. Finance lease income is allocated to accounting
periods so as to reflect a constant periodic rate of return on the
Group's net investment outstanding in respect of the leases.

Rental income from operating leases is recognised in profit or
loss on a straight-line basis over the term of the relevant lease.
Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased
asset and recognised as an expense on a straight-line basis over
the lease term.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

LEASING (continued)

The Group as lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term, except where another
systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed.
contingent rentals arising under operating leases are recognised
as an expense in the period in which they are incurred.

In the event that lease incentives are received to enter into
operating leases, such incentives are recognised as a liability.
The aggregate benefit of incentives is recognised as a reduction
of rental expense on a straight-line basis, except where another
systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed.

FOREIGN CURRENCIES

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of the entity (foreign currencies) are recognised at the
rates of exchange prevailing at the dates of the transactions. At
the end of the reporting period, monetary items denominated in
foreign currencies are retranslated at the rates prevailing at that
date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates
prevailing on the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in
a foreign currency are not retranslated.

Exchange differences on monetary items are recognised in profit
or loss in the period in which they arise.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
FOREIGN CURRENCIES (continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Group (i.e. Hong Kong dollars) using exchange rates prevailing at
the end of each reporting period. Income and expenses items
are translated at the average exchange rates for the period,
unless exchange rates fluctuate significantly during the period,
in which case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising, if any, are
recognised in other comprehensive income and accumulated in
equity under the heading of foreign currency translation reserve
(attributed to non-controlling interests as appropriate).

BORROWING COSTS

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

Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for
capitalisation.

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

(Continued)
RETIREMENT BENEFIT COSTS

Payments to the Mandatory Provident Fund Scheme are
recognised as an expense when employees have rendered
service entitling them to the contributions.

Pursuant to the relevant regulations of the government of the
PRC, subsidiaries of the Company operating in the PRC participate
in a local municipal government retirement benefits scheme (the
“PRC Scheme”), whereby the subsidiaries are required to make
contributions, as calculated under the rules specified by the
relevant PRC local government authorities, to the PRC Scheme to
fund their retirement benefits. The local municipal government
undertakes to assume the retirement benefits obligations of all
existing and future retired employees of the subsidiaries. The only
obligation of the Group with respect to the PRC Scheme is to pay
the ongoing required contributions under the PRC Scheme
mentioned above. Contributions under the PRC Scheme are
charged to the consolidated statement of profit or loss and other
comprehensive income as incurred. There are no provisions
under the PRC Scheme whereby forfeited contributions may be
used to reduce future contributions.

SHARE-BASED PAYMENT ARRANGEMENTS
Share-based payment transactions of the Company

Equity-settled share-based payments to employees and others
providing similar services are measured at the fair value of the
equity instruments at the grant date.

The fair value determined at the grant date of the equity-settled
share-based payments is expensed on a straight-line basis over
the vesting period, based on the Group's estimate of equity
instruments that will eventually vest, with a corresponding
increase in equity (share options reserve). For share options that
vest immediately at the date of grant, the fair value of the share
options granted is expensed immediately to profit or loss. At the
end of each reporting period, the Group revises its estimates of
the number of equity instruments that are expected to vest. The
impact of the revision of the original estimates, if any, is
recognised in profit or loss such that the cumulative expense
reflects the revised estimate, with a corresponding adjustment
to share options reserve.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

SHARE-BASED PAYMENT ARRANGEMENTS
(Continued)

Share-based payment transactions of the Company
(Continued)

When share options are exercised, the amount previously
recognised in share options reserve will be transferred to share
premium. When share options are forfeited after the vesting
date or are still not exercised at the expiry date, the amount
previously recognised in share options reserve will be
transferred to retained profits.

Equity-settled share-based payment transactions with parties
other than employees are measured at the fair value of the
goods or services received, except where that fair value cannot
be estimated reliably, in which case they are measured at the
fair value of the equity instruments granted, measured at the
date the entity obtains the goods or the counterparty renders
the service. The fair values of the goods or services received are
recognised as expenses, with a corresponding increase in equity
(share options reserve), when the Group obtains the goods or
when the counterparties render services, unless the goods or
services qualify for recognition as assets.

TAXATION

Income tax expense represents the sum of the tax currently
payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from “loss before tax” as reported in the
consolidated statement of profit or loss and other
comprehensive income because of income or expense that are
taxable or deductible in other years and items that are never
taxable or deductible. The Group's liability for current tax is
calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

TAXATION (Continued)

Deferred tax

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

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associates, and interests in joint ventures, except where the
Group is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not reverse
in the foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with such
investments and interests are only recognised to the extent that
it is probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences and
they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that it is
no longer probable that sufficient taxable profits will be available
to allow all or part of the asset to be recovered.
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For the year ended 31 December 2015 HE—Z—HF+-A=+—HILtFE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
TAXATION (Continued)
Deferred tax (Continued)

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

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

Current and deferred tax for the year

Current and deferred tax are recognised in profit or loss, except
when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case, the
current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively. Where
current tax or deferred tax arises from the initial accounting for
a business combination, the tax effect is included in the
accounting for the business combination.

PROPERTY, PLANT AND EQUIPMENT

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

Depreciation is recognised so as to write off the cost of assets
less their residual values over their estimated useful lives, using
the straight-line method as follows:

Furniture, fixtures and fittings 2-5years
Computer and office equipment 2-5years
Motor vehicles 5-10 years

Over the shorter of term of
lease or 3 years

Leasehold improvements

FESTHEE®)

BIE (2)

FEAEHE (4)
ELRBEEERABUERAERSHEAEY

MEMZEARERGE - RERBEHERD
B EE LD ER MR (RBUER)FE -

EEHARBEMEE 2 ERRERSHER
$‘§ EEHK KRR RN EEEEMAE
TRZBGHE

FRESHAELR A

FREHSEER AN BRER - EEHEE
HipiR A AR RS ERE R PR A
BHE - RIBHEI RORER IR ) R R H R &
WASEEREETHER - MEEXKE 2]
FastEmELRRSRERIE - BEKRG
FHEETARKEMZETRENA -

W% BEKR&RE

ME - BERRBTERARE R R TER
HZ ZEHRERBER(E) JIALE IR
%

WENREE 2 At Al ERFHAERERER
AMSHE AR AR OREEFISREE) T -

Bl RELEEE 2%5F

BREMAERE 2E5F

B 52104

HEMEERE HEH3F
(ABREE R%E)

MEEBERERAR « T -HEER 79



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

om0 WS dh & Bl ok

For the year ended 31 December 2015 HE-—Z—HF+-A=+—HILtFE

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
PROPERTY, PLANT AND EQUIPMENT (Continued)

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

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or l0ss
arising on the disposal or retirement of an item of property, plant
and equipment is determined as the difference between the
sales proceeds and the carrying amount of the asset and is
recognised in profit or 0ss.

INTANGIBLE ASSETS
Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired
separately are carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation for
intangible assets with finite useful lives is recognised on a
straight-line basis over their estimated useful lives. The
estimated useful life and amortisation method are reviewed at
the end of each reporting period, with the effect of any changes
in estimate being accounted for on a prospective basis.
Intangible assets with indefinite useful lives that are acquired
separately are carried at cost less any subsequent accumulated
impairment losses (see the accounting policy in respect of
impairment losses on tangible and intangible assets below).

Intangible assets acquired in a business combination

Intangible assets acquired in a business combination are
recognised separately from goodwill and are initially recognised
at their fair value at the acquisition date (which is regarded as
their cost).
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INTANGIBLE ASSETS (Continued)

Intangible assets acquired in a business combination
(Continued)

Subsequent to initial recognition, intangible assets acquired in a
business combination are reported at cost less accumulated
amortisation and accumulated impairment losses, on the same
basis as intangible assets that are acquired separately.
Alternatively, intangible assets acquired in a business
combination with indefinite useful lives are carried at cost less
any subsequent accumulated impairment losses (see the
accounting policy in respect of impairment losses on tangible
and intangible assets below).

An intangible asset is derecognised on disposal, or when no
future economic benefits are expected from use or disposal.
Gains and losses arising from derecognition of an intangible
asset, measured as the difference between the net disposal
proceeds and the carrying amount of the asset, are recognised
in profit or loss when the asset is derecognised.

IMPAIRMENT ON 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 with finite
useful lives to determine whether there is any indication that
those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment
loss (if any). When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the
asset belongs. When a reasonable and consistent basis of
allocation can be identified, corporate assets are also allocated
to individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units for
which a reasonable and consistent allocation basis can be
identified.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

IMPAIRMENT ON TANGIBLE AND INTANGIBLE
ASSETS OTHER THAN GOODWILL (Continued)

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 of
disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to
the asset for which the estimates of future cash flows have not
been adjusted.

If the recoverable amount of an asset (or a cash-generating unit)
is estimated to be less than its carrying amount, the carrying
amount of the asset (or a cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised
immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been
recognised for the asset (or a cash-generating unit) in prior
years. A reversal of an impairment loss is recognised
immediately in profit or loss.
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
PROVISIONS

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

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

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

CASH AND CASH EQUIVALENTS

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and demand
deposits, and short-term highly liquid investments that are
readily convertible into known amounts of cash, are subject to
an insignificant risk of changes in value, and have a short
maturity of generally within three months when acquired, less
bank overdrafts which are repayable on demand and form an
integral part of the Group’s cash management.

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on hand and
at banks, including term deposits, and assets similar in nature to
cash, which are not restricted as to use.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS

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

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

Financial assets

Financial assets are classified into the following specified
categories: financial assets “at fair value through profit or loss”
("FVTPL"), “available-for-sale” (“AFS”) financial assets and “loans
and receivables”. 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.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets (Continued)

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 instruments, or, where appropriate, a shorter period, to the
net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis for
debt instruments other than those financial assets classified as
at FVTPL.

Financial assets at FVTPL

Financial assets are classified as at FVTPL when the financial
asset is (i) contingent consideration that may be paid by an
acquirer as part of a business combination to which HKFRS 3
applies, (i) held for trading, or (iii) it is designated as at FVTPL.

A financial asset is classified as held for trading if:

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

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

° it is a derivative that is not designated and effective as a
hedging instrument.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets (Continued)

Financial assets at FVTPL (Continued)

A financial asset other than a financial asset held for trading or
contingent consideration that may be paid by an acquirer as part
of a business combination may be designated as at FVTPL upon
initial recognition if:

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

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

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

Financial assets at FVTPL are stated at fair value, with any gains
or losses arising on remeasurement recognised in profit or 10ss.
The net gain or loss recognised in profit or loss includes any
dividend or interest earned on the financial asset.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets (Continued)

AFS financial assets

AFS financial assets are non-derivatives that are either
designated as available-for-sale or are not classified as (a) loans
and receivables; (b) held-to-maturity investments; or (c) financial
assets at FVTPL.

Equity and debt securities held by the Group that are classified
as AFS financial assets and are traded in an active market are
measured at fair value at the end of each reporting period.
Changes in the carrying amount of AFS monetary financial
assets relating to interest income calculated using the effective
interest method and dividends on AFS equity investments are
recognised in profit or loss. Other changes in the carrying
amount of AFS financial assets are recognised in other
comprehensive income and accumulated under the heading of
investments revaluation reserve. When the investment is
disposed of or is determined to be impaired, the cumulative gain
or loss previously accumulated in the investments revaluation
reserve is reclassified to profit or l0ss (see the accounting policy
in respect of impairment loss on financial assets below).

Dividends on AFS equity investments are recognised in profit or
loss when the Group's right to receive the dividends is
established.

The fair value of AFS monetary financial assets denominated in a
foreign currency is determined in that foreign currency and
translated at the spot rate prevailing at the end of the reporting
period. The foreign exchange gains and losses that are
recognised in profit or loss are determined based on the
amortised cost of the monetary asset. Other foreign exchange
gains and losses are recognised in other comprehensive income.

FESTTEHER®)

ERITE )
SREEE)
THESRMEE

Tﬁi\ﬁﬁ‘i\ﬂ;ﬁigi%?éii%ﬂﬁi\ﬁ%ﬁiik%ﬁ
BEQERMERTE  OBERIHKE
(B A FER AR Zipﬁé?Z?Fmi
JHA -

AEEFAESBAAHEESREEL AINE
BhH LEE 2 RARBEBES  REREH
KRR FHEFE - ERARAERMNEEFEZ
FMEWAR AT HHERARE 2B Z AT
EEHUTREEZREEEINBRAAME
ReAfHECREERMEZ LMEFHNE
R B MAFER - TR EREERHER
T e MEREENEERE  ZAREREE
MEBPRAZEEEABEN O REEAR
(F2HTXEREREERERBZEHK
) e

i A SR BN AR B, 2 R FI| JERESL By - N B2E A
FERA L ERARE ZBE

DONSEHE I EEB S REE < A FHE
T 3 5 HA ) AR AR SNES T E 3 LA 3R 17 35 B T =%
BE - REBESERZINERG MERIZERE
B2 BERAN N EETE © B ME Y st M B IR E
AR & WA RIER -

MEEBERERAR « T -HEER 87



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fon o 1l 55 ¥R e i

For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

88

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)
Financial assets (Continued)

AFS financial assets (Continued)

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

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. Subsequent to initial recognition, loans and receivables
(including deposits and other receivables, amounts due from
non-controlling interests of subsidiaries, pledged bank deposit
and cash and bank balances) are measured at amortised cost
using the effective interest method, less any impairment (see
accounting policy on impairment loss on financial assets below).

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

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets (Continued)

Impairment of financial assets

Financial assets, other than those at FVTPL, 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 financial assets have been
affected.

For AFS equity investments, a significant or prolonged decline in
the fair value of the security below its cost is considered to be
objective evidence of impairment.

For all other financial assets, objective evidence of impairment
could include:

. significant financial difficulty of the issuer or counterparty;
or

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

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

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

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

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

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

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

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. Changes in
the carrying amount of the allowance account are recognised in
profit or loss. When a trade receivable is considered
uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are
credited to profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

When an AFS 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.

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment loss was recognised, the
previously recognised impairment loss is reversed through profit
or loss to the extent that the carrying amount of the investment
at the date the impairment is reversed does not exceed what
the amortised cost would have been had the impairment not
been recognised.

In respect of AFS equity investments, impairment losses
previously recognised in profit or loss are not reversed through
profit or loss. Any increase in fair value subsequent to an
impairment loss is recognised in other comprehensive income
and accumulated under the heading of investments revaluation
reserve. In respect of AFS debt investments, impairment losses
are subsequently reversed through profit or loss if an increase in
the fair value of the investment can be objectively related to an
event occurring after the recognition of the impairment loss.

Financial liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by a group entity are
classified as either financial liabilities or as equity in accordance

with the substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity instruments (Continued)

Equity instruments

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

Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or l0ss is
recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial
liability is (i) contingent consideration that may be paid by an
acquirer as part of a business combination to which HKFRS 3
applies, (i) held for trading, or (iii) it is designated as at FVTPL.

A financial liability is classified as held for trading if:

. it has been acquired principally for the purpose of
repurchasing it in the near term; or

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

° it is a derivative that is not designated and effective as a
hedging instrument.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. FESTFHEX®
(Continued)
FINANCIAL INSTRUMENTS (Continued) €T R ®)
Financial liabilities and equity instruments (Continued) STHREERKRATA(E)

Financial liabilities at FVTPL (Continued) BAVESABRZEREE (&)
A financial liability other than a financial liability held for trading
or contingent consideration that may be paid by an acquirer as
part of a business combination may be designated as at FVTPL
upon initial recognition if:

HEBTHER eRABEEFEEZELREA
BB AT ZEREFB A Gtz —8F D
HARBEHRIN) TR T HEREFIEE RIRAF
BFft ABmZERARE

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

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

it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 permits the entire
combined contract (asset or liability) to be designated as at
FVTPL.
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Financial liabilities at FVTPL are measured at fair value, with any
gains or losses arising on remeasurement recognised in profit or
loss. The net gain or loss recognised in profit or loss includes
any interest paid on the financial liabilities.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity instruments (Continued)

Other financial liabilities

Other financial liabilities (including trade and other payables,
amount due to a director, amount due to a non-controlling
interest of a subsidiary and convertible bonds) 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
other than those financial liabilities classified as at FVTPL, of
which the interest expense is included in the net gains or losses.

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the risks
and rewards of ownership of the asset to another entity. If the
Group neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred
asset, the Group recognises its retained interest in the asset and
an associated liability for amounts it may have to pay. If the
Group retains substantially all the risks and rewards of
ownership of a transferred financial asset, the Group continues
to recognise the financial asset and also recognises a
collateralised borrowing for the proceeds received.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Derecognition (Continued)

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the sum of
the consideration received and receivable and the cumulative
gain or loss that had been recognised in other comprehensive
income and accumulated in equity is recognised in profit or 0ss.

On derecognition of a financial asset other than in its entirety,
the Group allocates the previous carrying amount of the financial
asset between the part it continues to recognise, and the part it
no longer recognises on the basis of the relative fair values of
those parts on the date of the transfer. The difference between
the carrying amount allocated to the part that is no longer
recognised and the sum of the consideration received for the
part no longer recognised and any cumulative gain or l0ss
allocated to it that had been recognised in other comprehensive
income is recognised in profit or loss. A cumulative gain or 10ss
that had been recognised in other comprehensive income is
allocated between the part that continues to be recognised and
the part that is no longer recognised on the basis of the relative
fair values of those parts.

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

(Continued)
RELATED PARTIES
A party is considered to be related to the Group if:

(@) the party is a person or a close member of that person'’s
family and that person:

() has control or joint control of the Group;
(i has significant influence over the Group; or

(i) is a member of the key management personnel of
the Group or of a parent of the Group;

or

(b)  the party is an entity where any of the following conditions
applies:

()  the entity and the Group are members of the same
group;

(i) one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

(i) the entity and the Group are joint ventures of the
same third party;

(iv)  one entity is a joint venture of a third entity and the
other entity is an associate of the third entity;

(v)  the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group;
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
RELATED PARTIES (continued)

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

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

(viii) the entity, or any member of a group of which it is a
part, provides key management personnel services
to the Group or to the parent of the Group.

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

4. CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in note 3, management is required to make
judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and underlying assumptions
are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and
future periods if the revision affects both current and future
periods.
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4.

98

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

KEY SOURCES OF ESTIMATION UNCERTAINTY

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

Estimated impairment of concession rights

The carrying amount of concession rights is reviewed for
impairment when events or changes in circumstances indicate
that the carrying amount may not be recoverable. The
recoverable amount of these assets, or, where appropriate, the
CGU(s) to which they belong, is calculated as the higher of its fair
value less costs of disposal and value in use. Estimating the
value in use requires the Group to estimate the expected future
cash flows from the CGU(s) and to choose a suitable discount
rate in order to calculate the present value of those cash flows
(note 19).

As at 31 December 2015, the carrying amount of concession
rights related to lottery business is approximately HK$81,526,000
(2014: HK$99,324,000), after deducting the accumulated
amortisation and impairment of approximately HK$2,330,455,000
(2014: HK$2,447,209,000) as detailed in note 15.

Significant estimation is required in determining the future cash
flows expected to arise from the lottery business. The directors
are of the view that there is great potential for its lottery
business as there are not many companies providing such
similar service. Where the actual future cash flows are less than
expected, a material impairment loss may arise.
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5.

REVENUE

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

5 Wz

REFREEZWHEAFTOT

2015 2014

—E-a% —T—mEF

HK$'000 HK$'000

FET FHET

Sale of lottery equipment HERERE 44 2,392
Provision of management, marketing, and MEEZHRREERERBERE

operating services for lottery system and WS E ML &R
lottery halls 920 1,141
964 3,533

SEGMENT INFORMATION

The Group's operating segments are determined based on
information reported to the board of directors of the Company,
being the chief operating decision maker (the “CODM"), for the
purposes of resource allocation and performance assessment.

The CODM reviews the Group's internal reporting, assesses the
performance and allocates the resources of the Group as a
whole, as all of the Group’s activities are considered to be
primarily dependent on the performance of lottery business —
development of computer software, hardware and application
system, sale of self-developed technology or results, provision
of relevant technical consultancy services in the PRC and
development and provision of operation system sector of the
PRC lottery market. Therefore, the CODM considers there is only
one operating segment under the requirements of HKFRS 8
Operating Segments. In this regard, no segment information is
presented.

Additional disclosure in relation to segment information is not
presented as the CODM assesses the performance of the sole
operating segment identified based on the consistent
information as disclosed in the consolidated financial
Statements.

The total segment result is equivalent to total comprehensive
expense for the year as shown in the consolidated statement of
profit or loss and other comprehensive income and the total
segment assets and total segment liabilities are equivalent to
total assets and total liabilities as shown in the consolidated
statement of financial position.
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6. SEGMENT INFORMATION (continued) 6.
GEOGRAPHICAL INFORMATION

The Group operates in two principal geographical areas — the
PRC and Hong Kong.

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

EER #)
i EE B

AEEZEBETRUAMELR — FERE
B e

REBZREBHES S 2 RBINBES 2 W=
RREEMEE S ZERBDEEEHFBN
™

Revenue from

external customers Non-current assets
RENMBES > U kRBEE
2015 2014 2015 2014
—B-H& _—TNF —B-FHF -—TNF
HK$'000 HK$'000 HK$'000 HK$'000
T8 FBT FHT FHT
PRC 2] 964 3,533 82,731 101,197
Hong Kong BB - - 125 139
964 3,533 82,856 101,336
INFORMATION ABOUT MAJOR CUSTOMERS FTEEFZ2ER

For the year ended 31 December 2015, there were two
customers with revenue of approximately HK$125,000 and
HK$795,000 respectively which accounted for more than 10% of
the total revenue of the Group.

For the year ended 31 December 2014, there were two
customers with revenue of approximately HK$1,140,000 and
HK$2,392,000 respectively which accounted for more than 10%
of the total revenue of the Group.

HE"Z—HAF+-_A=+—HUIEFE MB
BBz W2 Rl %) A 125,000 7 7T K& 795,000 78
TG R AREE AW 2 10% A E o

NE-T-—WE+-A=T—BILEE - W4
B2 WE 5 Bll#) 41,140,00078 7T K 2,392,000
BT (ARE RIS 7 10% AL -
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE
7. OTHER INCOME AND GAINS 7. HMWAR W=
2015 2014
—g-1& —T-mF
HK$'000 HK$'000
FH&x T
Bank interest income RITHFEWA 990 2,259
Gain on disposal of a subsidiary (note 29) HEME R R 2 Wk (FsE29) - 10
Sundry income FETEL A 130 193
1,120 2,462
8. FINANCE COSTS 8. B AS
2015 2014
—B-HfF —T—pE
HK$'000 HK$'000
FHxT FHETT
Effective interest on convertible bonds AR ES 2 BRFIE 16,394 10,772
9. INCOME TAX CREDIT 9. FIEBiER
INCOME TAX RECOGNISED IN PROFIT OR LOSS RIEm R ZFEH
2015 2014
—E-hF —F—mF
HK$'000 HK$'000
FHxT FHET
Current tax BIHARL IR
PRC Enterprise Income Tax AR (R SEFTIS A - -
Deferred tax (note 22) FEIEFETE (M 5E22) (7,155) (99,463)
Total income tax credit recognised in profitor loss  FAB 53R~ AT TR G B 48 (7,155) (99,463)

Hong Kong Profits Tax is calculated at 16.5% (2014: 16.5%) of the
estimated assessable profit for both years. No provision for
Hong Kong Profits Tax had been made as the Group had no
assessable profits arising in or derived from Hong Kong for both
years.

Al RRE BB RS T TIAR R (G 5T SR B F %
TRE165%(ZF—PUF : 165%) 5t & - AR
L E A EE I AN BB E L SRR
wmA R E B FS R L RE
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102

—hFET A=t —HIEFE

INCOME TAX CREDIT (continued)

INCOME TAX RECOGNISED IN PROFIT OR LOSS
(Continued)

Under the prevailing tax law in the PRC, the Enterprise Income
Tax rate of the PRC subsidiaries is 25% for both years. Taxation
arising in other jurisdictions is calculated at the rates prevailing
in the relevant jurisdictions.

9. FiEBiERE @)
RBRTERZ PS8 ()
1R BRTRE - RENBA DRWAFE

ZEEMEHHERR25% Kt e EEREL
Z BT AR 2 RITH R E -

The tax credit for the year can be reconciled to the loss before AREFZHRERGHGASBEEEMEEIEA
tax per the consolidated statement of profit or loss and other RPBRMATEE ZERAT
comprehensive income as follows:
2015 2014
— —T—mE
HK$’'000 HK$'000
THET FHT
Loss before tax BRTLATE R (67,481) (429,544)
Tax at the Hong Kong Profits Tax rate of RIEFENEMRME165%EE
16.5% (2014: 16.5%) ZBIE(ZT—UF : 16.5%) (11,134) (70,875)
Tax effect of expenses not deductible AR A 2 BIE 2
for tax purpose 4,601 3,267
Tax effect of income not taxable TR AZ BHIBE &
for tax purpose (158) (768)
Tax effect of tax losses not recognised FERZHMBEBEBZHBTE 1,596 1,093
Tax effect on different tax rate of group REMANEREHEE S
entities operating in other jurisdictions ERTRPE L TE (2,060) (32,180)
Income tax credit for the year REZEHREL (7,155) (99,463)
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

10. LOSS FOR THE YEAR 10. £FEEE

2015 2014
—E-hF —E—mEF
HK$'000 HK$'000
FET FET
Loss for the year has been arrived REZ BB TSR TS
at after charging: FIHBREH
Cost of inventories recognised as EERAERAI 2 FERA
an expense (included in cost of sales) (GFASHERA) 36 1,602
Auditors’ remuneration ZEAT 2 930 900
Employee benefits expense (excluding EERMNER(TEEEEHS)
directors’ emoluments)
— Salaries and other benefits in kind —HeRkAMEDRET 4,002 4,356
— Contributions to retirement — RIAEF B R
benefits schemes 218 309
Directors’ emoluments =R 7,522 9,172
Total staff costs @8 TR 11,742 13,837
Minimum lease payments paid under BRI REFLERE
operating leases in respect of BN&ERS
land and buildings 1,382 1,530
Net foreign exchange loss b 5B 18 558 2,270 1,621
Depreciation of property, plant and equipment ¥ - B RBE 2 ITE 613 834
Expense in relation to share options BEETERE ZBRE XY
granted to consultants 11,004 7,500
Loss on early redemption of convertible bonds 7 B8 & i & [ 7] 2 i (& %5 2 518 1,655 3,235
Amortisation of concession rights (Note) AR A REEE Y (M3E) 8,357 13,578
Provision for impairment 10ss on e ME M EWEIE 2 BB ERE
deposits and other receivables (Note) (PF5E) 2,000 -
Loss on disposal of property, plant and HEWE  BEMEEZ
equipment-net (Note) &8 — F 5 (M) = 110

Note:

Amortisation of concession rights, provision for impairment loss on deposits and
other receivables and loss on disposal of property, plant and equipment are

included in other operating expenses.

MEAE -

BRI EREN  ReEREMBUREBEZREBBRRER
HEWE - BiFE RRB BRI ALMEEERRA -
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

11. DIRECTORS’ EMOLUMENTS

104

1. EEME

The emoluments paid or payable to each of the six (2014: seven)

AARE(ZT—HF LR EEXNHENZ

directors were as follows: e
Contributions Equity-
Salaries to settled
and other  retirement share-
benefits benefits based Discretionary
Fees in kind schemes  payments bonuses Total
NRELEE
FeR BREEHN  URGXA
e HtBENEFN BE T ZHE MERAL @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TET THT TET THT FET
2015 —E-1E
Executive directors BITES
Leung Ngai Man REN - 6,500 18 - - 6,518
Wu Wei Hua EYEES = 866 18 = - 884
Sung Kin Man (Note (ii) REST(PHFE (D) - - - - - -
Independent BUFHTES

non-executive directors
Xuan Hong 741 50 - - - - 50
Qi B = = = = = =
Cai Wei Lun &R 70 - - - - 70

120 7,366 36 - = 7,522
2014 —B-@OF
Executive directors HTES
Leung Ngai Man RN - 6,500 17 - - 6,517
Wu Wei Hua B EE - 870 17 1,452 - 2,339
Ng Kwok Chu, Winfield REE ()

(Note (i) - 240 6 - - 246
Sung Kin Man (Note (ii) REESC(HIEEGD) - - - - - -
Independent BUFHTES

non-executive directors
Xuan Hong 741 - - - - - -
Qi B4 - - - - - -
Cai Wei Lun BER 70 - - - - 70

70 7,610 40 1,452 - 9,172
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

11.

12.

DIRECTORS' EMOLUMENTS (continued)

Notes:
(i) Resigned on 26 May 2014

(i) Appointed on 26 May 2014 and resigned on 2 March 2015

During the years ended 31 December 2015 and 2014, since the
appointment of chief executive officer of the Company remains
outstanding, no emoluments were paid to the chief executive
officer of the Company.

There was no arrangement under which a director waived or
agreed to waive any remuneration during the year (2014 Nil).

EMPLOYEES' EMOLUMENTS

EMPLOYEE BENEFITS EXPENSE (EXCLUDING
DIRECTORS’ EMOLUMENTS)

1. EEME )

i

0} RoT-MFRA - +RERHE

(ii) RZE-—MFRA-+NEEZERNR-_T—0F

= A-HEHE

REEZE - Z—RAFE - ZT—NFE+_A=+—
HIEFEE  ARARBRMAZTITHAEE &

WS N ARRAAT
BAREME o

RERNLBIEHLTHUBESHEXAERL

e (ZT—0F: F) -

12. EEMS

BERMNER (EEMEERM)

2015 2014

—E-®E —T—pE

HK$'000 HK$'000

FET T

Salaries and other benefits in kind FehEmEYEH 4,002 4,356
Contributions to retirement benefits schemes R {Rki@FIET 2 2k 218 309
4,220 4,665
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

12. EMPLOYEES' EMOLUMENTS (continued)
FIVE HIGHEST PAID INDIVIDUALS

Of the five individuals with the highest emoluments in the Group,
two (2014 three) were directors of the Company whose
emoluments are included in the disclosure in note 11 above. The
emoluments of the remaining three (2014: two) individuals were

12.

EEME &)
EEEREHES

RARELEZEEHEEY ME(=FT—0
FZR)BARAZESE  REZMEHEN
EXMENZHEAR - T =R(ZF—HF :
mE) &= EEZMEFBENT

as follows:
2015 2014
—ZE-hfF —ZT—puF
HK$'000 HK$'000
FET FHET
Salaries and other benefits in kind FEMEMEYET 1,385 832
Contributions to retirement benefits schemes  3ER4E FIsH &I 2k 36 29
Discretionary bonuses 1B TEAL - 44
1,421 905

Their emoluments fell within the following bands:

BEZMENFUTEHE -

Number of individuals

EESEE
2015 2014
—E-HF —T—MF
Emolument bands 4 &5 &
Nil-HK$1,000,000 #— 1,000,000 7% 7T 3 2

During the years ended 31 December 2014 and 2015, no
emoluments were paid by the Group to any of the five highest
paid individuals including directors, as an inducement to join or
upon joining the Group or as compensation for loss of office.

(E- T -MFER_F-AF+=-A=1+—H
IFE ASEBEYEREINRAEE=HES
(BEES)INMSEREBMAREESR
IMARE B 2 RSB E o
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

13. LOSS PER SHARE

13. EREE

The calculation of the basic and diluted loss per share RAREEA AEIEERER N ESEIB IR T
attributable to owners of the Company is based on the following G| EigEstE
data:
2015 2014
—E-hHfF —F—UF
HK$'000 HK$'000
FET FET
Loss =
Loss for the year attributable to owners of M EFREARAREEEE

the Company for the purposes of M ZANFERRRHEEAA
basic and diluted loss per share FEAEE5 1R (54,679) (186,051)
2015 2014
—E—0F —E-mE
‘000 ‘000
T Fi%
Number of shares BoEA
Weighted average number of ordinary A ESREARBEBEREME 2
shares for the purposes of basic and LB 2 DT
diluted loss per share 2,741,424 2,178,881
The computation of diluted loss per share did not assume the FTEEREEEERR  REBERQRERE
exercise of the Company’s potential ordinary shares granted sHEI (B D RE 2 BELT B S T
under the Company’s share option scheme, non-redeemable A B Bl Al R AR B ST A% - AT E S R R TE
convertible preferred shares, convertible bonds and outstanding RREBEARETE  REABEBITERLKA
warrants since their exercise and conversion would have an EREERE -

anti-dilutive effect.
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

14. PROPERTY, PLANT AND EQUIPMENT

14. Y% - BERRE

Furniture, Computer
fixtures and and office Motor Leasehold
fittings  equipment vehicles improvements Total
B RER EiR
#£E  WOAERE RE HENERE o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT TAT TER TAT FAT
Cost B
Balance at 1 January 2014 RZE-MF—-F—HBz&H% 770 4,113 309 665 5,857
Additions #m - 408 - - 408
Disposals & (19) (100) (309) 430) (858)
Effect of foreign currency EHERTE
exchange differences @] 21) - (4 (29)
Balance at 31 December 2014 RZE-ME+-A=+—-H2&H 747 4,400 - 231 5,378
Additions £ 5 4 - - 9
Disposals HE (5 - - - (5)
Effect of foreign currency EHEETE
exchange differences (32) (207) - (11) (250)
Balance at 31 December 2015 RZE-RE+-_A=t—Hz&&% 715 4,197 - 220 5,132
Accumulated depreciation RAERAE
and impairment
Balance at 1 January 2014 WZE-NFE—A—-Hz&H% (698) (2,059 (309) (274) (3,340)
Eliminated on disposals HEEERYH
of assets 14 74 309 282 679
Depreciation expense WERY (23) (626) - (185) (834)
Effect of foreign currency EHERTE
exchange differences 3 9 - 2 14
Balance at 31 December 2014 RZE-WE+-A=T—RAz#&H (704) (2,602) = (175) (3,481)
Eliminated on disposals HEBEREH
of assets 5 - - = 5
Depreciation expense TERY (20) (536) - (57) (613)
Effect of foreign currency EREBTE
exchange differences 31 129 - 12 172
Balance at 31 December 2015 R-E-RE+-A=+—Hz&R (688) (3,009) = (220) (3,917)
Carrying amounts FEE
Balance at 31 December 2015 R-Z-RE+-A=+-H2&#% 27 1,188 - - 1,215
Balance at 31 December 2014 i St sl R sl = e 43 1,798 - 5 1,897
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15. CONCESSION RIGHTS 15. ST R&EE
HK$'000
FHEIT

Cost A
Balance at 1 January 2014 RZTE—NFE—A—BZ&H% 2,561,966
Effect of foreign currency exchange differences fEHEREE (15,433)
Balance at 31 December 2014 R-E—NF+-—A=+—H2z#&% 2,546,533
Effect of foreign currency exchange differences fEH =R (134,552)
Balance at 31 December 2015 R-ZE—HF+-_A=1+—HB2Z&% 2,411,981
Accumulated amortisation and impairment EFtBERRE
Balance at 1 January 2014 RZE—NF—A—Hz&#% (2,071,899)
Amortisation expense HEFA X (13,578)
Impairment loss recognised in profit or loss RS ERRERE (374,217)
Effect of foreign currency exchange differences EH RS 12,485
Balance at 31 December 2014 RZZE—HF+ZA=+—Hz&H (2,447,209)
Amortisation expense BEFA S (8,357)
Impairment loss recognised in profit or loss RERER R ERE (4,500)
Effect of foreign currency exchange differences fEHEZRETE 129,611
Balance at 31 December 2015 RZE—RF+ZA=+—HZ&H (2,330,455)
Carrying amounts FREE
Balance at 31 December 2015 R-ZEBE-—RAE+ZA=1+—B &% 81,526
Balance at 31 December 2014 WZZE—NF+_A=1+—Hz&% 99,324
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15.

110

CONCESSION RIGHTS (continued)

Note:

The amount of concession rights represents the value in use of contractual rights
stated in the cooperation agreements that & JIl 38 % & & Bl . A R A A
(transliterated as Shenzhen Huancai Puda Technology Company Limited®) (“Huancai
Puda”) and its subsidiary entered into with several lottery issuing centres for
providing software system and technical service. The fair value of the concession
rights on initial recognition was arrived at on the basis of a valuation carried out by
an independent professionally qualified valuer not connected with the Group. The
valuation was determined by reference to discounted cash flow projections. At the
end of each reporting period, the concession rights is measured using the cost

model subject to impairment.

The amount of concession rights is amortised on a straight-line method over the
period over three to eight years in accordance with the terms of the cooperation
agreements.

During the year ended 31 December 2015, the management of the Group has
performed an impairment assessment on the lottery business’s CGU which has
reflected the latest business environment and market conditions as the economy
in the PRC is recording a pronounced deceleration in growth. As at 31 December
2015, the recoverable amount of the concession rights was assessed by the
directors with reference to the professional valuation as at 31 December 2015
performed by an independent professionally qualified valuer. The recoverable
amount of the lottery business's CGU has been determined based on value in use
calculation. That calculation uses cash flow projections based on most recent
financial budgets after taking into account the operation environment and market
conditions at that point of time approved by the management covering a five-year
period with growth rate of 20% (2014: 20%) per annum, and pre-tax discount rate
of 31.13% (2014: 28.07%). The cash flows beyond the five year period are
extrapolated using zero growth rate. The key assumptions for the value in use
calculation are those regarding the discount rate, growth in revenue and direct
costs during the periods. The management estimates discount rate that reflects
current market assessments of the time value of money and the risk specific to the
CGU. In performing the impairment testing, the directors of the Company have
made reference to a valuation performed by an independent professionally
qualified valuer. During the year ended 31 December 2015, the Group recognised
impairment loss of approximately HK$4,500,000 (2014: HK$374,217,000) in relation
to concession rights allocated to the CGU associated with the lottery business.

# English name for identification purpose only.

4 I 4T A R e
15. FHFELEE »)

i

B ERZSENR)IREEEMBBERAR((RYE
=) REMBARSERESR T AR REMRGRSZEYR
BITHORT L BEGBIEA ORA 2 EAEE - 1
WHRE - HAEERIRATENREEASEGRERES
ZBIEESERGEMETZHEMSH - BRAGED
L2BERBALREBTRYMETE - RERSHMER - L
ERERARARAG BRELST -

B EEZ 2 ERBEFEHRE I GTIREFREN=ZEN
FZHAREH o

ENPELEERPENE BE-T-RAF+t-A=1—
BIEFE - NEEEIEED YRR ERRRTSIR
M2 EEB2ReELBETREN G R
FH-A=Z+—H FFEEgzTkneELER2E
HEBEVEXSERMEMR-_Z—AF+-A=+—H#
T ERGEMELTE VEEBRSELBMATKE
SRIYBBEMEBEFEEEE - R EEEAERER
EAiEL2EZERNELERERTRAMREZ FEE
FEMRERERE  BREAGF0%(ZF— W4 :
20%) R B ATAE IR % £ 31.13% (—Z — U4 : 28.07%) < LF
HERZASAREREBSFTERZEY - tEEREE
ZEEBRRDVEEHPHZBRE  WEER R ERKA
HHE - ERE M MR E - ZMRRRR L BB
BEZENTSTEARREELEMZFHERR - #17
HMEARE  AAREECL2EBUITERERMGERME
HemE RBEE-Z-—RAF+-_A=+—HLFE &
KRENORERVEXBARMCASELBHLERE
T 7R Rl 18 /85 48 49 4,500,000 7 7T ( = & — P9 4F : 374,217,000
BT
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16. PREPAYMENTS, DEPOSITS AND OTHER 16. FERHRIE - e R EMEKRTIE
RECEIVABLES
2015 2014
—E-HF T EF
HK$'000 HK$'000
FExT FHEIT
Prepayments B FIE 1,392 149
Deposits and other receivables e R H b W RIE 10,378 4,095
11,770 4,244
Less: allowance for doubtful debts B REREE (2,000) -
Total prepayments, deposits and TERRIE -« me REMERFUERE
other receivables 9,770 4,244
MOVEMENT IN THE ALLOWANCE FOR SIREBEZEH
DOUBTFUL DEBTS
2015 2014
—E-HF —ETF
HK$'000 HK$'000
FET FAT
1 January —H—H = -
Impairment loss recognised on deposits PiRe R HE A W GRIETER
and other receivables BEEE 2,000 -
31 December +=-—A=+—H 2,000 -
An impairment loss was made on receivables based on a review BeE o REE T EER - BIBHAEES
of outstanding amounts on regular basis when collection of the B THESHENREEDREBE - &e
amount is in doubt. Deposit of HK$2,000,000 was fully impaired 2,000,000 TERBERE  REAGEHE R
as the balance was past due and the collection of the amount MR AT E M TERE c ZIZSBEAR A
was in doubt. The deposit was in relation to a possible ZEEWMBAR AR EEERE  Hf -
acquisition by a wholly-owned subsidiary of the Company of EEVT-MDERBBEZERGREIR_-Z
which a framework agreement was signed and the framework —MFE=AKIE - ARRIEEEA T —HF
agreement was terminated in March 2014. The management of ZANR—ERREZEMZSETER - B
the Company has been negotiating for the refund of this REBZLEE 2 TRENE S TETE - Bl - #2
advance deposit since March 2014 but considered the refund of —E-RAF+A=F+—HLFE XQEE
the deposit was in doubt. Therefore, the management of the BERZILZSELRERE - AEEWEZ
Company has made an impairment loss on the deposit during ERFE TR ISR E B o

the year ended 31 December 2015. The Group does not hold any
collateral or other credit enhancements over this balance.
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17.

18.

112

AMOUNTS DUE FROM NON-CONTROLLING
INTERESTS OF SUBSIDIARIES

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

CASH AND BANK BALANCES/PLEDGED
BANK DEPOSIT

17. FEURH B 2 Bl 2 FE i R 55 2 SRR

AR VERR - B RBREREER -

. RERBRTHER ERRTER

2015 2014

—E-HF —ZT—F

HK$°000 HK$'000

FTER FAT

Cash at banks and in hand BITHAB R FERS 78,292 62,004
Less: Pledged bank deposit B EEAIRITER (215) (214)
Cash and cash equivalents HeRRL%E 78,077 61,790

Pledged bank deposit represents deposit pledged to bank for
obtaining the corporate card services.

Bank balances carry interest at floating rates based on daily
bank deposit rates. The pledged bank deposit carries fixed
interest rate of 0.50% (2014: 0.50%) per annum.

Included in cash at banks and in hand of the Group is
approximately HK$651,000 (2014: HK$2,734,000) of bank
balances denominated in Renminbi (“RMB”) and placed with
banks in the PRC. RMB is not freely convertible into other
currencies, however, under the PRC's Foreign Exchange Control
Regulations and Administration of Settlement, Sale and Payment
of Foreign Exchange Regulations, the Group is permitted to
exchange RMB for other currencies through banks authorised to
conduct foreign exchange business.

BRI R ATRE L R IR TR
A2 -

RITAER AT BIRTTRE N XMV BN EH
B BMBITHERZEEFHEF0.50% (=
ZT—MM% : 0.50%) °

AEBZROTEHRETFERESHT BY
651,000 7T (ZF — M4 : 2,734,000 7T) 2
RITREBREAARE [ARE D) FHEXLFHR
FEZRT ARBTSEHLBRAEME
% HERRIR T BISNE B ) K A E B IR DI RS
EEERT  ARERBEEAESINERH
ZHRITHARBHBBEMER -
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

19. TRADE AND OTHER PAYABLES

20.

19. EZREMENKE

2015 2014

—g-1& —T-mF

HK$'000 HK$'000

FET FHETT

Trade payables B S ENFRIA 4 4
Other payables and accruals HA eI R Ia R ERTE A 7,688 8,172
Accrued salaries and other benefits in kind FE T3 N E A B Wt 192 1,485
Total trade and other payables B 5 R E M RIB B 7,884 9,661

The following is an ageing analysis of trade payables based on REHER  EHRNFIEERERBH
invoice date at the end of the reporting period: BRERODITINT -

2015 2014

—E-FF —F—mF

HK$°000 HK$'000

FET FHEIT

Over 90 days B0 B 4 4

AMOUNTS DUE TO A DIRECTOR/NON-

CONTROLLING INTEREST OF A SUBSIDIARY

The amounts due are unsecured, interest-free and repayable on

demand.

20.

FENES, B D F 2 R

Z I8

Z BN IR BB - 2B R

BB R{ES

/\IE
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

21. CONVERTIBLE BONDS

In August 2010, the Company issued approximately 664,580,000
(after adjusted for the share consolidation as effected on 27
February 2012) zero-coupon HK dollar denominated convertible
bonds to Mr. Leung Ngai Man (“Mr. Leung"”), a substantial
shareholder, the chairman and executive director of the
Company. The convertible bonds have a maturity period of 5
years from the issue date and can be convertible into one
ordinary share of the Company at HK$0.005 each for every
HK$1.20 convertible bonds at the holder’s option (after adjusted
for the share consolidation as effected on 27 February 2012).
Conversion may occur at any time between 27 August 2010 and
26 August 2015.

The convertible bonds contain two components: liability and
equity elements. The equity element on initial recognition was
presented in equity as part of the “convertible bonds equity
reserve”. The effective interest rate of the liability component for
the convertible bonds on initial recognition was 17.35% per
annum.

In October 2014, the Company early redeemed 20,833,333
convertible bonds (after adjusted for the share consolidation as
effected on 27 February 2012) at a total consideration of
HK$25,000,000 from Mr. Leung, pursuant to the terms and
conditions of the convertible bonds. The difference between the
redemption amount and the total carrying amounts of liability
component and equity component amounting to approximately
HK$3,235,000 has been charged to the consolidated statement
of profit or loss and other comprehensive income and
amounting to approximately HK$11,278,000 has been credited
to the accumulated losses, respectively.

1. TRRESR

RZE—ZFNA - ARAAARREEFER
R ERRERPITESRRGE(TREEDE
17#7664,580,0001p (R—ZE——F - A -++
AEBZRNHEFARE)BTEZTERKR
RESH - IRKREFBETHARH AR
F - UEFAEAZEREM 1208 BRE
HIEFR0.005FB T2 ERLBARRNT—R
EER(ER - E——F-_A-t+tB4Ewmz
R EHTRAE) FAEATRZE-ZFN
A-t+tHZ_ZE—RFNA=Z+BHHEZ
EAfr By FETETT 4 ©

A EFAmEB AR BELEDIER -
VTR DR BRSNS [ AR RE
SHEmfE ] 2 — 80 o MIFHERE A REE
FRERND 2 ERNXRSFEE17.35%

RZZE—NFE+A - REBEATRRES Z BRI
fit - AN A MR ST £ R F B B 20,833,333 1%
ARBREER(ER-_E——F_A=-++tAH
ER 2 BRI EBFTAE) - A8 425,000,000
BT BRI REE B EIBH MiEm D EER
B2 Z5#3235008 TR EGEAERRE
o2 TN IR ZR AR HIBR 2 49 11,278,000 ST E 5T
ARFHEE -
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For the year ended 31 December 2015 HE—Z—HF+-A=+—HILtFE

21. CONVERTIBLE BONDS (continued)

In August 2015, the Company early redeemed 12,500,000
convertible bonds (after adjusted for the share consolidation as
effected on 27 February 2012) at a total consideration of
HK$15,000,000 from Mr. Leung, pursuant to the terms and
conditions of the convertible bonds. The difference between the
redemption amount and the total carrying amounts of liability
component and equity component amounting to approximately
HK$1,655,000 has been charged to the consolidated statement
of profit or loss and other comprehensive income and
amounting to approximately HK$8,231,000 has been credited to
the accumulated losses, respectively.

The Company entered into a supplemental deed (the
“Supplemental Deed”) dated 24 August 2015 executed between
the Company and Mr. Leung, pursuant to which the Company
and Mr. Leung agreed to extend the maturity date of the
convertible bonds for 5 years from the date falling on the fifth
year to the date falling on the tenth year from the date of issue
of the convertible bond. The Supplemental Deed was approved
by independent shareholders at the extraordinary general
meeting of the Company held on 3 November 2015.

The convertible bonds contain two components upon the
extension: liability and equity elements. The equity element on
recognition was presented in equity as part of the “convertible
bonds equity reserve”. The effective interest rate of the liability
component for the convertible bonds on recognition is 12.73%
per annum.

Imputed interest expenses of approximately HK$16,394,000 has
been recognised in the consolidated statement of profit or loss
and other comprehensive income in respect of the convertible
bonds during the year ended 31 December 2015. No convertible
bonds were converted during the years ended 31 December
2015 and 2014.
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B2 =5 #1,6550008 TERFAIER

ftb 2 E YA KRR &2’38231000/’%756,#
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For the year ended 31 December 2015 HE-—Z—HF+-A=+—HILtFE

22. DEFERRED TAXATION 22. EERIE

The following are the major deferred tax liabilities balances
recognised and movements thereon during the current and prior

ATRRE

Al SR R 2 T BEERIA
BEABLEES

116

years:
concession Convertible
rights bonds Total
SErRRERE AR E S et
HK$'000 HK$'000 HK$'000

FHT FHIT FHIT
At 1 January 2014 R-ZE—MNFE—H—H 122,517 6,936 129,453
Recognised directly to equity BEFAER - (2,272) (2,272)
Credit to profit or loss FFAER (97,686) (1,777) (99,463)
At 31 December 2014 and RZE—mFE+=—A=+—H

1 January 2015 rZZE—RF—A—H 24,831 2,887 27,718

Recognised directly to equity BETAER - 7,156 7,156
Credit to profit or loss FFAEE (4,450) (2,705) (7,155)
At 31 December 2015 R-_E—RAF+_A=1+—H 20,381 7,338 27,719

Under the PRC Enterprise Income Tax Law of the PRC,

*ET)““EF' BEXMENRE B-FTN\F—A—

withholding tax is imposed on dividends declared in respect of
profits earned by the PRC subsidiaries from 1 January 2008
onwards. At 31 December 2015 and 2014, no deferred tax
liabilities for withholding tax have been recognised as the
Group's PRC subsidiaries incurred accumulated losses for the
period since 1 January 2008.

At the end of the reporting period, the Group had estimated
unused tax losses of approximately HK$16,212,000 (2014:
HK$30,397,000) arising from subsidiaries operating outside Hong
Kong which is available for setting off against future taxable
profit of that subsidiary is due to expire within one to five years
and estimated unused tax losses of approximately
HK$51,046,000 (2014 HK$51,046,000) available for offset against
future profits that may be carried forward indefinitely. No
deferred tax asset has been recognised in respect of the
estimated unused tax losses due to the unpredictability of future
profit streams.

e phA B A R RELZ BRI E IR 2 AR
%a%%ﬁﬂﬁo%:?—ﬂiﬁ:?—mi
TZA=+—8  BRAEBRZFEHERQF
B2 \F— A BHEHEANELEREE

1B WA ERENRERAECHARE -

RBERER  AEEHRE ZHET BRI
& s 2 MBARZ At RBARARIRL
16,212,000/ 7T ( — & — I £ : 30,397,000/8
7o) A B A R 2 R KRB
Mo R—ERFRER  MAREBGETRE
R %% TH 5 18 49 51,046,000 7T ( — & — MM 4 -
51,046,000 7T ) » A 15 85 AT AR M am e 2
RHE A o HAARBETRA ARG M AR - #t
B AT ARDARERIERRRELEHALE
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

23. SHARE CAPITAL — ORDINARY SHARES 23. BA —EBER
Number Share
of shares capital
B AE [N
‘000 HK$'000
TFix BT
Authorised: EE
At 1 January 2014, 31 December 2014 RZZF—WEF—HF—H - ZF—WUF
and 2015, ordinary shares of HK$0.005 each N —-_Z—HF+-_HA=+—H
S EE0.005 87T .2 &k 20,000,000 100,000
Issued and fully paid: ERITRHE
At 1 January 2014, ordinary shares R-ZE—lWF—H—H -
of HK$0.005 each G EE0.005 87T 2 E ik 1,854,235 9,271
Issue of new ordinary shares (Note (7)) BT E B (FREG) 232,800 1,164
Exercise of share options (Note (ii)) 1T BB A (B3 (i) 30,000 150
Conversion of non-redeemable convertible .34~ 8] B [B] 7] $#2 A& 4 AL
preferred shares (Note (iii) COEAD)) 100,000 500
At 31 December 2014, ordinary shares R-ZE—WNF+_A=1+—H "
of HK$0.005 each SRMEE0.0058 T2 LBk 2,217,035 11,085
Issue of new ordinary shares (Note (iv)) BITHE LA (MR (V) 443,000 2,215
Conversion of non-redeemable convertible 3,37~ a] B [0 A] #2 A% 48 Je A% (M (v))
preferred shares (Note (v)) 460,000 2,300
At 31 December 2015 RZE—RF+=-A=+—H 3,120,035 15,600
Notes: PREE -

(i) On 3 January 2014, Mr. Leung, the Company and the joint placing agents
entered into the placing and subscription agreement pursuant to which (i)
the joint placing agents have agreed to act as agents for Mr. Leung to place,
on a best effort basis, and Mr. Leung has agreed to sell, a total of up to
360,000,000 placing shares to not less than six placees who and whose
ultimate beneficial owners will be third parties independent of and not
acting in concert with Mr. Leung, the Company and their respective
associates and connected persons, at the placing price of HK$0.320 per
placing share; and (ii) Mr. Leung has conditionally agreed to subscribe for
up to 360,000,000 new subscription shares at the subscription price of
HK$0.320 per subscription share.

RZZT—mE—A=0 R%4E - AR EEFEE
EREFTURERRERZ Bt OVBEESER
BEREBEERREEZRERBEMECEERSE
2% £ B RE &4 H &% 360,000,000 A% il & B
MFALRANBREA(HEREERERES AR
BEMRREE ARBRBEEAZHEALR
BEALHE FMALTIIIF—RITHZE=H) B
EEBABREERM0.3208T : R()REEEHIK
HRERREETRAERMNOINBTLRERS
360,000,000 J& #7228 %15 ©
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

23. SHARE CAPITAL — ORDINARY SHARES

(Continued)

118

Notes: (Continued)

0]

(iii)

(iv)

(Continued)

Completion of the placing took place on 7 January 2014 in accordance with
the placing agreement and an aggregate of 232,800,000 placing shares
were placed to not less than six placees who are independent third parties,
at the placing price of HK$0.320 per placing share.

On 15 January 2014, an aggregate of 232,800,000 ordinary shares of
HK$0.005 each in the capital of the Company were allotted and issued to
Mr. Leung at HK$0.320 per subscription share. The exercise gave rise to an
aggregate net proceed of approximately HK$72,553,000.

During the year ended 31 December 2014, subscription rights attaching to
options subscribe for 30,000,000 shares of the Company were exercised at
the subscription price of HK$0.063 per share (note 26), resulting in the
issuance of 30,000,000 shares of HK$0.005 each for a total cash
consideration of approximately HK$1,890,000.

On 8 April 2014, 100,000,000 ordinary shares of HK$0.005 each in the
capital of the Company were issued to Mr. Leung upon conversion of non-
redeemable convertible preferred shares issued by the Company to Mr.
Leung on 17 December 2012. (note 24)

0On 19 May 2015, Mr. Leung, the Company and the placing agent entered
into the placing and subscription agreement pursuant to which (i) the
placing agent has agreed to act as agent for Mr. Leung to place, on a best
effort basis, and Mr. Leung has agreed to sell, a total of up to 443,000,000
placing shares to not less than six placees who and whose ultimate
beneficial owners will be third parties independent of and not acting in
concert with Mr. Leung, the Company and their respective associates and
connected persons, at the placing price of HK$0.148 per placing share; and
(i) Mr. Leung has conditionally agreed to subscribe for up to 443,000,000
new subscription shares at the subscription price of HK$0.148 per
subscription share.

Completion of the placing took place on 21 May 2015 in accordance with
the placing agreement and an aggregate of 443,000,000 placing shares
were placed to not less than six placees who are independent third parties,
at the placing price of HK$0.148 per placing share.

On 1 June 2015, an aggregate of 443,000,000 ordinary shares of HK$0.005
each in the capital of the Company were allotted and issued to Mr. Leung at
HK$0.148 per subscription share. The exercise gave rise to an aggregate
net proceed of approximately HK$63,363,000.

On 5 June 2015, 460,000,000 ordinary shares of HK$0.005 each in the capital
of the Company were issued to Mr. Leung upon conversion of non-
redeemable convertible preferred shares issued by the Company to Mr.
Leung on 17 December 2012. (note 24)

23. B —Z@ER (&)

MRE - (MEE)

0]

(i)

(iii)

(iv)

(B3E)

EEERBEEEHBEN T NOF-ALBEK -
YRARAPRANEBEEANEORBLIF=7)RE
232,800,000 e E B 17 - BEEERBRAEERD
0.320% 7T ©

RZZE-—NF—-A+RB  ARAKRAPEH
232,800,000 iz B AR E {E0.0058 7T 2 @R 2 1%
B 0.32008 T2 BB R BIT T REE -
ZIBATIRE TS RIE R A 24 R 72,553,00078

o

REBEE-ZE-—NF+-_A=+—BILFE  BEE
W& B BT 38 8% ZX 22 5] 30,000,000 A i 1 < R HEREE 4R
R E 5 R0.0638 L1760 (M 7E26) » BT
30,000,000 % & AL I {E0.005 /8 7T < B 17 » R B R
B /#%71,890,000/# 7T °

RZZE—MmMEMANR - AR F KA 100,000,000
RERAECOS BT EBRER T ——F+ =
A+t HEBMART MR LT 2T A E = A #7
IREFLRIR BT T REE < (FiFE24)

REZZE—RAFRATNA - Ri4E  ARRHEEE
RIBFIVEERRERZ  BUHIEEREERAE
ERREEZRIBIRBRMEE 2 BELEREMREE
EREEHEA £ 5% 443,000,000 B B & B 5 F A4
RABEABRA(BRERESGRESER AGRE LR
PEE - ARAREESAZHEATREEAL
BHEEFMATWIE-BTH2E=H)  BEEEBAE
fRECE R 0.148 87T : R () RFEAEE B IKRHRER
RS EERGRIE AR (D 0.148 8 7T 3285 & % 443,000,000
R AR AR D ©

REEREREHRENR T RAFAA-T—HE
B WA DR ABERRAOABYE=)EE
& 443,000,000 K ELE D - BEERABREER
15 0.148 77T °

RZTE—REXA—B AARAKAREH
443,000,000 A% & fi% 1 18.0.005 7% 7T 2 & i@k B 1%
AR ERABAR (5 0.148 B LAl 8 R BT T R % A4 © 5% IBTT
A FTSRIBF A 45 63,363,000/ 7T °

RZZE-RFNARA - AR FIRAH 460,000,000
I EREECS BT EBBREN T ——F+=
AT ERABMARBRRELETTZ TR E QAR
BB IRETT T REL - (BFEE24)
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For the year ended 31 December 2015 HE—Z—HF+-A=+—HILtFE

24.

25.

SHARE CAPITAL — NON-REDEEMABLE 24. BRA& — A EETRERELR
CONVERTIBLE PREFERRED SHARES
Number Share
of shares capital
BAEE [ &
‘000 HK$'000
TFh% FET
Authorised: EE
At 1 January 2014, 31 December 2014 RZE—NmWF—H—H =% —Ei
and 2015, preferred shares of r—E—RF+_A=+—
HK$0.005 each G EE0.005 8 T2 18 %Hx 2,000,000 10,000
Issued and fully paid: ERTRHBE:
At 1 January 2014, preferred shares of R-ZZE—NE—HA—H &k
HK$0.005 each TA{E0.005 B 7T 2 B 5L % 1,563,333 7,817
Conversion of non-redeemable convertible &34~ 8] B o] a] #2 JR 48 4k i
preferred shares (note 23) (P 5E23) (100,000) (500)
At 31 December 2014 and 1 January 2015, R-E—NE+-_A=+—H8K
preferred shares of HK$0.005 each “E-RF—HR—H 8K
& 0.005 % 7T 2 18 50 ik 1,463,333 7,317
Conversion of non-redeemable convertible 3 A4~a] i& [B] 7] $#2 fR (& 4 A
preferred shares (note 23) (BF5E23) (460,000) (2,300)
At 31 December 2015, preferred shares of RZZE—RF+_A=+—H8 88’
HK$0.005 each {8 0.005 B 7T 2 1B ik 1,003,333 5,017
WARRANTS 25. ARER
RZE——F+A+=8  AREIKNE

On 13 July 2012, an aggregate of 362,000,000 unlisted warrants
were successfully placed by the Company to not less than six
placees, who are third parties independent of and not connected
to the Company and its connected persons at the placing price
of HK$0.005 per warrant and the subscription price of HK$0.30
per warrant share. The subscription period for the warrants is 30
months from the date of issue of the warrants.

g8
#£362,000,00017 3F £ BEAERE T AP RN
FARA  ZFEALTRBINARRRERRE
ATZE=77 BRREMERS  SHRRE
&2 REER0.0058TT &I R R & A
"Z*’Jﬁﬁfﬁi%o 30/87T - REERBEHRE
AR EEEITEMES =1TEA -
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For the year ended 31 December 2015 HE-—Z—HF+-A=+—HILtFE

25. WARRANTS (continued)

All the warrants expired in January 2015 and no warrant holders
exercised their subscription rights attaching to the warrants to
convert into ordinary shares of the Company. The balance of
warrants reserve in the equity was credited to the accumulated
losses upon the expiry of the warrants.

26. SHARE-BASED PAYMENT TRANSACTIONS

The Company’s share option scheme (the “Scheme”) was
adopted on 29 June 2007 for employee compensation.

The directors may at their absolute discretion, invite any person
belonging to any of the following classes of participants (“Eligible
Participants”) to take up options to subscribe for shares:

. any employee (whether full time or part time, including any
director) of the Company, any of its subsidiaries or any
entity (“Invested Entity”) in which any member of the
Group holds an equity interest;

° any directors (including non-executive directors and
independent non-executive directors) of the Company, any
subsidiary or any Invested Entity;

. any supplier of goods or services to any member of the
Group or any Invested Entity;

. any customer of any member of the Group or any Invested
Entity;

. any person or entity that provides research, development
or other technological support to any member of the
Group or any Invested Entity;

. any shareholder of any member of the Group or any
Invested Entity or any holder of any securities issued by
any member of the Group or any Invested Entity;,

. any adviser (professional or otherwise), consultant,
individual or entity who in the opinion of the directors of
the Company has contributed or will contribute to the
growth and development of the Group;

25.

26.
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

26. SHARE-BASED PAYMENT TRANSACTIONS

(Continued)

. any other group or classes of participants who have
contributed or may contribute by way of joint venture,
business alliance or other business arrangement to the
development and growth of the Group; and

° for the purposes of the Scheme, the offer may be made to
any company wholly owned by one or more Eligible
Participants.

The share option scheme became effective on 2 July 2007 and,
unless otherwise cancelled or amended, will remain in force for
10 years from its date of adoption on 29 June 2007.

Under the Scheme, the maximum number of shares which may
be issued upon exercise of all outstanding options granted and
yet to be exercised under the Scheme and any other share
option schemes adopted by the Group shall not exceed 30% of
the share capital of the Company in issue from time to time. No
options may be granted under the Scheme or any other share
option scheme adopted by the Group if the grant of such option
will result in the limit being exceeded. Subject to the approval of
the Company’s shareholders, the aggregate number of the
Company'’s shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under the
Scheme and any other share option schemes of the Company
shall not exceed 30% of the Company’s shares in issue from
time to time.

The total number of shares which may be allotted and issued
upon exercise of all options excluding, options which have
lapsed in accordance with the terms of this Scheme and any
other option schemes of the Group must not in aggregate
exceed 10% of the shares in issue as at the date of passing the
relevant resolution adopting the Scheme without prior approval
from the Company's shareholders.

26. AR X2 5 (#)

s BBAENRE XHBBENHEMEZL
e AEEzBHRIERCFLHERSK
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& BERA 2 B B A AR ET B L A o
BRIESRIARRIRERAE - B AREG 8 R AR
DA Z T EMBRE SR L 2 A #TT
1B R AR TR BT R Al THITZARA
B BB FEBARARRATEEEITRD 2
30% °

ARIB UL AT 8] R AN SR B (e 2 b 8 AR R 81 2 16k
R P A B (TN BRERME) BITE
R RCE R BT 2R BBAE XS EBES
ERRMTEAZREASETRMN Z210%

MEARTEBANRBBRER AL

PERBERERAR « —T—haasy 121



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fon o 1l 55 ¥R e i

For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

26.

122

SHARE-BASED PAYMENT TRANSACTIONS

(Continued)

The total number of shares issued and which may fall to be
issued upon exercise of the options and the options granted
under any other share option scheme of the Group (including
both exercised or outstanding options) to each grantee in any
12-month period shall not exceed 1% of the issued share capital
of the Company for the time being. Where any further grant of
options to a grantee under the Scheme would result in the
shares issued and to be issued upon exercise of all options
granted and proposed to be granted to such person (including
exercised, cancelled and outstanding options) under the Scheme
and any other share option schemes of the Group in the
12-month period up to and including the date of such further
grant representing in aggregate over 1% of the shares in issue,
such further grant must be separately approved by shareholders
of the Company in general meeting with such grantee and his
associates abstaining from voting.

The maximum number of shares issued and to be issued upon
exercise of the options granted under the share option scheme
and any other share option schemes of the Company to each of
any eligible persons (including those cancelled, exercised and
outstanding options), in any twelve months period up to the date
of the latest grant shall not exceed 1% of the Company's shares
in issue provided that the number of shares issued and to be
issued upon exercise of all options granted and to be granted to
each of the independent non-executive directors or substantial
shareholders of the Company or any of their respective
associates in the twelve months period up to the date of such
grant in excess of 0.1% of the Company'’s shares in issue and
with a value in excess of HK$5 million must be approved in
advance by the Company’s independent shareholders. Any
further grant of options in excess of such limit must be
separately approved by shareholders in general meeting in
accordance with the requirements of the GEM Listing Rules.

The offer of a grant of share options might be accepted in
writing within 21 days from the date of the offer. The exercise
period of the share options granted is determinable by the
directors, and should not be later than ten years from the date
of the offer of the share options or the expiry date of the
Scheme, if earlier.

26. BB =25 &)
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26. SHARE-BASED PAYMENT TRANSACTIONS
(Continued)

The subscription price is equal to the higher of (i) the nominal
value of the shares of the Company; (ii) the closing price per
share of the Company as stated in the Stock Exchange’s daily
guotation sheet on the date of grant; and (iii) the average closing
price per share as stated in the Stock Exchange's daily quotation
sheets for the five business days immediately preceding the
date of grant.

The fair value of share options granted is recognised in the
statement of profit or loss and other comprehensive income
taking into account the probability that the options will vest over
the vesting period. Upon the exercise of the options, the
resulting shares issued are recorded by the Company as
additional share capital at the nominal value of the shares, and
the excess of the exercise price per share over the nominal
value of the shares is recorded by the Company in the share
premium account. At the time when the share options are
exercised, the amount previously recognised in share options
reserve will be transferred to share premium. When the share
options are forfeited or are still not exercised at the expiry date,
the amount previously recognised in share options reserve will
be transferred to accumulated losses. Options which lapsed, if
any, prior to their exercise date are deleted from the outstanding
options.

All equity-settled share-based payments will be settled in equity.
The Group has no legal or constructive obligation to repurchase
or settle the options.
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BEEL R mEZSREEARB R ARD®E
fR o IBRRBTITERS - EATR BRI AP RER
ZeREBRERMEE - ERRERORM K
2jEim B B ARRITE - SEATR B A
R BEEHERFER - RITEH M
Bz BB (A0 ) B R 1T (6 8 O = i

P A AR A B AR ) S 2 SRR AR 2 1B
ff o REEN AR SLIHEEEERBRREN
FBREE -
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For the year ended 31 December 2015 #HE=Z

26.

(Continued)

SHARE-BASED PAYMENT TRANSACTIONS

—hFET A=t —HIEFE

26. AR XG2S &)

Details of specific categories of share options are as follows: BERSE Y BEMERIEEE M T
Weighted
average
fair value at
Option type Date of grant Exercise period Exercise price grant date
RELAHZ
BRSS! REAH TEAM THE mEFHAYE
HKS HKS
BT BT
2007 (a) 9 July 2007 9 July 2007 t0 29 June 2017 1.4250% 0.4540*
e 6] ZESEFEEANA “ESHECANBEZE S AZTNA
2007 (b) 22 August 2007 22 August 2007 to 29 June 2017 2.0300* 0.6375*
ZETLE(D) ZESHFENAZTZR ZEEEENAZTZAZZEHERAZTAR
2008 10 July 2008 10 July 2008 to 29 June 2017 1.3280* 0.3555*
—TENF “ZEE\FLATH “EE\FLATHEZS—+tE S AZTNA
2013 (a) 21 May 2013 21 May 2013 t0 29 June 2017 0.0630 0.0196
:-ZE—EE(a) :%—Eiﬁﬂ:ﬂ-—ﬁ :g__iﬁﬂ ﬂ' HE-Z {i/\ﬂ ﬂ'j'LE
2013 (b) 10 October 2013 10 October 2013 to 29 June 2017 0.0870 0.0261
“E-=F( ZZ-=FTATH ZE=F+AtREZE—tFRAZTNE
2014 () 25 March 2014 25 March 201410 29 June 2017 0.3640 0.2171
“T—UF(a) —E-NE=A=-1+FEH —NE=ZA-+AHE-Z—+F A-ThH
2014 (b) 26 March 2014 26 March 201410 29 June 2017 0.3650 0.2048
:?—@E(b) :f—ﬂﬁiﬂ:ﬂ-ﬁﬁ @i A= +/\E:I:—v {i/\ﬂ ﬂ'j'LE
2014 (c) 10 July 2014 10 July 201410 29 June 2017 0.2800 0.0726
ZE2-E() ZE-NEEATH —ME+ATAEZE—+FAZTNAE
2015 (@) 27 May 2015 27 May 201510 29 June 2017 0.2900 0.1484
“Z-h%F(@) “E-REFRA-T+H —AFRA-ttRE-_Z—+F~A-+NH
2015 (b) 4 June 2015 4 June 2015 t0 29 June 2017 0.2700 0.1210
:g_ﬁi(b) :g—ﬁﬁ/‘—\ﬂﬂﬁ —F— ﬁi/\ﬂ@ﬁi_v ‘tﬁ/\ﬂ ﬂ'j'LE

The Company measures the fair value of share options granted
to consultant by reference to the fair values of services received.
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For the year ended 31 December 2015 HE—Z—HF+-A=+—HILtFE

26. SHARE-BASED PAYMENT TRANSACTIONS 26.

(Continued)

The fair value of the share options granted to employees and
directors during the year ended 31 December 2014 were
determined using the Black-Scholes Option Pricing Model.
Where relevant, the expected life used in the model has been
adjusted based on management’s best estimate for the effects
of non-transferability, exercise restrictions (including the
probability of meeting market conditions attached to the option),
and behavioural considerations. Expected volatility is based on
the historical volatility of the Company’s share price and
comparable companies’ share price, adjusted for any expected
changes to future volatility based on publicly available
information.

76,000,000 (2014: 54,700,000) share options were granted under
the Scheme during the year ended 31 December 2015.

The variables and assumptions used in computing the fair value
of the share options are based on the directors’ best estimate.
The value of an option varies with different variables of certain
subjective assumptions.

RO 2XR5

Mgy

N

REBEE-FT-OF+-A=t—BLFEET
BEREBESZBEREZATFENERBAR
— EFRATRREEEAEE - EERBRT -
EREBEEEEZ&EGAMARZEAMABZ
ERHEH URBRAT A EE - ITERS (B
EREBEAM TSR Z R R1TRZE
BRRZZE - ?ﬁﬁﬁ&fﬂmﬁﬁﬂﬁ AR E M
AELBARREEL KB MAE - WKER
58 B Kt AR AR B 2 (A7) TR HA 2 Tb{’ﬁﬂjuﬂﬁ“’

HE-T-—FAF+-_A=1+—HIFE  BE
ﬁiufaﬂéoooooof\ﬁﬁﬂx%(_ — PO
54,700,00015 ) ©

HEBREATERER 228 RBRER
EE BT - B BERS TR
R TASRMHR -

INPUTS INTO THE MODEL AREXZER
Option type
2014 (c)
BREER
—ZE—MF(c)
Grant date share price B A ERE HK$0.2800
0.28007& 7T
Exercise price 1TE(E HK$0.2800
0.28007%8 7T
Expected volatility TEARK iR 72.079%
Expected exercise date TEARTT {2 A BF 10 July 2015
—ZE-RFtA+H
Risk-free interest rate o] 0.11%
Expected dividend yield %EH;@H B Nil
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

26. SHARE-BASED PAYMENT TRANSACTIONS 26. LB XA 25 &)

(Continued)

The following table discloses movements of the Company’s TRBEFANARQRBIRE L

share options during the year:

89 :

Granted Exercised Lapsed
Outstanding during the during the during the Outstanding
Option type at 1/1/2015 year year year at 31/12/2015
R=F-5% et R
—A—H +t=A=+—-H
B R Rl e R ATBE FREH FRTRE FREM e R ATBE
2007 (a) —EE+F (@) 9,600,000* - - - 9,600,000*
2007 (b) ZZELF () 8,200,000* - - - 8,200,000*
2008 ZEENF 9,200,000* - - - 9,200,000*
2013 (b) ZE-=%F() 16,000,000 - - - 16,000,000
2014 (a) —ZE % (a) 32,000,000 - - - 32,000,000
2014 () ZE N (b) 2,700,000 - - - 2,700,000
2014 (c) ZE-HE() 20,000,000 - - - 20,000,000
2015 (a) “E—AF(@) - 66,000,000 - - 66,000,000
2015 () ZE-RE(D) - 10,000,000 - - 10,000,000
97,700,000 76,000,000 - - 173,700,000
Exercisable at the AERA1T{E
end of the year 173,700,000
Weighted average fn#EFH1T{EE
exercise price HK$0.6363 /&7 HK$0.2874 % 7T - - HK$0.4836 % 7T
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

26. SHARE-BASED PAYMENT TRANSACTIONS

(Continued)

The following table discloses movements of the Company’s

share options during prior year:

26. LB 2RS4

TEREBEEFARABREZ

/

89 :

Granted Exercised Lapsed
Outstanding during the during the during the Outstanding
Option type at 1/1/2014 year year year at 31/12/2014
R=Z-mfF R=-Z-mfF
—A—H t=A=t-H
B R R e AR AT B8 FRERH FRTRE FREX e R AT B8
2007 (a) “TTLE(Q) 9,600,000* - - - 9,600,000*
2007 (b) e 2 0) 8,200,000* - - - 8,200,000*
2008 —ERNE 11,200,000* - - (2,000,000) 9,200,000*
2013 () —T-=%@) 30,000,000 - (30,000,000) - -
2013 (b) “E-ZF () 16,000,000 - - - 16,000,000
2014 (a) ZZ () - 32,000,000 - - 32,000,000
2014 (b) ZZ-MF (D) - 2,700,000 - - 2,700,000
2014 (c) ZT-ME() - 20,000,000 - - 20,000,000
75,000,000 54,700,000 (30,000,000) (2,000,000) 97,700,000
Exercisable at the RERATE
end of the year 97,700,000
Weighted average fMEFS1T{EE
exercise price HK$0.6464 57T HK$0.3333/87L  HK$0.0630/57T  HK$1.3280% 7T HK$0.6363 % 7T
PREEBERERAR o —T-—nEsR 127
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

26.

128

SHARE-BASED PAYMENT TRANSACTIONS

(Continued)

No option has been exercised under the Scheme during the year
ended 31 December 2015. The following share options granted
under the employee share option plan were exercised in the
year ended 31 December 2014:

26. LR X 2RSB (&

REBEE-_Z—AF+-_A=+—"HILEFE T
ERBRT BT EAE - RIBE B ERERTE
BEZUTEREENEZE _Z—NF+=A

=t —HIEFETE:

Number Share price at

Option type exercised Exercised date exercise date

BRI TEEE TERH TEEHZRE

HKS

BT

2013 (a) —FE—=F(q) 18,000,000 22 January 2014 0.35
—E-mE-A=Z+=AH

2013 (a) —E—=%F@) 9,000,000 23 January 2014 0.34
—E-MFE—H=+=H

2013 (a) —E—=%F@) 3,000,000 8 April 2014 0.38
—ZE—MFM@MANE

30,000,000

Options granted are fully vested at the date of grant. During the
year ended 31 December 2014, approximately HK$1,452,000 of
equity-settled share-based payments to employees and
directors has been included in the consolidated statement of
profit or loss and other comprehensive income, the
corresponding amount of which has been credited to share
options reserve. No liabilities were recognised on the equity-
settled share-based payment transactions.

RUZBRENKLBEHZEERE -#E_F
—OF+-_A=+—HILFE LTEERE
2 DARSCHE 48 E A B 60 S AN 2 8 1B 491,452,000
BRI AR RE MEMEEEAR - HE
RO ABRERER - LERAREEEIA

BNz XBHERAE -
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For the year ended 31 December 2015 HE—Z—HF+-A=+—HILtFE

26. SHARE-BASED PAYMENT TRANSACTIONS

(Continued)

The fair value of the share options granted to suppliers of service
amounted to approximately HK$11,004,000 (2014: HK$7,500,000)
has been included in the consolidated statement of profit or loss
and other comprehensive income for the year ended 31
December 2015, the corresponding amount of which has been
credited to share options reserve.

The total consideration received during the year from grant of
share options amounted to HK$6 (2014: HK$4).

All share options have been accounted for under HKFRS 2. The
share options outstanding at the end of the year had a weighted
average remaining contractual life of 1.5 years (2014: 2.5 years).

* The above information has been adjusted to reflect the effect of the share
consolidation on 27 February 2012 pursuant to which every 5 of the existing
issued and unissued shares of HK$0.001 each in the share capital of the
Company were consolidated into 1 consolidated share of HK$0.005 each.
Every 5 of the options were consolidated into 1 consolidated option and the
exercise prices were adjusted accordingly.

26. AR X2 5 (#)

BE-ZT-AF+T-_A=1T—"HLFE AR
BHERE T 2 B2 2 F(E411,004,000
BT (ZZF—W4 ¢ 7,500,000 7T ) B 5t AR
AREEMEMEERAR  HESECHAR
PR

FRARKLEBRERIINERERBT(Z
T—OF  47BTT) ©

FrEERECIRETEMEHRELELF25HA
BR o AR M ARTTIE 2 BEARAE 2 INHE 15 T84
BRFHRISF(ZE—UF - 25F) o

* FTHBERHBEFAR URMR-_T——4—-4
ZHEBZBRHEHZEE Bt RNARRAF
tﬁﬂxtﬂx@fﬁ0.0G’l/ﬁmzfﬁﬁﬁﬁ‘ﬁ&ﬂi%ﬁﬂx

A A—BREREEOC.00SE LA BN -
‘%Hﬁ% BHR—HAGERE Hrﬂif“?ﬂ’ﬁ'ﬁ
TEEFE -

MEEBERERAR « T -HEER 129



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

om0 WS dh & Bl ok

For the year ended 31 December 2015 HE-—Z—HF+-A=+—HILtFE

27. CAPITAL MANAGEMENT
The Group's capital management objectives are:

— to ensure the Group's ability to continue as a going
concern,

— to provide an adequate return to shareholders; and

— o maintain an optimal capital structure to reduce cost of
capital

In order to maintain or adjust the capital structure, the Group
may adjust the amount of dividend paid to shareholders, return
capital to shareholders and issue new shares to reduce its debt
level.

The Group monitors capital on the basis of the gearing ratio. This
ratio is calculated as total borrowings divided by total capital.
Total borrowings are calculated as current and non-current
borrowings as shown in the consolidated statement of financial
position and total capital is calculated as “total equity”, as shown
in the consolidated statement of financial position.

GEARING RATIO

The gearing ratio at the end of the reporting period was as

7. EXERE

AEBZENERBZWOT

— BRASBEREMRELE

— REREXFZEER: K

EFREBEARBAREEARRA -

BRFRAREEALEE  AEEA LS HE
B TRRZIEE - EEEATREREITH
B SRR B E &R

IR o

AEBREEANBBELREREER - ZEN
BELREEERERNEERTHE - Fe
BAIEIRR R PIR - 1‘%%?@%5&%?6\@%&%5&%
Rz R RIFERBEER DB KRR
(B 5t E -

EXEELR

REHRER - ERBELERNAT ¢

130

follows:
2015 2014
—E-IF —T—mF
HKS$'000 HK$'000
FET FHT
Total borrowings BEEBER 59,633 93,820
Total equity R ARER 77,557 36,397
Gearing ratio BEARBELE 77% 258%
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

28. FINANCIAL INSTRUMENTS 28. €RT A
28.1 CATEGORIES OF FINANCIAL INSTRUMENTS WIEMIECER
Financial assets ETREE
2015 2014
—E-hF —ZE—OF
HK$'000 HK$'000
FHxT FHETT
Loans and receivables: BEXRREWRE :
Financial assets included in prepayments, FTATERFIAE - e Rk
deposits and other receivables H fth FEUFRIE
LEMEE 8,378 4,095
Amounts due from non-controlling interests FEUL I B~ B 2 SRR AR A 2
of subsidiaries I8 2,227 240
Cash and bank balances He MIRTTER
(including pledged bank deposit) (BIEERBETER) 78,292 62,004
Financial liabilities THERE
2015 2014
—E-hF —E—mF
HK$000 HK$'000
THxT FHET
Financial liabilities at amortised cost: REBHERAIIEzSREE:
Financial liabilities included in trade and FEAE 5 N EAM R IR
other payables ZEmEE 7,884 9,657
Amount due to a director R EEFIA 136 -
Amount due to a non-controlling interest FEH B AR FEIE i =
of a subsidiary o) 215 227
Convertible bonds AR ES 59,633 93,820

FEABERERLQF » —F
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

28. FINANCIAL INSTRUMENTS (continued)

28.2 FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group is exposed to financial risks through its use of
financial instruments in its ordinary course of operations
and in its investment activities. The financial risks include
market risk (including foreign currency risk, interest rate
risk and other price risk), credit risk and liquidity risk.

Financial risk management is coordinated at the Group’s
headquarters, in close co-operation with the board of
directors. The overall objectives in managing financial risks
focus on securing the Group's short to medium term cash
flows by minimising its exposure to financial markets. Long
term financial investments are managed to generate
lasting returns with acceptable risk levels.

It is not the Group's policy to actively engage in the trading
of financial instruments for speculative purposes. The
treasury department works under the policies approved by
the board of directors. It identifies ways to access financial
markets and monitors the Group’s financial risk exposures.
Regular reports are provided to the board of directors.

There has been no change to the types of the Group’s
exposure in respect of financial instruments or the manner
in which it manages and measures the risks.

28. €M IR %)

282 I EMEEBERBER

AEBARAREERRELRERGTEAS
BT AMEHTHER - MBRAREETSZRE
2 (BEINER R - A R E R KL H i E R E
@) FERBRNREE SRR

AEERBEESSETEF - HATEVS
Rz - MEEREEE AR AKENERT S
ZERBRERE  UWREEBHEPHMEDR
B - AEBGEARAER ZABKFEZER
T EAEFRASRRENELREDR -

AEETTREB2EEREE 2 EMTAR
5o WEMREESHEZBETE - HEH
EATBRMS 25 LERAEEmY 2
BER - ERBEHERAAEFTSER -

AEESRTAMEY cRABRBELSAREE
BREERR AL EES o
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For the year ended 31 December 2015 HE—Z—HF+-A=+—HILtFE

28. FINANCIAL INSTRUMENTS (continued) 28. €T B 4)

28.2 FINANCIAL RISK MANAGEMENT 282 AR EEEERBE #)
OBJECTIVES AND POLICIES (continued)
28.2.1 Market risk 2821 5 EBE
Foreign currency risk management SNE B B HE

Transactional currency exposures arise from revenue
or cost of sales by operating units in currencies other
than the unit's functional currency. Substantially all
the Group’s revenue and cost of sales are
denominated in the functional currency of the

RHMEMRARDEEANEES
U EEUINE BT E & EE
7z Wam S SHER A - REEBAK
ZE W MIHE N RNAEERAZ
EEBAN 2 EESE BRXR

operating units making the revenue, and ZEHEN AN EBEN 2 INEE
substantially all the cost of sales are denominated in MBIE e Bt - EERAEAEF T
the operating unit’s functional currency. Accordingly, MEE R E AIMER R - ANEEIRE
the directors consider the Group is not exposed to WEINE SRR - AT BIEE
significant foreign currency risk. The Group currently SERINERMER  WABESER
does not have a foreign currency hedging policy. EEEERINE RS EL 5 o
However, the management monitors foreign
exchange exposure and will consider hedging
significant foreign currency exposure should the
need arise.
At the end of the reporting period, the carrying R|ERR  AEBUEEEETE
amounts of the Group’s major monetary assets B EE I EETEZTES
denominated in currencies other than the functional BEEZRBEENT :
currencies of the relevant group entities are as
follows:
2015 2014
—E—REF —E
HK$'000 HK$'000
FET FHET
Assets BE
RMB AR 13,744 45,986
hEEERRERAR « —T—nEFw 133
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

28. FINANCIAL INSTRUMENTS (continued)

28.2 FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continued)

28.2.1 Market risk (Continued)
Foreign currency risk management (Continued)
Foreign currency sensitivity analysis

The following table details the Group’s sensitivity to
a 5% increase and decrease in the RMB against HKS.
5% is the sensitivity rate used when reporting foreign
currency risk internally to key management
personnel and represents management’'s
assessment of the possible change in foreign
exchange rate. The sensitivity analysis includes only
outstanding foreign currency denominated monetary
items and adjusts their translation at the end of the
reporting period for a 5% change in foreign currency
rate. A positive number below indicates a decrease
in loss where RMB strengthens against HKS. For a 5%
weakening of RMB against HK$, there would be an
equal and opposite impact on the loss.

28. €M IR %)

282 IEEREEBERBE#®)

28215 R R (4E)
SNE JE i B E (4E)
HNES B R E D AT

TRALAEBENARBELET
THE R EZE 5% B GURE © 5% &3[R
WA EEZEETIE AL EMINE AR
RHGREL R  BFTIREKRE
BEREINEERATREHR R
B RENMERBRAERIER
FHERARLIRINE - RRIRE R
1RE%INE [E R BB MR E HFHE -
AT EHRTRAREEBITAE
ZERT - BETE - ZERARE
HABTTRE5% - A5 H E 1R R AR
SEHERNFTE -

2015 2014

—E-IF —T—mF

HK$’'000 HK$'000

THT FHET

RMB AR 687 2,299

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

ERERR  BRESMTERR
WESMERE - ARFRERTEE
B & A LR o
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

28. FINANCIAL INSTRUMENTS (continued) 28. €T B 4)

28.2 FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continued)

282 IEEREEBERBE#)

28.2.1 Market risk (Continued) 28215 E R (&)
Interest rate risk management Fl& E i B HE

The Group does not have material exposure to
interest rate risk. A reasonably possible change in
interest rate in the twelve months is assessed, which
could have immaterial change in the Group’s and the
Company's loss after tax and accumulated losses.
Changes in interest rates have no material impact on
the Group’s other components of equity. The Group
adopts centralised treasury policies in cash and
financial management and focuses on reducing the
Group's overall interest expenses.

The directors are of the opinion that the Group's
sensitivity to the change in interest rate is low.

Other price risk
As the Group has no significant investments in

financial assets at FVTPL, the Group is not exposed
to significant other price risk.

AEELJ|EERNNEER - NEE
BERfE T EARNERZ SRR
BE)  HHARENRAREZERD
BB 1R & Rt B 1R Al REAE AN 2 &
K o | 2R 5 g A [ EL A B
MOTEEXNEATE - ARER
Be MWK ERREP R BK
B WEARBEAEENEEF
BRI -

EERR - ARBEHNEZHNH
REEIE -

HEKER

HARAEBRNIE A TFEFABRRZ
TREEVESARE  WAKE
WEHMEXERER
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

28. FINANCIAL INSTRUMENTS (continued)

136

28.2 FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continued)

28.2.2 Credit risk management

At 31 December 2015, the Group’'s maximum
exposure to credit risk which will cause a financial
loss to the Group due to failure to discharge an
obligation by the counterparties is arising from the
carrying amounts of the respective recognised
financial assets as stated in the consolidated
statement of financial position.

In order to minimise the credit risk, the management
of the Group has delegated a team responsible for
determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-
up action is taken to recover overdue debts. In
addition, the Group reviews the recoverable amount
of each individual trade debt and debt investment at
the end of the reporting period to ensure that
adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors
of the Company consider that the Group's credit risk
is significantly reduced.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings
assigned by international credit-rating agencies.

Other than concentration of credit risk on liquid
funds which are deposited with several banks with
high credit ratings, the Group does not have any
other significant concentration of credit risk.

28. £FT

B (4

=< B

282 IEEREEBERBE#®)

28221 ERREE

R-ZE—FF+-_A=+—H K
RGEFREBTEAMEREER
SR BB AEERESEER
B - EAEBRREMBARREZMT
ZEFEHACHEEZREE -

RBEEERR AEEERED
R EREEFIEREER - E1T
EREL - WHITHMBETREF -
VA B (R BR EXUBR #E 45 B Ui (2] 280 HA 1
e WO ARERNIREHRRE
18R & 2 U R R BT IR A ]
Yo Bl BRE - IAREGR TR BEUR 1 AO 2K
BMER TN EERE - st
5 ARREERA/AKENEE
B KB

nBERZEERRAR - RER
RHTTHEBBREEFRRER
TREEEFRZIRT -

REBREFREREZRZASEER
AR RITZRBESZEERR
S REBDR AT EMEERR
BEEFHIER
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

28. FINANCIAL INSTRUMENTS (continued) 28. €T B 4)

28.2 FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continued)

282 IEEREEBERBE#)

28.2.3 Liquidity risk management

Ultimate responsibility for liquidity risk management
rests with the board of directors, which has built an
appropriate liquidity risk management framework to
meet the Group’s short, medium and long-term
funding and liquidity management requirements.

The Group manages liquidity risk by maintaining
adequate reserves, by continuously monitoring
forecast and actual cash flows and matching the
maturity profiles of financial assets and liabilities.

The maturity profile of the Group's financial liabilities
at the end of the reporting period, based on the
contractual undiscounted payments, was as follows:

2823 MBI E LR EE

EXgHRPESRAREEARK
B YERIABZRBEDA
RERRE URRAKEZE
B PHRERESRRBESE
BEKR -

REEBERER TR 2 EHERSE
EREARERRESRE B
CERMEEHRABZIHBERET
fo BUEERBESER -

RmEHRR - REBIZRS KRR
BNFAEz B EREE RN
™~

On Total
demand or contractual Total
less than undiscounted carrying
1year 1-5years  cash flows amounts
EHRREH
BERS HeRE
—FR —Z5F me IREAE
HK$'000 HK$'000 HK$'000 HK$'000
FTHET FHET FTHET TET
At 31 December 2015 R-Z—HF
+=ZBA=+-H
Non-derivative FITESRERE
financial liabilities
Trade and other payables B 5 REAMERTRIE 7,884 = 7,884 7,884
Amount due to a director [ENEEZFUA 136 - 136 136
Amount due to a non- FERTH B 2 B 2 JEPEAR
controlling of a subsidiary W7 A 215 - 215 215
Convertible bonds ABERES - 104,100 104,100 59,633
8,235 104,100 112,335 67,868
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

28. FINANCIAL INSTRUMENTS (continued)

28.2 FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continued)

28.2.3 Liquidity risk management (Continued)

28. €RT A (#)

282 IEEREEBERBE#®)

2823 mBIE MR EE ()

On Total
demand or contractual Total
less than undiscounted carrying
1 year 1-5 years cash flows amounts
BHAREE
RERY Reng
—FN —ERF k] RE2E
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FHET
At 31 December 2014 R-E—MFE
+=BA=+-H
Non-derivative FITESRER
financial liabilities
Trade and other payables B 5 REAMERTRIE 9,657 - 9,657 9,657
Amount due to a non-controlling fEHB AR Z
of a subsidiary PSS 7 FTIB 227 - 227 227
Convertible bonds AHBRES 119,100 - 119,100 93,820
128,984 - 128,984 103,704
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

28. FINANCIAL INSTRUMENTS (continued)
28.3 FAIR VALUE MEASUREMENTS
Fair value of financial assets and financial liabilities

that are not measured at fair value on a recurring
basis (but fair value disclosures are required)

28. €M IR #)

28.3 AF{EFTE

UHEAEEEEUATEHEZ LW
HERSBARYATE (BLEELEA
FEHE)

Except as detailed in the following table, the directors MTRAEFMEN  EFERAENESH
consider that the carrying amounts of financial assets and BREAERZEHMEENSRABBZE
financial liabilities recognised in the consolidated financial HEEEAFZEMEE
statements approximate to their fair values.
2015 2014
—E-AEF —E—EF
Carrying Fair Carrying Fair
amount value amount value
IRME{E AFE BREE ~FE
HK$'000 HK$°000 HK$'000 HK$'000
FET FET FHET FHET
Financial liabilities sRBE
Convertible bonds (Note) AR & 55 (P EE) 59,633 56,600 93,820 109,980
Note: Bt sE

The fair value of the liability component of convertible bonds has been
calculated by using effective interest rate of 13.98% (2014: 12.98%) per
annum with reference to the Hong Kong Sovereign Curve and credit risk
margin.

HRREF B BN Z AFEDHERFR1398E(Z
TF:1298E) cERMNEXG2EFETHEE
pR REERR A EMAH -
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For the year ended 31 December 2015 HE-—Z—HF+-A=+—HILtFE

28. FINANCIAL INSTRUMENTS (continued)
28.3 FAIR VALUE MEASUREMENTS (Continued)
Fair value of financial assets and financial liabilities
that are not measured at fair value on a recurring
basis (but fair value disclosures are required)
(Continued)

Liabilities for which fair values are disclosed:

Fair value hierarchy as at 31 December 2015

28. €T R %)
28.3 AREFTE®)

WHREEMREL L FENEBZEM
BEHRETMAEN A FEBLRELR
FEBE)(E)

R-E—FFE+-A=+—HZAFHE
Z4

Level 1 Level 2 Level 3 Total
& et =4 et
HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FHET TF#ET

Convertible bonds AR ES

Fair value hierarchy as at 31 December 2014

- - 56,600 56,600
R-_E—WFES—AF=+—HZRFE

Z8
Level 1 Level 2 Level 3 Total
F— E_ E=H st

HK$'000 HK$'000 HK$'000 HK$'000
TAET TATT TATT TAT

Convertible bonds AR ES

- - 109,980 109,980

The fair value of the financial liability included in the Level
3 category above has been determined in accordance with
generally accepted pricing models based on discounted
cash flow analysis.

LL#A%:%@%Z%@EE
EEREBEERMBESR
EEBEABE -
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For the year ended 31 December 2015 #HZE—=Z

29.

30.

—HE+ZA=+—RAILFE

DISPOSAL OF A SUBSIDIARY

In June 2014, the Group disposed of its 100% equity interest in
Golden Rich Million Limited to an independent third party at

29. HEMB QT

RIZ-MFRA AEERBLE=THE
EHReEB8BERARZI100%KE  RKER

consideration of HK$10,000. 10,0008 7T ©
Gain on disposal of a subsidiary HEMB AR 2 W
HK$'000
FHET
Satisfied by: SXAAR -
Cash consideration ReNE 10
Net assets disposed of HECEEFE -
10
Net cash inflow on disposal of a subsidiary: HEWB AR RS RAFRE
Cash consideration RENRE 10
OPERATING LEASES COMMITMENTS 0. REHE&KIE

At the end of the reporting period, the Group had commitments
for future minimum lease payments under non-cancellable

RBEHRRER - AERERRATHREI 2T
AR EHEZ ARZEHEEFREN

operating leases which fall due as follows: T
2015 2014
- —E-mEF
HK$'000 HK$'000
T FHET
Within one year —F R 1,294 321
In the second to fifth years inclusive TERF(REERMT) 287 139
1,581 460
Operating leases relate to rented premises with lease terms of RETHERBPA—ZE2RAF(ZT—NF : —
between 1 to 5 years (2014: 1 to 5 years), with no option to FRE)HAEYE  DEHETAEY - A

renew the lease terms at the expiry date. The lease does not
include contingent rental.

HHXTBEEHAREE -
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

31. CAPITAL COMMITMENTS

At 31 December 2015, the Group had the following
commitments which were not provided for in the consolidated
financial statements:

31. EREE

RZE—RF+-A=+—8 "EBHEFIUU
TARRERE B TS RR B 2 AT

2015 2014
—E—AF —ZE—UF
HK$'000 HK$'000
FET FHET
Authorised and contracted for: ETERBETL
Purchase of property, plant and equipment  BEE W% - = KLEE 154 106

32. RELATED PARTY TRANSACTIONS

Save as disclosed elsewhere in these consolidated financial
statements, the Group had the following significant transactions
with related parties during the year:

32. FREALRS

A M mREMEOPAWEESN  AEH
FREFHEATHAUNTEARS

2015 2014
—E-5F P4
HK$'000 HK$'000
FHT FHET
Early redemption of convertible bonds TR B AR ES (HFE21)
(note 21) 15,000 25,000
COMPENSATION OF KEY MANAGEMENT TEEE A SN

PERSONNEL

The remuneration of directors and other members of key

FR BFERFTEEBEEMAEZMS M

management during the year was as follows: T
2015 2014
—E-HF —E-mE
HK$'000 HK$'000
FET FHET
Short-term benefits 52 EIER 7,486 7,680
Post-employment benefits BIERARER 36 40
Equity-settled share-based payments VARG #E4E B LARR D S 2 /& = 1,452
7,522 9172
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

33. EVENT AFTER THE REPORTING PERIOD

34.

Subsequent to the end of the reporting period in January 2016,
the Company early redeemed 8,400,000 convertible bonds (after
adjusted for the share consolidation as effected on 27 February
2012) at a total consideration of approximately HK$10,080,000
from Mr. Leung, pursuant to the terms and conditions of the

convertible bonds as detailed in note 21.

PARTICULARS OF PRINCIPAL SUBSIDIARIES

OF THE COMPANY

Particulars of the Company’s principal subsidiaries at 31

December 2015 are as follows:

33

34.

. BEHREE

RZT—RNF—AREERE - AARIRIRA]
BRES 2GR G R R L ERATER
8,400,000 ATk EHR(KN T ——_F_ A
THEREBZRMHAEHFARR)  BRER
#710,080,000 5 7T (FF &M HI7E21) o

RRRzEEWBARAFE

R-Z—AF+-_A=+—BARAFRZTENW
BARFEMOT

Place of Particulars of issued
incorporation/ and fully paid
registration/ share capital/ Proportion of ownership
operations registered capital interest held
Name of subsidiary Eaiiys Ay BRITREBERE by the Company Principal activities
MWEQR AR FEff, A i 2 EMERFE AAREEARERBEOL TEBER
Directly Indirectly
B i
E-silkroad.net Corporation  British Virgin 1 ordinary share of 1 100% - Investment holding
Islands (“BVI") United States dollar REER
RERZES ("US$")
1TREREEIET
(IERT]) 2 EBR
Easywin International BVI 1 ordinary share of US$1 100% - Investment holding
Holdings Limited KBRS 1REREE1ET BB R
JIE R R 2 R A PR R 2 Emk
Pearl Sharp Limited BVI 1 ordinary share of US$1 - 100% Investment holding
EHBRAA EEELRS 1TREBREE1ET REER
=5 iili L
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

OF THE COMPANY (continued)

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES

Particulars of the Company’s principal subsidiaries at 31

December 2015 are as follows: (Continued)

4. XRTFIZEEMBRARFE 2

R_ZE—RAF+_A=+—HRERRZEEN
REIFBWOT - (8)

B Ox

Place of Particulars of issued
incorporation/ and fully paid
registration/ share capital/ Proportion of ownership
operations registered capital interest held
Name of subsidiary EMmRL BRTREARKRE by the Company Principal activities
MEARER TR, A i B HEMERES AARBFEMERERBOL EEEK
Directly Indirectly
HiE 3
E-silkroad.net Online Hong Kong Ordinary shares - 100% Development of
Exhibition Limited B HK$10,000 e-commerce
10,000 7T 2 & i8R business, provision
of web page design
and website
maintenance
services and
provision of
administrative
services
HEETFHE -
REEBERT R
UL KRS I
REITH RS
Greatest Profit Investment ~ Hong Kong Ordinary share HK$1 - 100% Investment holding
Limited BB 1REREE1AT RE R
=5 iili
REIBRHEBERAF] PRC* RMBS5,500,000 - 100% Trading of computer
("Dalian Merit Billion") AR (2014: RMB3,000,000) hardware and
([R&EIkAB ] AR 5,500,000 7T software
(—ZT—pO4E - BEEBESG RS
AR 3,000,000 7T)
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES

OF THE COMPANY (continued)

Particulars of the Company’s principal subsidiaries at 31

December 2015 are as follows: (Continued)

4. KRB EEMBRATRFE &)

RZE—RAF+ZA=T—HBARAZEEN
BRRFBNT - (&)

Place of Particulars of issued
incorporation/ and fully paid
registration/ share capital/ Proportion of ownership
operations registered capital interest held
Name of subsidiary iy Ay ERITREBERE by the Company Principal activities
MEARERE SR, A i B EMERES ARG EMEREZREOL ETEEK
Directly Indirectly
HiE i
Huancai Puda PRC** RMB41,819,548 - 51% Development of
REEE AR AR¥E 41,819,548 7T computer software,
hardware and
application system,
sale of self-
developed
technology or
results and provision
of relevant technical
consultancy
services
PSS - B
RIER R - HE
B Xz ik
B - 1R AERE
HATE ARG
* Dalian Merit Billion is a wholly-foreign owned enterprise established in the * REIKBTIRPEIK ZINEGEE AT
PRC.

i Huancai Puda is a Sino-foreign equity joint venture established in the PRC.

The above table lists the subsidiaries of the Company which, in
the opinion of the directors, principally affected the results or
assets of the Group. To give details of other subsidiaries would,
in the opinion of the directors, result in particulars of excessive

length.

= REEEDNPEKILZPIEELERT -

ERAGIZARBMNBLRR  HEEFRR/E AR
SEEENEEBRNEATEZHBRR - &
ERR ANEMHBARESHATBRIT
E ]
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES 34. ZA T2 EWB A TS &)

OF THE COMPANY (continued)

DETAILS OF NON-WHOLLY OWNED
SUBSIDIARIES THAT HAVE MATERIAL NON-
CONTROLLING INTERESTS

The table below shows details of non-wholly-owned subsidiaries
of the Group that have material non-controlling interests:

Place of

incorporation/

establishment Proportion
and of ownership

principal place interests held by the

BEERFERERZHEZENE
REZFHE

TREJIAEEREEAFZER D 2 IR EN
BRRZHIT -

Loss allocated to

of business non-controlling non-controlling Accumulated
ERuT AT interests interests non-controlling
Name of subsidiary Rt 2% FERER PEREFER interests
MEAR SR TEEEWHY HEEEZEO ol =) ZRFERER
2015 2014 2015 2014 2015 2014
2R —IZ-NF ZB-RF —Z-NF ZB-RF —T-NF
HK$'000 HK$'000 HK$'000 HK$'000
THET FHT THET FHET
Huancai Puda PRC 49% 49% (5,643) (144,025) 27,317 35,338
REEE H
Individually immaterial 1,996 (44)
subsidiaries with
non-controlling
interests
EEIERER
BERFEERMBAF
29,313 35,294

Summarised financial information in respect of the Group's
subsidiary that has material non-controlling interest is set out
below. The summarised financial information below represents
amounts before intragroup eliminations.
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES 34. ZA T2 EMB A T3S 8
OF THE COMPANY (continued)

DETAILS OF NON-WHOLLY OWNED BEEARERERZEZENE
SUBSIDIARIES THAT HAVE MATERIAL NON- NEZFEE (&)
CONTROLLING INTERESTS (Continued)
Huancai Puda BEEZE
2015 2014
—E-HF —E—F
HK$'000 HK$'000
FHT FHT
Current assets mEEE 1,929 4,741
Non-current assets IERBEE 82,661 101,105
Current liabilities mEAE (7,768) (8,314)
Non-current liabilities ERBEE (20,381) (24,831)
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES

148

OF THE COMPANY (continued)

DETAILS OF NON-WHOLLY OWNED

4. XRTFIZEEMBRARFE 2

BEERFERERZHEZENE

SUBSIDIARIES THAT HAVE MATERIAL NON- ARZFHE @)
CONTROLLING INTERESTS (continued)
Huancai Puda (Continued) BRELZE(E)
Year ended Year ended
31 December 31 December
2015 2014
BZE H=
—E-HF —=—-mE
+t=A=+—-B +t—A=+—H
IEFE IEFE
HK$'000 HK$'000
FET FHET
Revenue e 964 3,533
Other income and gains HAp U A Rz 134 66
Expenses (53 (12,609) (297,531)
Loss for the year REERE (11,511) (293,932)
Loss attributable to owners of the Company RAEHEB AEILEE (5,868) (149,907)
Loss attributable to the non-controlling interests  JE{ZE R e 25 (5 518 (5,643) (144,025)
Loss for the year NEZEIE (11,511) (293,932)
Other comprehensive expense for the year AREEEMEEEFHX (4,749) (2,959)
Total comprehensive expense attributable RAEEB ANELRE R 2E
to owners of the Company (8,283) (151,416)
Total comprehensive expense attributable RSB R A B
to the non-controlling interests (7,977) (145,475)
Total comprehensive expense for the year REEHRERATRE (16,260) (296,891)
Dividends paid to non-controlling interests ST 2 IR - -
Net cash outflow from operating ISR F5E
activities (2,590) (937)
Net cash inflow/(outflow) from investing REEBRBERACRE) F5
activities 1 (156)
Net cash inflow from financing activities BMEEEBHSRAFE = -
Net decrease in cash and cash equivalents RekBEeSERDFE (2,589) (1,093)
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

35. STATEMENT OF FINANCIAL POSITION AND  35. KA T 2Btk Rk K&
RESERVES OF THE COMPANY

2015 2014
—E-hF —ZE—mF
HK$'000 HK$'000
FHxT FHET
Non-current assets FkRBEE
Investments in subsidiaries BB AR ZIEE = -
Current assets REBEE
Prepayments, deposits and other receivables FE{I3%18 -« & & & H b EUEIE 7,474 106
Amounts due from subsidiaries RS NGIE 144,980 101,734
Bank balances RITHERR 14,590 58,572
167,044 160,412
Current liabilities REEE
Other payables and accruals HA T IE R ESTE A 915 1,165
Convertible bonds AR ES = 93,820
Amounts due to subsidiaries FE I B A R FAE 21,932 26,615
22,847 121,600
Net current assets REBEETFHE 144,197 38,812
Total assets less current liabilities HEERRBHAE 144,197 38,812
Non-current liabilities kRBERE
Convertible bonds Al ES 59,633 -
Deferred tax liabilities EIERIAEE 7,338 2,887
66,971 2,887
Net assets BERHE 77,226 35,925
Capital and reserves BEXKHE
Share capital — ordinary shares P& AR — 3 A 15,600 11,085
Share capital — non-redeemable convertible A% 7 — 7~ A] B& [B] 7] #2 IR (& 55 A%
preferred shares 5,017 7,317
Reserves ] 56,609 17,523
Total equity FESMEEE 77,226 35,925
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For the year ended 31 December 2015 HE-ZT—HF+-A=1+—HILFE

35. STATEMENT OF FINANCIAL POSITION AND
RESERVES OF THE COMPANY (continued)

150

35. A RFZHBRRARKFEE @)

MOVEMENT IN THE COMPANY’'S RESERVES KARZREEH
Convertinle
Share Capital bonds Share
premium Warrants  redemption equity options  Accumulated
account reserve reserve reserve reserve losses Total
AREE  RAER  makREE
R aER FhfE [E  RaEE BRERE ZiER @5
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000
TAL TEL TERL TARL TAL TAL TAL
(Note (i) (Note i)
(FitzE) R0
Balance at 1 January 2014 WZE-ME-A—-Hr&% 3213139 1,740 1 66,267 14,347 (3,207 448) 88,046
Loss for the year KEEER - - - - - (152,386) (152,386)
Total comprehensive expense TEEGARS R
for the year - - - - - (152,386) (152,336)
Recognition of equity-settled R E R 2
share-based payments iR - - - - 8,952 - 8,952
Issue of new ordinary shares BTMLER 73332 - - - - - 73332
Transaction costs attributableto BT EBREEZXANA
isste of new ordinary shares (1,943) - - - - - (1,943)
Issue of ordinary shares under REBRE 2R TERER
share option scheme 2327 - - - (587) - 1,740
Release of reserve Upon share REREXEREGE
options lapsed - - - - (994) 994 -
Redemption of convertible bonds B AT E% - - - (13,768) - 1218 (2,490)
Deferred tax relating to ERESFEE EERE
convertible bonds - - - 2272 - - 2272
Balance at 31 December 2014 “Z-ME+-f=+-H
pa 3,286,855 1,740 1 54,771 21,718 (3,347,562) 17523
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For the year ended 31 December 2015 HE—Z—HF+-A=+—HILtFE

35. STATEMENT OF FINANCIAL POSITION AND
RESERVES OF THE COMPANY (continued)

5. KRB Z BRIz R HE @)

MOVEMENT IN THE COMPANY’S RESERVES KRANTZREESE &)
(Continued)
Convertible
Share Capital bonds Share
premium  Warrants redemption equity options  Accumulated
account reserve reserve reserve reserve losses Total
AkEE  RAER  TRRES
R RER ffa WfE  ERRE  ERERE | ZHER &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tin TiEn Tén Tén Tén TEn TiEn
(Note (i)) (Note (i)
(=2 (L))
Balance at 1 January 2015 RZE-n%E-A-H
i 3,286,855 1,740 1 54,771 21,718 (3,347,562) 17,523
Loss for the year TEEER - - - - - (63,146) (63,146)
Total comprehensive expense rERGARY LS
for the year - - - - - (63,146) (63,146)
Recognition of equity-settled TAREEE R ZA
share-based payments b1 - - - - 11,004 - 11,004
Issue of new ordinary shares BOHEER 63,349 - - - - - 63,349
Transaction costs attributableto  B{THEAREL 2 X HHA
issue of new ordinary shares (2,201) - - - - - (2,201)
Redemption of convertible bonds BRI ARk ES - = - (8,261) - 8,231 (30)
Extension of convertible bonds AR EFN TS
Upon maturity - - - (9,619) - 46,885 37,266
Deferred tax relating to TAREFEE EEHE
convertible bonds - - - (7,156) - - (7,156)
Release of reserve upon lapse RERER K NEIEDRE
of warrants - (1,740) - - - 1,740 -
Balance at 31 December 2015 RZE-REF+-A=1-H
i 3,348,003 - 1 29,735 32722 (3,353,852) 56,609
Notes: BiEE
(i) The share premium account of the Company arises on shares issued at a (i) RATIRDHBIEMIDEBRITIRMOEESL - BB
premium. In accordance with the Companies Law, Cap. 22 (Law 3 of 1961, HEMBERRDEERE(—NN—FFEIEEN @ &£
as consolidated and revised) of the Cayman Islands, the share premium FARIERT) B EEBRA DIRGANDGIILER - H

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 able to pay its debts as they fall due in the
ordinary course of business. The share premium account may also be
distributed in the form of fully paid bonus shares.

(ii) The capital redemption reserve of the Company represents the nominal
value of the share capital of the Company repurchased and cancelled.

FEABERERLQF » —F

NEREZZRERSBHRE  ARFEARHNAE
EBP N EHER - ROEERIAABRAKR
FADIK ©

ﬁ 1TZ§$E“@G§1%TE$ A R R 8 A AR
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FINANCIAL SUMMARY

il ¥ &S il 2
For the year ended 31 December
BZE+-B=1t—HLEE
2011 2012 2013 2014 2015
—F——F ZT—=—F ZT—=F ZT—HmHF ZE—HF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
RESULTS E45
Revenue Wz 2,014 2,248 1,731 3,533 964
Loss for the year AEEEE (639,514) (386,607) (118,816) (330,081) (60,326)
Loss attributable to: THIATEIEEE
Owners of the Company VIN/NETEZ =N (618,778) (290,861) (75,325) (186,051) (54,679)
Non-controlling interests VTR (20,736) (95,746) (43,491) (144,030) (5,647)
(639,514) (386,607) (118,816) (330,081) (60,326)
At 31 December
R+=—HA=+—H
2011 2012 2013 2014 2015
% 2 ZZT—=F ZZT—NF —ZE—HF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FH&TT FHET FHT FET
ASSETS AND LIABILITIES ¥EREE
Total asset B E 941,766 640,087 533,508 167,824 173,145
Total liabilities reE (791,203) (255,605) (247,232) (131,427) (95,588)
150,563 384,482 286,276 36,397 77,557
Equity attributable to RAEHEB ANEG RS
owners of the Company (154,377) 169,819 105,501 1,103 48,244
Non-controlling interests FEIE AR S 304,940 214,663 180,775 35,294 29,313
150,563 384,482 286,276 36,397 77,557
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