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COMPANY OVERVIEW

HC International, Inc. (the “Company”) and its subsidiaries (together the
"Group”) is one of the leading domestic B2B e-commerce operators in the
People’s Republic of China (the “PRC” or “China”). With its professional
information services and advanced internet technologies, it has established a
reliable demand and supply platform for small to medium enterprises (“SMEs"),
and has been providing them with complete business solutions. Through
dedicated efforts and developments over the past 22 years, the Group has
expanded its business scope to cover more than 100 cities nationwide, with
branches in 12 cities and a service team of about 2,807 individuals.

With its professional experience and skills acquired from various industries
over the past 22 years, the Group not only offers complete marketing
solutions for SMEs through Mai-Mai-Tong, an internet technology based
product, and relevant key search, it also offers customers with multi-channel,
all-dimensional online and offline supplementary services through the Group'’s
traditional marketing products, namely, offline activities and “HC Trade
Catalogues” and “HC Yellow Page Directory”. The Group successfully hosted
Feasts for Industry Brands for around 50 industry sectors through the Group's
strong media recourses and customer base, which help SMEs to buildup their
brand names and enhance transactions. Such a complementary and multi-
dimensional structure allows the Group to create a unique development path
amid the rapid expansion of the B2B industry in China.

Through the determined implementation of the “be-professional” and
"be-focused” strategy, the Group has been offering professional and all
dimensional marketing solutions to customers in those traditional industrial
sectors during the past several years. At the same time, the Group has been
actively expanding into the market segment of fast-moving consumer goods
in the field of high added-value service. Based upon the different natures in
our targeted markets, the Group has developed two unique business models
for relationship-based customers and transaction-based customers, separately.
Along with our direct sales, agency sales and telemarketing sales teams,the
Group provides the relationship based customers with one-to-one, in-depth
and professional solutions, and transaction-based customers with efficient,
user-friendly and standardised solutions and business platforms. Through
these services, the Group satisfies its customers’ needs.

The Group is committed in providing professional and innovative services
and products to meet market and users needs, and facilitating transactions.
Customer experience and service quality are our constant focus. Within the
past several years, the Group’s businesses became more focused, product
lines became more precise, and business model and market demands became
more in line.
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REVENUE ANALYSIS $§E&WA 5 #T

Online Trade Market
services catalogues Anti- research
(including and Seminars counterfeiting and analysis
discontinued yellow page and other products (discontinued
operations) directories services and services  operations)
E 48R % HIEHR
(BRI TH%AE& 23K B ROM(ARL
REXK) REHHBE H At R % EmkR#% REXK) #zE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥TR AR®TR AR®TR ARHTT AR®BTRT AR%Tx

812,935 35,630 101,879 16,193 = 966,637
693,903 42,924 100,894 - - 837,721
411,462 54,866 82,240 - - 548,568
289,581 82,289 66,486 - 55,376 493,732
166,417 101,437 51,802 - 71,475 391,131

2014
966,637

2012
548,568

84%

75%

@ Online services (including discontinued operations) @ Seminars and other services @ Trade catalogues and yellow
BHERGS (BB IS EET) SHEMEMRS page directories
IEm¥askaEEE
@ Anti-counterfeiting @ Market research and analysis
products and services (discontinued operations)
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Management’s Statement
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FINANCIAL REVIEW

For the financial year ended 31st December 2014, the Group generated a
total revenue of approximately RMB966,637,000 (2013: RMB837,721,000).
This represented an increase of approximately 15.4% in revenue as compared
to that in 2013, mainly due to the continuously steady growth of the Internet
business.

For the Group’s financial performance in different segments, a total revenue
of approximately RMB812,935,000 was achieved from the online services
segment in 2014, and represented an increase of approximately 17.2% from
approximately RMB693,903,000 in 2013. Revenue from the Group’s trade
catalogues and yellow page directories segment decreased from approximately
RMB42,924,000 in 2013 to approximately RMB35,630,000 in 2014 which
represented a decrease of approximately 17.0%. Revenue derived from
seminars and other services segment was approximately RMB101,879,000 in
2014, which represents an increase of approximately 1% from approximately
RMB100,894,000 in 2013. Revenue from anti-counterfeiting products and
services was approximately RMB16,193,000 which was started from 8th
October 2014.

The gross profit margin of the Group increased by 0.6 percentage points
to approximately 92.5% in 2014 (2013: 91.9%). It was mainly due to the
increase of profit derivating from the online services which have a higher
gross profit.

During the financial year ended 31st December 2014, the Group increased
its operating expenses from approximately RMB603,080,000 in 2013 to
approximately RMB709,974,000 which was mainly due to the increase of
marketing expenses and agency costs.

The Group achieved a profit for the year of approximately RMB183,261,000
in 2014, represented an increase by 20% to RMB 151,534,000. The increase
was mainly due to the steady growth of the Group’s online service and the
well control of cost and expenditure.

During the year of 2014, cash generated from operating activities was
approximately RMB497,630,000, while it was approximately RMB364,698,000
in 2013.

The board (the “Board”) of directors (the “Directors”) of the Company does
not recommend payment of a dividend for the year ended 31st December
2014 (2013: Nil).
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BUSINESS REVIEW

In 2014, facing with sophisticated and fickle global economy and international
business environment; and arduous and onerous domestic affairs, including
credit tightening, Chinese government’s anti-corruption efforts as well as
overall industries reshaping, China economy has experienced a slow-down
and the growth of the gross domestic products (GDP) was reported to be at
7.4%, a whole new low level for the past 24 years. Subsequently, the survival
and development of small and medium enterprises (“SMEs") cannot escape
from being impacted by the macro environment, and such phenomena
became more material towards recent time.

In addition, the B2B e-commerce industry is currently encountering the
challenges of integration and innovation towards forming an ecosystem of
itself, which includes the building of B2B transaction platform, the managing
of safe proliferation of internet financing and its transaction blending effects,
the utilisation of mobile terminals, the adoption of online to offline (“020")
business model and various micro-innovation projects. All of these urging the
B2B e-commerce marketplace to undergo a thorough reformation. Under
such backdrop, the Group underwent, and is currently undergoing, a series
of reformation by actively embracing the changes, and even setting trends
for certain areas. Unfortunately at the same time, we are experiencing certain
degrees of slowdown in our business growth, which we believe it to be
temporary and transitional.

In this year, we are marching towards the 22nd anniversary of the Group.
Also, we witnessed the eleventh year of being listed on Growth Enterprise
Market (“GEM") of the Stock Exchange and successfully transferred to
the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) in October 2014. In the past 22 years, we did succeed. We
encountered a tough transformation from offline to online under the internet
boom, successfully spanning into the eighth year of operations under the
internet environment indicating a new milestone for us. Now, we are facing
another round of B2B e-Commerce reformation. We need to take the initiative
to undergo changes while upgrading our B2B1.0 onto a more vertical in-
depth platform via merchandise-orientation. We are also strategically planning
for B2B2.0 which is transaction based, along with internet finance and other
B2B related services, to implement product upgrades and innovations, and at
the same time, to enhance the quality of services so that we will eventually
achieve our ultimate goal. In order to achieve a sound balance of the eco-
system of the B2B platform, we voiced out the motto of “servicing the
buyers” since 2013. We also have been providing high quality procurement
service for buyers to facilitate the strike between demand and supply and thus
closing the deals.

8 HC International, Inc. - Annual Report 2014
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We assisted the matching between buyers and sellers through Biao-Wang
Search, Mai-Mai-Tong and Cai-Gou-Tong, and we promulgated the rights to
use safe and free transaction platform by SME through our online transaction
services HuiFuBao, in order to facilitate more deals between buyers and
sellers. Through the joint venture company “Digital China Hui Cong Micro-
Credit Co., Ltd"” and the “Finance Service Platform” cooperated with financial
institutions such as CreditEase, Suyin Financial and Minsheng Bank etc, we
helped to facilitate internet finance microloan service from the financial
institutions for SMEs. Through the utilisation of specialised sector information
and e-commerce services, users are enabled to promptly get hold of industry
information and intelligence and capture business opportunities. We also
promoted the communication and activities within the community of industry
via various offline forums, trade fairs, expositions, Feasts for industry brands,
trade catalogues and yellow pages directories, enhancing the complementary
effect of offline marketing in such a way that the marketing efforts of
e-commerce will be maximised, so as to increase the successful rate of
transactions.

In 2014, approximately 84.1% of the revenue of the Group is generated
from online services, and of approximately 10.5% is from seminars and other
services, only approximately 3.7% is from the early business of traditional
printed media while approximately 1.7% is from the newly acquired digital
identity management anti-counterfeiting products and services.

(1) Products
Online Products
The Group provides its online services mainly through the platform
of “hc360.com”, on which business information is collected and
disseminated with an aim to facilitate the location and matching of
buyers and sellers. The online platform is further divided by industries
(such as household appliances, machineries and home decoration, etc.)
to assist users by providing information and updates of the relevant
industries.

The Group currently derives revenues from its online services through
receiving subscription fee from users subscribing for fee-charging
services provided on the platform.

Principal online services provided by the Group includes, among others,
Mai-Mai-Tong and Biao-Wang search, etc..
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Mai-Mai-Tong

Mai-Mai-Tong, is the principal B2B product of the Group. Users
subscribing for Mai-Mai-Tong have access to a range of services (free
or fee-charging), which varies based on the category of memberships
subscribed. Currently, Mai-Mai-Tong offers free subscription and fee-
paying membership (with subscription fee varies based on services
attached). After registering for Mai-Mai-Tong, users may establish its
online storefront on the Group’s online platform, on which they may
disseminate information subject to vetting of the Group for promotion
of its products and services. Users may join industry portals on the
platform, and may view messages disseminated by counterparties on the
platform. Other functions (free or fee-charging) provided to Mai-Mai-
Tong users include precise search, Biao-Wang search, Cai-Gou-Tong,
demand quick match, integrated e-commerce services (such as industry
news access, online trade meeting and smart shop backend). The Group
also engages third parties institutions to provide identity certification to
fee-paying enterprises members of Mai-Mai-Tong. Services of Mai-Mai-
Tong may be offered to users alone or together with other value-added
services (for example, Biao-Wang search) as a package.

In 2014, we conducted a significant product optimisation and upgrade
on Mai Mai Tong and upgraded the product database on the new
version of Mai Mai Tong. As a result, the product can be able to meet
the requirements of the parameters of the range of products in the
deepening vertical industries and facilitate the transactions between
the buyers and the sellers in a precious manner in order to raise the
chances of securing successful transactions. The product upgrade was
well received by the users. The Stock Keeping Unit (“SKU") number of
hc360.com reached 0.24 billion at the end of 2014.

The Group currently derives revenue from Mai-Mai-Tong by charging
subscription fee from users on a pre-paid basis periodically.

Search Products

Search product, operated under the brand “Biao-Wang”, is one of the
key value-added services provided to fee-paying Mai-Mai-Tong users. It
provides keyword search result services to users through improving and
prioritizing users’ page links/products’ ranking and providing scrolling
display on the Group’s platform upon search of specify keywords.

The Group currently derives revenue from its search products by
charging services fee on a periodical basis per keyword. Such fixed
fees are determined based on the ranking and display position on the
Group's platform, and are being charged on a pre-paid basis upon
entering into service contract with users, without regard to number of
hits.

HC International, Inc. - Annual Report 2014
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Online Transaction Products

HuiFuBao (Z%), an online transaction service, is a newly developed
B2B core transaction facilitated product of the Group. In light of
the increasing demand of SMEs for transaction safety, speed and
convenience, online transaction becoming the future of the B2B market.
Based on its own strategies and business characteristics, and at the
aim of fully satisfy customers requests, the Group has developed the
first ever online transaction service tailored to the B2B market, which
facilitates high value payment and addresses customers’ concern about
the safety issue.

HuiFuBao is a product provided to Mai-Mai-Tong users with an aim to
assist transactions between buyers and sellers of the online platform.
HuiFuBao operates through the operation and cooperation pursuant to
a payment services agreement and a transaction funding escrow services
cooperation agreement, for the principal terms of such agreements,
please refer to the announcement of the Company dated 25th
September 2014. Currently, the Group does not derive any revenue or
charge buyers or sellers for the use of HuiFuBao service.

Focusing on the B2B transactions, the Group has continued to extend its
online transaction services and develop respective transaction modules
based on the needs of different industries so as to continue with the
transactions of each sector. In order to build a B2B transaction-enabled
platform, the Group will continue to explore various approaches to
enhance the stability of the close loop operations, and to include various
elements (such as 020 and internet finance) in order to smoothen the
operation in further.

Online Advertising

Online advertising services are also provided by the Group on the
online platform and subdivided industry pages. The Group derives
advertisement income, which are determined based on, among others,
display position and size, frequency of display, without regard to number
of hits.

RLER G E

BENER LR SMBEAKENFE ZB2BX
ORBRAER - BEPNEEHZHLE
RERTEERR 2R R EXHKAB28B
MEARRZERTM - REEWMRELHENR -
FEEREE FBEARER S  HETE
REtEBBH S 2R LR R - LEHEF
ETRFESN - REEES T2 EER -

ENENRETERERAPZER  §EEHBE
BEHRETNRLEVBETRS - REXIRE
BHEEZZESEERGAERHE  BNEZ
EBIETNEBEERAFETT - BHZE W
TEGER  FRHAEARRAHAS-E—NFN
AZ+RAZAMH - BAT - AEEIELER
BNERBRREMBAREIRE TRE T E
&M -

AEEFINBBRE  BEBREES XS
RS - WIRBTRITEZF K - BEEERS
B FHBEMRASETEZRGBE - B
BUBBRSHTAE  AEEBKEERETRA
7% IREPIRBEZETEM - MARRTE(
O20 R B i @) HIZ(EE ABIE -

AT B IR

FEETRR ETFARBATTEMNE LRHES
REERY - REBRBRESKA » ZBAR
H @R BR A E LA/ - BURIEREE -
EIREREIRE -

BHA/BRAT - 2014FFR 11



F N

Manement’s Statement
BB ERE

12

Financial Service Products

Financial Products

Mai Mai Loan, a finance product developed by our Joint Venture
Company Digital China HC Micro-Credit Co., Ltd. is one of the services
which can facilitate the growth of B2B trading platforms. Meantime,
we also cooperate with financial institutions to provide micro-finance
product to SMEs. Today, SMEs are facing difficulties in securing bank
loan with increasing loan capital resulted from the contracted capital
liquidity in China. Mai Mai Loan and micro-finance product offer our
customers opportunities to apply for micro-credit loan from both our
Joint Venture Company and financial institutions that we cooperate
with. Thus the eligible customers can apply for these financial products
based on their creditworthiness on hc360.com. The financial products
can help SMEs improve their liquidity to a certain extent.

For further details of the Group’s principal online services, please refer to
the announcement of the Company dated 25th September 2014.

Offline Products

Trade Catalogues

“HC Trade Catalogues” is an authoritative purchasing guide in China.
It covers myriad of corporate information and price fluctuations with
extensive coverage and strong industrial influence established over the
years. It is one of the leading catalogues in B2B industry.

Yellow Page Directories

As a business year book for specific industries, the “Yellow Page
Directories” features as a systematic compilation of industry information,
product technology and industry news. This product acts as an
important reference that bridges manufacturers, suppliers, administrative
organisations and users in different industries.

Nevertheless, with the embracing of internet technologies and products,
more and more users have migrated to our new online substitutes. As
a results, these trade catalogue and yellow page directory products are
diminishing and on their path of sunset, and shall be replaced eventually.

Feasts for Industry Brands

The Group launched the promotion campaign for industry brands in
2008, which aims at rewarding people and enterprises which made
significant contribution to the industrial development, reform and
transformation, building up brand influence for leading enterprises and
thereby promoting industrial progress. In 2014, the Group once again
successfully organised such campaign, and with the theme of “influence
changes industry future”, drive industry development.
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Anti-counterteiting products and services

This segment provides digital identity management services and unique
identification labels and tools (such as anti-counterfeiting tags) to
customers that require source-tracing, logistics-tracking and consumer
brand building for “Original Brand”. The services and its database are
rendered via both PC and mobile apps. Such business is operated by our
newly acquired subsidiary 1t FIK{E1E BT B R A 7).

Marketing Channels

Through three sales teams, namely the Industry Direct Sales, the Agency
Sales and the Telemarketing Sales Teams, hc360.com provides online
and offline products and services to different targeted market segments.
Established since 2006, such sales model helps enterprises to realise
steady revenue growth with mature and active attitude to response
changes in marketing.

As one of the major sales forces of the Group, the Direct Sales
Team focuses on selling large value and high-end online and offline
products, targeting at value-based and relationship-based customers.
It also provides vertical and professional products and services to
customers of various industries so as to achieve value enhancement.
The Telemarketing Sales Team was formed in August 2006 to meet
the needs of high value-added consumer market. The growth in its
performance has been derived from strengthening of its managing
system, resulting to improvement in its working efficiency and market
promotion ability. The Telemarketing Sales Team has become a
critical sales channel of the internet products of the Group. Agencies
have been extending the regional market reach for the Group to the
maximum degree and promoting brands. It has become an important
supplementary sales force of the Group.

Major Customers and Suppliers

The Group’s customers are a vast amount of SMEs in the PRC. Most
of the Group’s revenue is derived from online products and since the
relevant price of each online products is not significant and the online
products are sold to the large number of customers, each customer’s
contribution towards the Group’s revenue is relatively small. Therefore,
the Company'’s reliance on any individual customer is low. In respect
of Mai-Mai-Tong, Biao-Wang products and services, sales agreements
are entered into between the Group and its customers. The term of
the sale agreements are divided into one-year, two-year and/or three-
year in accordance with different products. Upon the expiry of the sales
agreements, customers has an option to renew the sales agreements.

(2)
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The Company’s major suppliers are as follows: (i) the verification
supplier provides verification services for Mai-Mai-Tong members.
Our verification supplier is a joint venture company with the relevant
verification qualifications, and is paid on a monthly basis according to
the number of verifications carried out in that particular month. We have
cooperated with this verification supplier for over 8 years and our supply
contract with this verification supplier is renewed yearly; (i) the search
product suppliers provide search engine and promotion services for Biao-
Wang products, allowing our paid members to have a higher exposure
of their products by getting more search engine hits and promoting their
products and achieving transactions. We currently have 6 search product
suppliers which are leading search engine providers like Baidu and 360
Search and the respectively service contracts with them are renewed on
a yearly basis; (iii) for our Group's offline products like trade catalogues
and yellow page directories, our Group also engage a printing supplier
that provides industry and commerce catalogue and yellow pages
printing services. The Group has been cooperating with the printing
supplier for over 10 years and a long-term service agreement has been
entered.

Customer Service

With its business covering over 50 sectors, the Group has dedicated
service team serves both purchasers and clients. It facilitates transactions
by way of supply and demand matching, online negotiations, offline
trade meetings and group purchasing. The Group issues “Report on
Purchasers Practice Analysis” and “Report on Industrial Products Index
Analysis”, in order to thoroughly study the industry characteristics,
member types and their spreads, process of making buying decision,
buying practice, buying cycle and change of concerns, and also made
predictions and justifications on buying trend to assist purchasers to
complete their transactions in a more effective way.

Member Care

The Group sets up and improves customer ratings system on the basis
of the integration of various resources under hc360.com. To meet the
changing requirements of the customers, the Group aims at investing
more resources in research and development for network products and
the operation of online items to introduce products and service systems
tailored to the market needs. The Group launched customised services
in accordance with the status of the members in order to improve the
experience and degree of satisfaction of customers as well as building
up a closely bound internet community.

HC International, Inc. - Annual Report 2014
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PROSPECTS

Since the Company'’s listings on GEM in 2003, the Group has transformed
itself from a traditional business media firm to a B2B internet enterprise, and
has been actively exploring its most appropriate development path through
transitions. A vertical in-depth services model is steadily formed and our goal is
much clearer.

We committed ourselves to understand about our customers’ needs, the
market, the products and services, and business operations. Through the
interactions of online and offline marketing, we help enterprises to establish
internet sales network and online transaction channel. After years of
developing efforts, our proprietary and sustainable development strategy is
gradually formed, focusing on three major strategies of B2B domestic trading,
vertical industry segmentation and “transaction + internet finance and other
B2B related services”.

In 2015, we will continue to focus on domestic trade and enhance the
capabilities of its B2B eCommerce platform by providing vertical indepth
interactive portals and internet finance to satisfy the needs of SMEs, also
via constant products innovation and value-added services offerings to both
SMEs and established companies. Provision of transaction services will be
our important task for the coming years. Through a highly value-added,
customised, specialised solution, our customers shall enjoy superior business
experience.

As the B2B eCommerce market grows, the Group intends to leverage its
domestic trade expertise and broad industry experience to satisfy customer
needs for full eCommerce and trading services. The Group currently covers
over 50 industries and aims to continue increasing its industry coverage
to further drive its subscriber base. The Group has launched a “Total B2B
eCommerce solutions” initiative to enhance its B2B trading services. As part
of the initiative, HuiFuBao, an online transaction platform, was made available
at no cost to all subscribers. The Group also plans to develop B2B related
business apps, anti-counterfeit technologies, and cooperate with more third
parties for better facilities including warehousing and logistics services.

Professional and dedication are always the core DNA of hc360.com, these
characteristics determine our focus on vertical integration and horizontal
alignments strategies. With our distinguish way of doing business, along
with our leading partners, we are able to provide one-stop solution for SMEs
via our platform, helping them to build a long standing business with track
records and heritage.

A=

B - TE=FHAIFER EWAR - SIRETESEE
AFIEAGB2BEMMAR - BBBARIRES B
B 7 BRER - (TEREAMNREEBMIER

HARZAZRKEDRABRELER - mSHR - E
mARTEIA MBI - R LR HER T EHEEHE
B OEBCERYEMBHERBIRERFHRE -
BBREZFBNER  BUHRTEBAIRBEERS
g BNEEB2BAE ~ (TREAAD KX Z+EHH
S B M EB2BARARA RS | = AR -

—E-0%F - HAERREERMCEBPIPRIERE
BAERE - UmRHR TR - WEBRF/
ERDBERARRMERMIGERBER -
EBEETNE RIGRHEBBE TS T AL - 124t
RHRBBRSF2EEED - FRSMMNE -
B - BSHEERRTER - REFHREBER -

HRBBEFHEBMHER  AREITENHERNE
HBRBEZTERRFRDETPHTEZEFREHB
RZ5MRIG2HF - AR E R AL RS0 ETER
EHMEILABTEBERENE - SREEAP
Eif - REEMELB2BEFRBEBBATR] - B
IR EB2BE Z IR - tEREHE 7D - BNE
(a2 5 FR)AHMERFREER - KAEE
JRatEIFI 3 EEB2BARR 2 FATEAPP - BRTT0E - R
BEE=HEE REEERB(REAFHEDRR
%) e

HE  FIRBRMEDNAFZRLID - BRET
BB EINER & ALER 2 RS - BXEZ AMBEXZ
F BB AR EESMEN AL - ZER
BETazaEEEAR R —&EFHE - BB
FIDERBBES - BEAZEER -

BHA/BRAT - 2014FFR 15



Manement’s Statement
BEEwRS

Aged 22, the Group had grown with SMEs across the country and had
experienced joy and tears together for the past 22 years. In the future, we will
continue to do so and to build China’s domestic B2B e-commerce platform, a
prospect, challenging and glorious future!

At last, on behalf of the Board, | would like to take this opportunity to

thank the management and every member of the Group for their on-going
dedication and hard work in the past year.

Guo Jiang
Chief Executive Officer and Executive Director

Beijing, PRC
30th March 2015
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DIRECTORS
As at 31st December 2014, the Board comprised:

Executive Directors

GUO Fansheng

Aged 59, is an executive Director and the chairman of the Board (the
“Chairman”). He is also the chairman of the nomination committee of the
Company (the “Nomination Committee”). Mr. Guo was appointed as an
executive Director on 21st March 2000.

Mr. Guo found the Group in October 1992 and is responsible for the overall
strategic development and policy of the Group. From 1990 to 1992, Mr.
Guo worked as a manager in a State-owned business information company
in Beijing, the PRC. From 1987 to 1990, Mr. Guo served as a director of the
Liaison Office and General Office of the Economic System Reform Institute
under the State Commission for Economic Restructuring, and as the deputy
director of the Western China Development Research Centre. Prior to working
at the State Commission for Economic Restructuring, Mr. Guo served from
1982 to 1987 as a senior official in the government of the Inner Mongolia
Autonomous Region. Mr. Guo obtained a bachelor degree in industrial
economics from Renmin University of China, the PRC in 1982.

Mr. Guo is the uncle of Mr. Guo Jiang, an executive Director and the chief
executive officer of the Company.

GUO Jiang

Aged 41, is an executive Director and the chief executive officer of the
Company. Mr. Guo is also a member of the remuneration committee of the
Company (the “Remuneration Committee”). Mr. Guo was appointed as an
executive Director on 1st August 2006.

Mr. Guo joined the Group in 1996 as a sale manager and became the chief
executive officer of the Group in 2008. He is responsible for overseeing
the operations of the Group. Prior to that, Mr. Guo spent two years at the
Broadcasting Science Institute of the State Administration of Radio, Film
and Television as an assistant to director. Mr. Guo graduated from the
Harbin University of Commerce, the PRC, in 1994 with a bachelor degree in
computer science. He also attended the Business Administration Course for
Senior Management of Modern Enterprises conducted by Guanghua Business
School of Peking University, the PRC, in 2002.

Mr. Guo has been a non-executive director of Cogobuy Group (stock code:
400) since 1st March 2015, whose shares are listed on the Main Board of the
Stock Exchange.

Mr. Guo is the nephew of Mr. Guo Fansheng, an executive Director and the
Chairman and the spouse of Ms. Geng Yi, a vice-president of the Group.
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LEE Wee Ong

Also known as Alex Lee, aged 45, is an executive Director and the chief
financial officer of the Company. Mr. Lee was first appointed as an
independent non-executive Director on 9th September 2011 and was re-
designated as an executive Director on 1st July 2012.

Mr. Lee graduated from the Northern University of Malaysia with a bachelor
degree in accounting in 1993. Mr. Lee spent 6 years with Colonial First State
Investments Group and Hambros Australia as a fund manager and was
seconded to CMG CH China Funds Management. Mr. Lee had been the chief
financial officer of the Company, and subsequently the chief strategy officer
of the Company from 2000 to 2006. Mr. Lee is the founder of AlexCybot
(Beijing) Technology Company Limited (a5 J&EE (JtR) BHEARRAF),
while holding directorship in Multi Vision (Beijing) Technology Company
Limited (IPZ418 (Ab5R) BHEATFR A 7)) and Beijing Water Compass Digital
GIS Technology Company Limited (1t /K& B E FHIZ (= EBHE AR A ).

YANG Ning

Aged 37, was an executive Director and the president of the Company
up to 30th March 2015. Mr. Yang graduated from Hangzhou Institute of
Electronics and Engineering (fi/M B F T2 26) (now known as Hangzhou
Dianzi University (7 & F&H%EAZ)), the PRC and obtained a bachelor of
engineering degree in 1999. He obtained a Master of Business Administration
from the China-Europe International Business School (FRE{EIER T pEE2F), the
PRC, in 2012. Mr. Yang has over 14 years of operational and management
experience in the field of business-to-business e-commerce industry. He
worked in Alibaba Group from October 1999 to June 2005 and worked
in SGS (Societe Generale de Surveillance) of Switzerland from July 2005 to
October 2006. Mr. Yang joined the Group in 2006.
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Non-Executive Directors

LI Jianguang

Aged 49, is a non-executive Director and a member of the audit committee
of the Company (the “Audit Committee”). Mr. Li was appointed as a non-
executive Director on 1st August 2006.

Mr. Li is a senior partner of IDG Capital Partners. Mr. Li is also a member
of IDG Technology Venture Investments, LLC, which is the general partner
of IDG Technology Venture Investments, LP. Mr. Li is responsible for the
investment management of IDG’s China-related early funds and IDG - Accel
China Growth Fund. Prior to that, Mr. Li worked in Crosby Asset Management
Limited as an investment manager. Mr. Li graduated from Peking University
in 1987 with a bachelor degree in economics and attained a master degree
from Guelph University in Canada in 1994. Mr. Li is also a director of Tarena
International, Inc., a company listed on NASDAQ since April 2014.

GUO Wei

Aged 51, is a non-executive Director and a member of the Remuneration
Committee. Mr. Guo was first appointed as an independent non-executive
Director on 8th March 2002, and was re-designated as a non-executive
Director on 10th June 2011.

Mr. Guo is currently the chairman and executive director of Digital China
Holdings Limited (“Digital China”) (stock code: 861), a company listed on the
Main Board of the Stock Exchange. Mr. Guo obtained a master’s degree from
the Graduate School of the Chinese Academy of Science (formerly known
as Graduate School of the University of Science and Technology of China)
in 1988. He joined the Legend group in 1988 and was once an executive
director and senior vice-president. He is currently a Standing Committee
Member of the 12th National Committee of the Chinese People’s Political
Consultative Conference, a member of the 4th Advisory Committee for State
Informatization, and the Chairman of Beijing Informatization Association and
6th Council of China Non-Governmental Science Technology Entrepreneurs
Association. Mr. Guo is currently an independent director of Shanghai Pudong
Development Bank Co., Ltd (E/&HRER BTN BRAA]) (stock code:
600000), a company listed on the Shanghai Stock Exchange. Mr. Guo is also
the Chairman of Digital China Information Service Company Ltd. (&8¢
5= B RIEI D BRR A F]) (stock code: 000555), a company listed on the
Shenzhen Stock Exchange and a director of Digi Win Software Co., Ltd. (&%
B BBR AR, a company listed on the Chi Next of the Shenzhen Stock
Exchange.

Mr. Guo is interested in approximately 6.63% (including shares and
underlying shares derived from share options) of the entire issued share
capital of Digital China, which is, in turns, indirectly interested in 137,758,107
shares of the Company (the “Shares”) (representing approximately 20.65% of
the issued share capital of the Company) held by Talent Gain Developments
Limited as at the date of this report.
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Independent Non-Executive Directors

ZHANG Ke

Aged 61, is an independent non-executive Director. He is the chairman of
the Audit Committee and the Remuneration Committee, respectively, and
a member of the Nomination Committee. Mr. Zhang was appointed as an
independent non-executive Director on 28th March 2003.

Mr. Zhang is a certified public accountant in the PRC and is currently the
chairman and chief partner of Shine Wing Certified Public Accountants. He
graduated from Renmin University of China in 1982 with a bachelor degree in
economics majoring in industry economics. He has many years of experience
in the fields of economics, accounting and finance. Mr. Zhang is currently
a vice-president of the Chinese Institute of Certified Public Accountants, a
member of the Certified Public Accountants Examination Committee of the
Ministry of Finance, a member of Internal Control Standard Committee of
the Ministry of Finance and a vice-president of Beijing Association of Forensic
Science.

Mr. Zhang is also an independent non-executive director of SEEC Media
Group Limited (stock code: 205), a company listed on the Main Board of the
Stock Exchange, an independent director of E-Commerce China Dangdang
Inc., a company listed on the New York Stock Exchange, an independent
director of Guiyang Long master Information & Technology Co., Ltd (EF%EA
5= BRI BBR /A F]) (Stock code: 300288), a company listed on the
Shenzhen Stock Exchange.
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XIANG Bing

Aged 52, is an independent non-executive Director. He is also a member of
each of the Audit Committee and the Remuneration Committee. Dr. Xiang
was appointed as an independent non-executive Director on 8th March 2002.

Dr. Xiang graduated from the University of Alberta with a doctorate degree
in accounting. He is currently the founding Dean and professor of Cheung
Kong Graduate School of Business and a professor of the Guanghua School
of Management of Beijing University. Prior to these, Dr. Xiang taught in the
Hong Kong University of Science and Technology.

Dr. Xiang is currently an independent non-executive director of China
Dongxiang (Group) Co., Ltd. (stock code: 3818), Dan Form Holdings
Company Limited (Stock Code: 271), Enerchina Holdings Limited (stock code:
622), Sinolink Worldwide Holdings Limited (stock code: 1168), Long for
Properties Co. Ltd. (stock code: 960), and Peak Sport Products Co., Limited
(stock code: 1968), all of which are companies listed on the Main Board of
the Stock Exchange. Dr. Xiang is also an independent director of E-House
(China) Holdings Limited, a company listed on New York Stock Exchange; an
independent non-executive director of Perfect World Co., Ltd, a NASDAQ-
listed company; an independent director of Yunnan Baiyao Group Co., Ltd.
(EmAZEBERKH AR AT]) and Shaanxi Qinchuan Machinery Development
Co., Ltd. (BkFaZ )| EAMDER A E), all of which are listed on the
Shenzhen Stock Exchange.

ZHANG Tim Tianwei

Aged 51, is an independent non-executive Director. He is also a member
of each of the Nomination Committee and the Remuneration Committee.
Mr. Zhang was appointed as an independent non-executive Director on 1st
November 2011.

Mr. Zhang graduated from Tsinghua University (&% K£2) at the Faculty of
Precision Instruments & Mechanology in July 1986. He obtained a Master
of Economics from the Chinese Academy of Social Sciences (FREI#t &Rl £
Fx) and a Master of Business Administration (MBA) from The University of
Chicago. Mr. Zhang has over 20 years of experience in financial and business
management. He was the founder and managing director of Taconic Capital
Ltd. from September 2003 to September 2005. He acted as the vice-chairman
and general manager of Unicredit China Capital Limited from September
2005 to June 2007. He served as the managing director of J.P. Morgan
Securities (Asia Pacific) from July 2007 to October 2011 and acted as the
chairman of J.P. Morgan (China) Venture Capital Investment Co. Ltd. since
its foundation in 2010 to October 2011. He served as the managing director
of Taconic Capital Group from November 2011 to March 2012, and as the
chief operating officer of China Merchants Capital Management Limited from
April 2012 to December 2014. He is the managing director of Taconic Capital
Group since January 2015. Mr. Zhang has been a non-executive director
to China ITS (Holdings) Co., Ltd (stock code: 1900) since May 2014, whose
shares are listed on the Main Board of the Stock Exchange.
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SENIOR MANAGEMENT

As at 31st December 2014, the senior management of the Company
comprised the following members:

GENG Yi

Aged 41, is a vice-president of the Group, Ms. Geng joined the Group
in August 1995 as an editor and was appointed as the sales director of
the Group in January 2006. Ms. Geng graduated from the University of
International Business and Economics and gained a MBA degree. Ms. Geng Vi
is the spouse of Mr. Guo Jiang, an executive Director.

GUO Gang

Aged 35, is a vice-president and the chief technology officer of the Group. Mr.
Guo joined the Group in December 2004 and has assumed various positions
including manager of Mai-Mai-Tong development department, research and
development director of Mai-Mai-Tong development department and research
and development director of core product research and development center.
Mr. Guo has accumulated over 11 years of experience in respect of software
research and development and team management in the areas of B2B and
telecommunication. Before joining the Group, he worked for "4t SR KR i@
BHEBR AR and "L REIFAXREHEBRAE]", responsible for software
research and development and team management. Mr. Guo graduated
from the Inner Mongolia University in 2002, and obtained master degree in
engineering from the Beijing University of Posts and Telecommunications in
2011. From July 2013, he has started the postgraduate diploma programme in
Information Strategy and Business Transformation organized by the University
of Hong Kong.

LI Tao

Aged 36, is a vice-president and the chief marketing officer of the Group.
Mr. Li joined the Group in October 1998 and has assumed various positions
including IT operation director and information director, responsible for the
Informatization of hc360.com, building of call center platform, network
operation and optimization of basic information system. He was appointed
as the chief marketing officer of the Group in December 2012. Accumulated
over 10 years of experience in Internet technology and operation, he is
also the committee member of iTech Club, a renowned club for Internet
technology elites. Mr. Li graduated from the Renmin University of China
with a bachelor degree in management. He has started a master degree
programme of EMBA in the Business School of the Chinese University of Hong
Kong from October 2013.
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Management's Discussion and Analysis
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LIQUIDITY AND FINANCIAL RESOURCES

As at 31st December 2014, the Group's cash and bank balances increased by
approximately RMB296,900,000 from approximately RMB1,025,089,000 as at
31st December 2013 to approximately RMB1,321,989,000.

The Group had total borrowings (including issued convertible bonds) and
finance lease obligation amounted to approximately RMB695,774,000 as at
31st December 2014 (2013: RMB115,753,000). As at 31st December 2014
and 2013, the Group was in a net cash position, whereas the Group’s gearing
ratio is calculated as net debt divided by total capital. The capital and reserves
attributable to the Company’s equity holders increased by approximately
RMB263,002,000 as compared to last year.

The Group’s net current assets amounted to approximately RMB936,319,000
as at 31st December 2014 (2013: RMB585,484,000). Its current ratio, which
is calculated by dividing current assets by current liabilities, was approximately
2.59 times as at 31st December 2014 as compared to approximately 1.94
times as at 31st December 2013. The Group's trade receivables turnover has
increased from approximately 6.66 days in 2013 to approximately 8.14 days
in 2014.

BUSINESS AND FINANCIAL REVIEW

A Business Review and a Financial Review of the Group are set out on page 7
to 14 of this report.

TRANSFER OF LISTING OF THE SHARES FROM GEM
TO THE MAIN BOARD

On 15th April 2014, an application was made by the Company to the Stock
Exchange for the transfer of listing of all the Shares in issue from GEM to
the Main Board of the Stock Exchange. The approval-in-principle and the
listing approval have been granted by the Stock Exchange on 25th September
2014 and on 9th October 2014 respectively for the Shares to be listed on the
Main Board and de-listed from GEM, according to Rule 9A.09(6) of the Rules
Governing the Listing of Securities on the Stock Exchange (the “Main Board
Listing Rules”). All pre-conditions for the transfer of listing of the Shares from
GEM to the Main Board have been fulfilled in relation to the Company.

The last day of dealings in the Shares on GEM (Stock code: 08292) was 9th
October 2014. Dealing in the Shares on the Main Board (Stock code: 02280)
commenced at 9:00 a.m. on 10th October 2014.
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CONTRACTUAL ARRANGEMENTS

The Regulations on the Administration of Foreign-Invested
Telecommunications Enterprises (JMNEIREBETEEEBTE) ("FITE
Regulations”) currently stipulated that foreign investors are not allowed to
hold more than 50% of the equity interests of a company providing value-
added telecommunications services, including internet content provider
services. As the Company is a company incorporated in the Cayman Islands,
all members of the Group controlled by the Company through majority
shareholdings or equity interests are regarded as such foreign invested
enterprise.

In light of such relevant PRC laws and regulations restricting the participation
and operation of internet content services by foreign investors, the Group
has since January 2002 engaged Beijing Huicong Construction Information
Consulting Co., Ltd. Ut REBHEEREEAZRERAAF) (“"Huicong
Construction”) to operate its online platform, and disseminate its business
information on the internet pursuant to certain contractual arrangements.
To further strengthen the Group’s protection under such contractual
arrangements and its management and control over Huicong Construction,
the Group amended certain terms of the then existing agreements and
entered into new Exclusive Option Agreement, Equity Pledge Agreement
and Powers of Attorney with Huicong Construction and/or its registered
shareholders (namely, Mr. Guo Fansheng and Mr. Guo Jiang) on 15th
September 2014. As a result of the Contractual Arrangements, Huicong
Construction is considered to be a subsidiary of the Group and financial
statements of Huicong Construction are included in the Group’ consolidated
financial statements from 15th September 2014.

As at the date of this report, agreements underlying such contractual
arrangements include (i) the Domain Names and Trademarks Licence
Agreement, (i) the Technology Services Agreement, (iii) the Online Information
Distribution Agreement, (iv) the Online Advertisement Publication Agreement,
(v) the Exclusive Option Agreement, (vi) the Equity Pledge Agreement and (vii)
the Powers of Attorney (collectively, the “Contractual Arrangements”).

The Group depends on the Contractual Arrangements with Huicong
Construction (who hold, among other things, the Telecommunications and
information services business operation licence (B 57l 8215 B ARFE ZEIGAC 2 25 ]
#%) ("ICP Licence"”), bearing a term through 12th March 2017) in respect of its
online services. For the year ended 31st December 2014, revenue generated
from online services of the Group is RMB812,935,000 (2013: 693,903,000)
represents approximately 84% (2013: approximately 83%) of the total
revenue of the Group.

Please also refer to the prospectus of the Company dated 8th December
2003, and to the announcement of the Company dated 25th September
2014 in relation to the transfer of listing from GEM to the Main Board of the
Stock Exchange (the “Transfer of Listing Announcement”), for further details
of the Contractual Arrangements.
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Information of Huicong Construction

Huicong Construction is a limited liability company established in the PRC.
As at the date of this report, the registered capital of Huicong Construction
is owned as to 50% by Mr. Guo Fansheng (the chairman of the Board
and an executive Director) and 50% by Mr. Guo Jiang (the chief executive
officer of the Company and an executive Director). Mr. Guo Jiang currently
is the sole director and the legal representative of Huicong Construction,
and he is responsible for the making financial and management decisions
of Huicong Construction, and to oversee their implementation, so as to
ensure that Huicong Construction operates in accordance with the terms of
the Contractual Arrangements. As each of Mr. Guo Fansheng and Mr. Guo
Jiang holds 50% equity interests of Huicong Construction and they are the
controllers of Huicong Construction, Huicong Construction is a connected
person of the Company.

Set out below is the key financial information of Huicong Construction during
the year ended 31st December 2014:

HEWA
AERE

Revenue
Total assets

BHERCER
BRZRA/NRTERIZERETAF - RARER
B BEFESIRRNTEFSAELEEEERER
AEMEARS0% - ARBITHRAHFRATEEL L
FRIEAS50% - BTERERABRER 2E—ESE
MEERERA - EMAAEABIEERIEL BRI &
B ZRTE - WEEEMT  UHARBRERZRAD
LHEZ IR E - BRI AR ERINT R ED I
BERRERS0%DBERARBIEERZENT - 8
BERRAARRZEEAL -

TRENBE-ZT-OF+-_A=+—HILFEZR
BRI EMBER

Year ended 31st December 2014
RMB’000

HE_Z-—NE+-A=t—-HLFE
AR¥®TT

340
2,265

To the best knowledge, information and belief of the Company and as
confirmed by Mr. Guo Fansheng and Mr. Guo Jiang, save for the operation
and provision of services for the Group as contemplated under the
Contractual Arrangements, Huicong Construction has no material business
operation during the year ended 31st December 2014 and up to the date of
this report.
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Major terms of the agreements underlying the Contractual
Arrangements

Technology Services Agreement

Beijing Huicong International Information Co., Ltd. (“Beijing HC International”)
first entered into a technology services agreement with Huicong Construction
on 2nd January 2002 for a term of three years (and subsequently extended).
The existing term of the Technology Services Agreement (as supplemented
by a supplemental agreement dated 15th September 2014) is three years
commencing from 15th September 2014 to 14th September 2017, and may
be renewed for additional term of three years at the sole discretion of Beijing
HC International (and such renewal shall be subject to the Company having
obtained all necessary approval and consents in accordance with applicable
laws, rules and regulations (including applicable rules governing listing of
shares on the Stock Exchange)).

Pursuant to the Technology Services Agreement, Beijing HC International is
appointed by Huicong Construction as its exclusive agent to provide Huicong
Construction with technology support and services related to internet content
provider business of Huicong Construction, which includes:

(i)  server maintenance services;

(i)  the development, renewal and upgrading of server application software
and its application in the internet content provider business;

(i) the development, renewal and upgrading of application software for
internet user;

(iv) the technology service of e-commerce;
(v)  the training of technical personnel; and

(vi) other reasonable requests from Huicong Construction for technical
services.

Under the Technology Services Agreement, Huicong Construction shall pay
Beijing HC International a fee at the rate of RMB20 per hour for the provision
of the aforesaid services. Beijing HC International shall assign five persons to
provide the aforesaid services and the annual fee shall be RMB211,200. The
annual fee thereafter may be adjusted, but it shall not exceed 10% of the
amount charged in the previous year.
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Domain Names and Trademarks Licence Agreement

Beijing HC International first entered into a domain names and trademarks
licence agreement with Huicong Construction on 2nd January 2002 for
a term of three years (and subsequently extended). The existing term of
the Domain Names and Trademarks Licence Agreement (as supplemented
by a supplemental agreement dated 15th September 2014) is three years
commencing from 15th September 2014 to 14th September 2017 and may
be renewed for additional term of three years at the sole discretion of Beijing
HC International (and such renewal shall be subject to the Company having
obtained all necessary approval and consents in accordance with applicable
laws, rules and regulations (including applicable rules governing listing of
Shares on the Stock Exchange)).

Pursuant to the Domain Names and Trademarks Licence Agreement, Beijing
HC International licences Huicong Construction to use certain domain names
and trademarks (including domain names and trademarks owned by Beijing
HC International and to be obtained by it from time to time) for the sole
purpose of operating the website and dissemination of information for the
benefit of Beijing HC International in the PRC. Any intellectual properties
developed by Huicong Construction during the term (including any renewed
term) of the Domain Names and Trademarks Licence Agreement would
belong to Beijing HC International. Parties further agreed that where any
intellectual properties are required by law to be registered in the name of
Huicong Construction, Huicong Construction shall, where permitted by
applicable laws and regulations, upon request of Beijing HC International
assign such intellectual property rights to Beijing HC International or a party
as designated by Beijing HC International, and shall return any consideration
received for such transfer. Huicong Construction has undertaken that they
shall warrant and guarantee that such intellectual properties are flawless and
it shall bear all damages and losses caused to Beijing HC International by any
flaw of such intellectual properties. Beijing HC International has the right to
recover all of its losses from Huicong Construction for liabilities to any third

party.

Under the Domain Names and Trademarks Licence Agreement, Huicong
Construction shall pay an annual fee of RMB240,000. The annual fee
thereafter may be adjusted, but the adjustment shall not exceed 10% of the
amount charged in the previous year.
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Online Information Distribution Agreement

Beijing HC International first entered into an online information distribution
agreement with Huicong Construction on 2nd January 2002 for a term of
three years (and subsequently extended). The existing term of the Online
Information Distribution Agreement (as supplemented by a supplemental
agreement dated 15th September 2014) is three years commencing from
15th September 2014 to 14th September 2017, and may be renewed for
additional term of three years at the sole discretion of Beijing HC International
(and such renewal shall be subject to the Company having obtained all
necessary approval and consents in accordance with applicable laws, rules and
regulations (including applicable rules governing listing of Shares on the Stock
Exchange)).

Pursuant to the Online Information Distribution Agreement, Beijing HC
International appoints Huicong Construction to exclusively publish the
information collected, edited or produced by Beijing HC International on the
website operated by Huicong Construction.

Under the Online Information Distribution Agreement, Beijing HC International
shall pay an annual fee of RMB240,000. The annual fee thereafter may be
adjusted, but the adjustment shall not exceed 20% of the amount charged in
the previous year.

Online Advertisement Publication Agreement

HC Advertising first entered into an online advertisement publication
agreement with Huicong Construction on 2nd January 2002 for a term of
three years (and subsequently extended). The existing term of the Online
Advertisement Publication Agreement (as supplemented by a supplemental
agreement dated 15th September 2014) is three years commencing from 15th
September 2014 to 14th September 2017, and may be renewed for additional
term of three years at the sole discretion of HC Advertising (and such renewal
shall be subject to the Company having obtained all necessary approval and
consents in accordance with applicable laws, rules and regulations (including
applicable rules governing listing of Shares on the Stock Exchange)).

Pursuant to the Online Advertisement Publication Agreement, HC Advertising
appoints Huicong Construction to publish exclusively advertisement designed,
produced by or entrusted to HC Advertising on the website operated by
Huicong Construction.

Under the Online Advertisement Publication Agreement, HC Advertising
shall pay an annual fee of RMB100,000. The annual fee thereafter may be
adjusted, but the adjustment shall not exceed 20% of the amount charged in
the previous year.

28 HC International, Inc. - Annual Report 2014

B LEERMGGE
EREREREIN _ZE_F-A-HEZRER

RIS L ESEMRE - RA=F(RERELER) -
WLEREMHR(ERRR-T—NEAA+HHA
Zﬁ?ﬁ’r’% AR RERRAE T -NEAA TR

HRE-Z—tFNA+THBIL  BRE=%F 17
it R BB 2R BAERTEI = (A RAERT
BREARNBRBERERE RR MR E (BB

Bty EmEE CERER)REBMALFEILERAE
% HANERE) -
RIER LESEMGE - ERESEEEZESRER

REREREEZHEBREMHIL R BEERK
& REIRERZER -

REMLE
R%240,0007T - ERRFER THE -
B2 AN SRR 220% °

BEMHE  IRBRERAINFEEA
EFBISHE

A LEETIE

SHESRIN T2 -F-A-HESIERIY
WLESTEGE  AH=F(REAREER) - #HL
EETERE(EERA-T-—NFEAA+HAZH
FFEMERE)2REMREE T NFNATHARE
EE-EFNAATHAL - RE=%F IETEE‘*H@
EEERNBETEI =F(MBMAETASER
RIEE AR %EE'J&?%%E(@%Hﬁ%?&ﬁﬁﬁxfﬁimEﬁ
BZEAER)BUSE BHEIERRER - AR

7) -

RE@LESTIEDS  SRESZREIEERRE
H@E?&%LZ?Hlﬁi%%Tﬂl’é mEEES R - BIE

KEEZES -

REMLES TR RS - B
100,0007T ° Eféi%‘]?%ﬂ%
—FRXN 2 220% °

EEAXNFBEARE
ERBEIEBB



Management's Discussion and Analysis

BIEERN RO

Exclusive Option Agreement

Beijing HC International entered into the Exclusive Option Agreement
with Huicong Construction, Mr. Guo Fansheng and Mr. Guo Jiang on
15th September 2014, pursuant to which Mr. Guo Fansheng and Mr. Guo
Jiang jointly and severally granted to Beijing HC International (and Huicong
Construction having consented to such grant) an irrevocable exclusive
option for Beijing HC International (or such third party as it may designate)
to purchase, to the extent permitted by PRC laws, all or part of their equity
interests in Huicong Construction, at the consideration of RMB1,400,000
or a minimum purchase price permitted under PRC laws and regulations at
the time of exercise of such option. Such exclusive option is for an indefinite
term commencing on 15th September 2014 until (i) it is terminated by Beijing
HC International in writing, or (ii) upon transfer of the entire equity interests
held by Mr. Guo Fansheng and Mr. Guo Jiang in Huicong Construction. Such
exclusive option may not be revoked or varied during the term of the Exclusive
Option Agreement.

Pursuant to the Exclusive Option Agreement, each of Mr. Guo Fansheng
and Mr. Guo Jiang has undertaken to Beijing HC International, among other
things, that (i) they shall not create any pledge, indebtedness or third party
encumbrances, and shall not transfer, give by way of gift, pledge or otherwise
dispose of its equity in Huicong Construction to any party other than Beijing
HC International (or such third party as it may designated by it). Further,
Huicong Construction has undertaken to Beijing HC International, among
other things, that:

(i) it will operate its business in accordance with laws, regulations,
requirements and other management requirements or directions by
relevant governmental department;

(i) it shall ensure the continual existence of Huicong Construction in
accordance with good financial and business standards and practices,
and shall prudently and effectively operate its business and transactions,
and shall use its best endeavours to ensure Huicong Construction
obtaining all licences, permits and approval requires for its operation,
and to ensure that they shall not be cancelled, revoked or declared
invalid;

(i)  Huicong Construction shall provide all its information in respect of its
operation and finance at Beijing HC International’s request;
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(iv) Huicong Construction shall not conduct any of the following matters
unless with prior written approval from Beijing HC International: (a) sell,
transfer, pledge or otherwise dispose of any assets, business, or income,
or allow encumbrance be created thereon (save as in its ordinary course
of business or with prior written approval from Beijing HC International);
(b) enter into any transactions which will materially and adversely
affect its assets, obligations, operation, equity interest and other legal
rights (save as in its ordinary course of business or with prior written
approval from Beijing HC International); (c) declare dividend, bonus to
its shareholders; (d) incur, take up, guarantee or allow any indebtedness
other than those in the ordinary course of business and with the prior
written consent of Beijing HC International;

(v) resolve any shareholders’ resolution on increasing or decreasing its
registered capital, or alerting its registered capital structure;

(vi) alterits articles of association, or change its scope of business; and
(vii) change or remove any of its director or senior management.

Each of Mr. Guo Fansheng and Mr. Guo Jiang, as registered shareholders
of Huicong Construction, has executed a blank equity transfer agreement
with respect of his equity interests in Huicong Construction to the custody of
Beijing HC International, which may be effected by Beijing HC International
(or such third party as it may designate) in the event he fails to discharge his
obligations.

Huicong Construction, Mr. Guo Fansheng and Mr. Guo Jiang further executed
an undertaking dated 15th September 2014 (the “Undertaking”), pursuant
to which, among other things, they undertake to unconditionally return to
the Group any consideration they receive in the event Beijing HC International
acquires the equity interests in Huicong Construction, and to unconditionally
transfer the domain name “hc360.com” and related registered trademark(s)
to Beijing HC International (or such third party as it may designated by it)
in the event that the agreements underlying the Contractual Arrangements
lapse, expire or be terminated.
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Power of Attorney
On 15th September 2014, each of Mr. Guo Fansheng and Mr. Guo Jiang has

o
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HERY—OEEE - RIESNEREE  BALEEE

executed a Power of Attorney. Pursuant to each of the Powers of Attorney,
each of Mr. Guo Fansheng and Mr. Guo Jiang unconditionally and irrevocably
authorizes any individual designated by Beijing HC International (which shall
be a director of the Company (other than Mr. Guo Fansheng, Mr. Guo Jiang
or their close associates), and shall be a resident of PRC) to represent him
in exercising all his rights as shareholders of Huicong Construction under
applicable PRC laws, including without limitation, to transfer all his equity
interests, to determine the consideration for such transfer, to complete all
relevant procedures regarding such transfer, to attend general meetings and
exercise voting rights, to execute all such relevant documents, agreements
and resolutions, etc.. Such Powers of Attorney shall remain in full force and
effect from 15th September 2014 until Mr. Guo Fansheng or Mr. Guo Jiang (as
the case may be) ceases to be a shareholder of Huicong Construction.

Equity Pledge Agreement

Beijing HC International, Mr. Guo Fansheng and Mr. Guo Jiang entered into
the Equity Pledge Agreement on 15th September 2014, pursuant to which
each of Mr. Guo Fansheng and Mr. Guo Jiang pledged all their respective
equity interests in Huicong Construction to Beijing HC International to
secure performance of all their obligations and the obligations of Huicong
Construction under the Domain Names and Trademarks Licence Agreement,
the Technology Services Agreement, the Online Information Distribution
Agreement, the Online Advertisement Publication Agreement, the Exclusive
Option Agreement and the Powers of Attorney.

Beijing HC International will be entitled to exercise the rights of pledge in the
event Huicong Construction fails to pay the service fee under the Technology
Services Agreement and the Domain Names and Trademarks Licence
Agreement or fail to perform any other term of the above agreements, the
Online Information Distribution Agreement and the Online Advertisement
Agreement, or any of Huicong Construction, Mr. Guo Fansheng or Mr.
Guo Jiang fails to perform any term of the Exclusive Option Agreement and
the Powers of Attorney (as the case may be), upon reasonable notice. If
Huicong Construction declares any dividend, bonus or adopt any proposal for
distribution of profits during the term of the Equity Pledge Agreement, such
dividends, bonus or economic benefits of all such proposal for distribution
shall be delivered to Beijing HC International.
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The Equity Pledge Agreement is for an indefinite term commencing from 15th
September 2014 until (i) all the agreements (other than the Equity Pledge
Agreement) underlying the Contractual Arrangements have been terminated
by Beijing HC International and/or HC Advertising (as the case may be) or (ii)
all the obligations under the Equity Pledge Agreement have been fulfilled. The
Equity Pledge Agreement has been filed at relevant Industry and Commerce
Bureau on 16th September 2014.

Risks associated with the Contractual Arrangements

The government may determine that the agreements underlying the
Contractual Arrangements do not comply with applicable regulations, or these
regulations or their interpretation may change in the future

The Company is incorporated in the Cayman Islands and members of the
Group established in the PRC are considered as foreign-invested enterprise.
Currently, laws and regulations of the PRC restrict participation and operation
of internet content services by foreign investors. The Group depends on
the Contractual Arrangements with Huicong Construction in respect of
its online services. Upon interview conducted by the PRC Legal Advisers
with relevant responsible officer of the Telecommunication Department of
Beijing Communications Administration bt REEEIEFBEEIER),
the PRC Legal Advisers were informed that currently, there is no prohibition
of adoption of contractual arrangements or variable interest entity in
the business of services, and there has been no law, rules, regulations or
normative documents in the PRC which stipulates that such arrangements
constitute “concealing illegal intentions with a lawful form” under PRC laws.
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Save for matters as further discussed in the paragraph headed “Certain
terms of the Contractual Arrangements may not be enforceable under PRC
laws" below, our PRC legal advisers are of the opinion that the agreements
underlying the Contractual Arrangements are, collectively and individually,
legal and valid and do not violate PRC laws, rule and regulations. Although
the Group has not received any interference regarding the legality of the
Contractual Arrangements, there is no assurance that the PRC government
or judicial authorities would agree that the Contractual Arrangements comply
with PRC licensing, registration, other regulatory requirements or policies that
may be adopted in the future. If the PRC government or judicial authorities
determines that the Group or the Contractual Arrangements do not comply
with applicable PRC laws and regulations, it could have discretion in dealing
with such incompliance, including:

(i) discontinuing or placing restriction on the business operation of Beijing
HC International, HC Advertising and/or Huicong Construction in the
PRC;

(i) requiring reorganisation or restructuring of ownership or business of
Beijing HC International and/or HC Advertising;

(iii) levying fines and/or confiscating the proceeds generated from the
operations under the Contractual Arrangements;

(iv) taking other regulatory or enforcement actions that could have a
material adverse effect over the Group's financial condition or business.

The imposition of any of the above mentioned consequences could result
in a material and adverse effect on the Group’s ability to conduct its online
business. In particular, in the event the imposition of any of these consequence
prevent Huicong Construction from providing internet content provider
services to the Group and the Group is unable to locate any substitute timely,
the operation of the Group’s platform could be severely disrupted and the
Group may breach its existing contracts for online businesses (including
among others, subscription for Mai-Mai-Tong and Biao-Wang search). Where
the Group loses the right to direct the activities of Huicong Construction as
a result of these consequences, the Group would also be no longer able to
consolidate the financial results of Huicong Construction.
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The Contractual Arrangements may not provide control as effective as direct
ownership

The Group depends on the Contractual Arrangements with Huicong
Construction, who hold key licences required, in respect of its online services.
Huicong Construction is owned as to 50% by Mr. Guo Fansheng and as to
50% by Mr. Guo Jiang. The Company and its subsidiaries do not own or hold
any equity interests in Huicong Construction.

The Contractual Arrangements may not be as effective in providing control
over website operations in PRC as direct ownership in these businesses.
For example, Huicong Construction and its shareholders could breach or
fail to perform their obligations under the Contractual Arrangements. If
Huicong Construction fails to perform its obligations under the Contractual
Arrangements, the Group will have to resort to legal remedies under the PRC
law, which could result in substantial litigation costs and diverse the Group’s
management’s time and efforts away from their running the regular business
of the Group. There is uncertainty as to the outcome and duration of legal
proceedings and its enforceable. In addition, the Group cannot be sure that
contractual remedies would be effective or sufficient to enforce its interests.
In the event Huicong Construction refuses or fails to provide the internet
content services to the Group and the Group is unable to locate any substitute
timely, the operation of the Group'’s platform could be severely disrupted and
the Group may breach its existing contracts for online businesses.

The Group currently operates its online platform principally through the
website of “hc360.com”. Currently, Huicong Construction is the registrant
of the domain name “hc360.com” in light of relevant requirements in the
PRC on internet content provider business. Huicong Construction, Mr. Guo
Fansheng and Mr. Guo Jiang have undertaken pursuant to the agreements
underlying the Contractual Arrangements and the Undertaking that Huicong
Construction will, so far as it is permitted under the PRC laws, transfer the
domain name and trademark(s) to the Group (or the Group’s nominee) in the
event the Contractual Arrangements lapse, expire or be terminated. If the
Group is unable to acquire the domain name from Huicong Construction, or
if Huicong Construction declares bankruptcy or if the domain name, as part
of Huicong Construction’s assets, become subject to liens or rights of third
party, the Group may be unable to continue its existing business using “hc360.
com” and may be required to establish a new domain name, and to establish
new trademark, which may disrupt the Group’s operation, confuse users and
damage the Group's reputation, and may materially and adversely affect the
Group's results of operation.
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The registered shareholders of Huicong Construction may have potential
conflicts of interest with the Group

As at the date of this report, equity interests of Huicong Construction is
owned as to 50% by Mr. Guo Fansheng and 50% by Mr. Guo Jiang. Mr.
Guo Fansheng is the sole director and the legal representative of Huicong
Construction. The Directors are of the view that Mr. Guo Fansheng and Mr.
Guo Jiang are controllers of Huicong Construction. Each of Mr. Guo Fansheng
and Mr. Guo Jiang has pursuant to the Undertaking undertakes to the
Company that each of them will procure Huicong Construction in fulfilling its
obligations under the agreements underlying the Contractual Arrangements.
Each of Mr. Guo Fansheng and Mr. Guo Jiang, as a Director, also owes
fiduciary duties to the Company and the Shareholders as a whole pursuant to
relevant law of the Cayman Islands.

There is no assurance that when conflicts of interests arise, shareholders of
Huicong Construction will act in the best interests of the Group, or that any
conflicts of interests will be resolved in favour of the Group.

To further strengthen the protections to the Group over potential conflicts of
interest between the registered shareholders of Huicong Construction, and
the Group, on 15th September 2014, Beijing HC International entered into,
among others, the Exclusive Option Agreement, the Equity Pledge Agreement
and the Powers of Attorney with Huicong Construction. Pursuant to the
Exclusive Option Agreement, Beijing HC International was granted the option
to purchase from the registered shareholders their equity interest in Huicong
Construction when and to the extent permitted by law. Pursuant to the Equity
Pledge Agreement, Beijing HC International is entitled to dispose of the equity
interests of Huicong Construction pledged, in the event of stipulated events
regarding failure of performance by, among others, registered shareholders
of Huicong Construction. Further, each of the Mr. Guo Fansheng and Mr.
Guo Jiang has executed the Power of Attorney which authorizes individual
designated by Beijing HC International to exercise all of their rights and
powers as shareholders of Huicong Construction.
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Since the entering into of the agreements underlying the Contractual
Arrangements and up to the date of this report, neither Huicong Construction
nor its registered shareholders commits any breach of the agreements
underlying the Contractual Arrangements or undertakings. However, if
shareholder(s) of Huicong Construction cause Huicong Construction to
breach the Contractual Arrangements, or in the event Mr. Guo Fansheng
and/or Mr. Guo Jiang breach the aforesaid undertakings, the Group will
have to resort to legal remedies under the PRC law, which could result in
substantial litigation costs and diverse the Group’s management’s time and
efforts away from their running the regular business of the Group. There
is uncertainty as to the outcome and duration of legal proceedings and its
enforceability, and the Group cannot be sure that contractual remedies
would be effective or sufficient to enforce its interests. Acquisition by the
Group (or by designees of the Group) of equity interests under the Exclusive
Option Agreement and/or the Equity Pledge Agreement may further be
subject to substantial transaction costs) and taxation. In the event that the
Contractual Arrangements are breached and the Group is unable to locate
any substitute to provide internet content services timely, the operation of the
Group's platform could be severely disrupted and the Group may breach its
existing contracts for online businesses, and the Group's operation, result of
operations and financial conditions may be materially and adversely affected.
Also, if the Group is unable to acquire the domain name in such events, or if
Huicong Construction declares bankruptcy or if the domain name, as part of
Huicong Construction’s assets, become subject to liens or rights of third party,
the Group may be unable to continue its existing business using the domain
name of “hc360.com” and may be required to establish a new domain
name, which may disrupt the Group's operation, confuse users and damage
the Group’s reputation, and may materially and adversely affect the Group'’s
results of operation.

The Contractual Arrangements may subject the Group to increase taxation
due to different income tax rates applicable to Beijing HC International and
Huicong Construction

Pursuant to the Online Information Distribution Agreement, Huicong
Construction provides internet content provider services for an annual fee of
RMB240,000.

During the year ended 31st December 2014, Beijing HC International is

subject to a preferential tax rate of 15%, and Huicong Construction is subject
to a tax rate of 25%.
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In light of the different income tax rates applicable, the determination of such
annual fee and other payment by the Group to Huicong Construction may
be challenged by relevant PRC tax authorities as unfair, and may adjust the
taxable income or tax amount payable by the Group, requesting outstanding
tax amount be paid or imposing administrative penalty, thereby having
adverse tax consequence and affect the Group's business, financial conditions
and results of operations of the Group materially and adversely.

Since the entering into of the Contractual Arrangements and up to the date
of this report, the Group has not received any interference from relevant PRC
tax authorities as to the different income tax rates applicable.

Huicong Construction may not provide internet content services to the Group
if the Contractual Arrangements are not renewed or extended on equivalent
or similar terms, or if Huicong Construction ceases its operation or corporate
entity in the event of dissolution or liquidation, etc.

The Group depends on the Contractual Arrangements with Huicong
Construction, which holds key licences required, to operate the Group's
online platform. Certain of the agreements underlying the Contractual
Arrangements (other than the Exclusive Option Agreement, the Equity Pledge
Agreement and the Powers of Attorney, which have an indefinite terms
unless terminated) currently has a term of three years, and will expire by 14th
September 2017, subject to renewal by Beijing HC International and/or HC
Advertising at its respective discretion in accordance with the respective terms
of the agreements. The Company expects that the Group will renew the
agreements on equivalent or similar terms prior to their expiries.

If the Contractual Arrangements are not renewed or extended on equivalent
or similar terms, or if Huicong Construction ceases its operation or corporate
entity in the event of dissolution or liquidation, the Group would have to
engage another PRC entity holding relevant licences required to provide
internet content services to the Group.
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To strengthen the Group’s protection, Beijing HC International entered into
the Exclusive Option Agreement dated 15th September 2014, pursuant to
which Beijing HC International (or such third party as it may designated)
may purchase the equity interests of Mr. Guo Fansheng or Mr. Guo Jiang
in Huicong Construction, among others, in the event that Contractual
Arrangements are not renewed. The said option is for an indefinite period
unless terminated by Beijing HC International or upon Beijing HC International
acquiring all equity interests in Huicong Construction. Further, each of the
registered shareholders of Huicong Construction (namely, Mr. Guo Fansheng
and Mr. Guo Jiang) has executed the Power of Attorney which authorize
individual designated by Beijing HC International to exercise all of their rights
and powers as shareholders of Huicong Construction. In addition, as each
of Mr. Guo Fansheng and Mr. Guo Jiang, being all registered shareholders
of Huicong Construction, is a Director, each of them further owes a duty of
care to the Company and the Shareholders as a whole under applicable laws.
The Directors are of the view that Huicong Construction and/or its registered
shareholders are not entitled to terminate the agreements underlying the
Contractual Arrangements save for material breach by Beijing HC International
and/or HC Advertising (as the case maybe). In such cases of termination,
that the Group will be entitled to exercise its rights under the Equity Pledge
Agreement to uphold its rights or have to resort to legal remedies under the
PRC law.

There is no assurance that the Group can identify new entity which provides
internet content services required for the Group’s operation timely, or on
equivalent or similar terms. In the event that existing PRC entity cannot be
located, the Group may be required to engage other parties to set up new
entity. Pursuant to the existing laws and regulations, approval procedures
for key licences to operate internet content services usually takes three to six
months, with such requirements including among others, the Qualification
Requirement (as further discussed below) and a minimum requirement of
registered capital of not less than RMB1,000,000, while there is no assurance
that such approval will be granted, or will be granted on a timely manner.

In the event that the Contractual Arrangements are discontinued and the
Group is unable to locate any substitute to provide internet content services
timely, the operation of the Group'’s platform could be severely disrupted and
the Group may breach its existing contracts for online businesses, which could
materially and adversely affect the Group’s business operation and financial
results.
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Certain terms of the Contractual Arrangements may not be enforceable under
PRC laws

The Contractual Arrangements provide for dispute resolution by way of
arbitration in accordance with the arbitration rules of the Beijing Arbitration
Commission in the PRC. The Contractual Arrangements also contain
provisions to the effect that, the arbitral body may award remedies over
shares and/or assets of Huicong Construction, injunctive relief and/or winding
up of Huicong Construction, and that courts in Hong Kong and the Cayman
Islands are of competent jurisdiction with power to grant interim remedies in
support of arbitration pending formation of arbitral tribunal or in appropriate
cases.

We have been advised by our PRC legal advisers that the above mentioned
provisions regarding injunctive relief or interim remedies contained in the
Contractual Arrangements may not be enforceable, and that under PRC
laws, arbitral body does not have the power to grant any injunctive relief or
liquidation order in case of dispute.

Accordingly, such remedies may not be available to us timely, or be available
to us at all notwithstanding the relevant contractual provisions contained in
the Contractual Arrangements.

Exercise of option to acquire the equity interests in Huicong Construction
may be subject to limitations and the ownership transfer may be subject to
substantial costs

Under the Contractual Arrangements, the Group has the option to purchase
equity interests in Huicong Construction. It is the intention of the Group to
unwind the Contractual Arrangements as soon as the law allows the business
to operate without such Contractual Arrangement.

The FITE Regulations currently stipulated that foreign investors are not allowed
to hold more than 50% of the equity interests of a company providing value-
added telecommunications services, including internet content provider
services. As the Company is a company incorporated in the Cayman Islands,
all members of the Group controlled by the Company through majority
shareholdings or equity interests are regarded as such foreign invested
enterprise, which restrict the exercise of option.
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In addition, under the FITE Regulations, a foreign invested enterprise
wishing to acquire any equity interest in a value-added telecommunications
business in the PRC must demonstrate a good track record and experience in
providing value-added telecommunications services overseas (“Qualification
Requirement”). There is currently no clear guidance on the interpretation
of the Qualification Requirement under the existing applicable PRC laws,
regulations or rules, and the Company is therefore unable to ascertain the
Qualification Requirement. There is no assurance that the Group will be
able to sufficiently satisfy the Qualification Requirement, or there will not
be any subsequent change, interpretation or guidance on the Qualification
Requirement, or such other requirements concerning the operator of internet
content provider services. If the restrictions on the percentage of foreign
ownership in telecommunications services are removed, the Group may need
to unwind the Contractual Arrangements before the Group is in a position to
comply with the Qualification Requirement.

The exercise of option to acquire equity ownership of Huicong Construction
may incur substantial costs on the part of the Group. Pursuant to the
Contractual Arrangements, the Group has an exclusive option to purchase,
to the extent permitted by PRC laws, equity interests in Huicong Construction
in all or part, at the consideration of RMB1,400,000 or a minimum purchase
price permitted under PRC laws and regulations at the time of exercise of
such option. Where the relevant PRC authorities determine that the purchase
price is below the market value, they may require Beijing HC International to
pay enterprise income tax for ownership transfer income with reference to the
market value. The amount of tax may be substantial, which could materially
and adversely affect the business, financial condition and results of operation
of the Group.
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If Huicong Construction fails to obtain and maintain the requisite assets,
licences and approvals as required under the regulatory environment for
internet content provider business in the PRC, the business, financial condition
and results of operations may be materially and adversely affected

The telecommunications services industry in China is heavily regulated by
the PRC government and numerous regulatory authorities of the central
PRC government are empowered to issue and implement regulations
governing various aspects of the telecommunications services industry. These
telecommunications services-related laws and regulations are relatively new
and evolving, and there are a certain degree of uncertainty especially on
the interpretation and enforcement of these laws. As a result, in certain
circumstances it may be difficult to determine what actions or omissions may
be deemed to be in violations of applicable laws and regulations.

Huicong Construction is required to obtain and maintain certain assets
relevant to its business as well as applicable licenses or approvals from
the relevant regulatory authorities in order to provide its current services.
These assets and licenses are essential to the operation of internet content
provider business and are generally subject to annual review by the relevant
governmental authorities. Also, Huicong Construction may need to obtain
additional licenses. If Huicong Construction fails to obtain or maintain any of
the required assets, licenses or approvals, its continued business operations in
the telecommunications services industry may subject it to various penalties,
including but not limited to fines and the discontinuation or restriction of
its operations. Any such disruption in the business operations of Huicong
Construction will materially and adversely affect our business, financial
condition and results of operations.
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The Company may lose the ability to use and enjoy assets held by Huicong
Construction that are important to the Group's business if Huicong
Construction declares bankruptcy or becomes subject to a dissolution or
winding up proceeding

Huicong Construction holds certain assets that are important to the Group’s
business operations, primarily the ICP Licence and the domain name of
"hc360.com”. The Contractual Arrangements with Huicong Construction and
its shareholders contain terms that specifically obligate Mr. Guo Fansheng
and Mr. Guo Jiang to ensure the valid existence of Huicong Construction.
However, in the event that Mr. Guo Fansheng or Mr. Guo Jiang breaches
this obligation and voluntarily wind up Huicong Construction, or Huicong
Construction declares bankruptcy or is otherwise dissolved, some or all of
the Group’s online business operations may have to be ceased, which could
materially and adversely affect our business, financial condition and results
of operations. If Huicong Construction undergoes a voluntary or involuntary
winding-up proceeding, Mr. Guo Fansheng or Mr. Guo Jiang or any other
third — party creditors may claim rights to some or all of these assets, resulting
in hindrance to the Group’s ability to operate the Group’s online business,
which could materially and adversely affect the Group’s business, financial
condition and results of operations.

The transtfer of trademark of “hc360” has not been completed, and failure to
transfer the trademark may lead to penalty on Huicong Construction

We have been advised by our PRC legal advisers that holders of the ICP
License shall hold the domain name and the trademarks used for conducting
the internet content provider business pursuant to the MIIT Notice.

At the time when the MIIT Notice was promulgated in July 2006 and up to the

date of this report, Huicong Construction did not directly hold any trademark
relevant to the business conducted.
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Huicong Construction has been providing internet content provider service
to the Group since 2002, that is, before the promulgation of the MIIT Notice.
Huicong Construction is currently an assignee of the trademark “hc360",
which was registered under the name of Beijing HC International. The said
trademark was applied for in February 2004, and registered in October 2006
by Beijing HC International. At the relevant time, taking into account that
Huicong Construction is a service provider of the Group pursuant to the
Contractual Arrangements (instead of a subsidiary of or entity controlled
by the Group) and with a view to better protect the interests and assets of
the Group, the Group intended to own the trademark directly and licenses
Huicong Construction to use the same. Taking into account that Huicong
Construction has not encountered any enquiry, interference or encumbrance
in respect of the requirement of trademark and has passed all annual
inspection in the past, the trademark “hc360" remained registered in the
name of Beijing HC International instead of under Huicong Construction as
required under the MIIT Notice.

As at the date of this report and further to an application for transfer
of registered trademark between Beijing HC International and Huicong
Construction in June 2014, Huicong Construction is the assignee of the
trademark of “hc360” (“Trademark Transfer”) following an extensive
review of the Contractual Arrangements, the change of shareholdings of
Huicong Construction and the consolidation of Huicong Construction as a
subsidiary. The Group and Huicong Construction are using their commercially
reasonable best efforts to complete the transfer of the trademark as soon
as practicable. Having consulted our PRC legal advisers as to the procedures
and requirements on transfer of trademarks under relevant PRC regulations,
transfer of trademark would normally takes 6 to 8 months to complete, and
the Directors expect the Trademark Transfer will pass formal approval (FE=
) by the Trademark Office of The State Administration For Industry &
Commerce (IR TE/TIEIR4 BT /) of the PRC (“Trademark Office”)
by the end of November 2014, and be completed by the first quarter of 2015,
assuming the Trademark Office's system be fully recovered by September
2014. Pursuant to the announcement of the Trademark Office in August
2014, it was announced that since April 2014, the Trademark Office suffered
a severe failure in its trademark registration and management system,
rendering it unable to proceed with various application. According to the
said announcement, part of the works of the Trademark Office has been
recovered. The Company has been advised by the PRC Legal Advisers that
there are no substantial legal restrictions on the Trademark Transfer and it is
unlikely for Huicong Construction be penalized in respect of the trademark
requirement prior to the completion of the Trademark Transfer. We have
further been advised by our PRC legal advisers that, upon completion of the
Trademark Transfer, any penalty with retrospective effect in respect of failure
to fulfill the trademark requirement under the MIIT Notice regarding any
period prior to the Trademark Transfer is unlikely.
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In November 2014, the Group received the trademark transfer acceptance
letter issued by Trademark Office on 3rd July 2014, which meant the formal
approval had been passed. It is expected that we will receive the trademark
certificate in the second quarter of 2015.

Under relevant PRC laws and regulations, the governing telecommunication
authority has the discretion to revoke the ICP License if the ICP License holder
fails to transfer the trademark within a stipulated period upon order from
such authority. Such stipulated period would be a reasonable period with
reference to the time requirement for the normal application procedures of a
transfer of trademark in the Group’s case. The Company has been advised by
the PRC Legal Advisers that a revocation order would only be made if Huicong
Construction being ordered by the authority to rectify the same, but still fail to
do so within a stipulated period. Up to the date of this report, no such order
for rectification has been made against Huicong Construction, and Huicong
Construction has not encountered any interference or encumbrance in respect
of trademark, and has passed all annual inspection in the past. Given that the
Trademark Transfer in compliance with the MIIT Notice is in process at the
initiative of Huicong Construction and Beijing HC International, the Company
has been advised by the PRC Legal Advisers that prior to completion of the
Trademark Transfer, it is unlikely that local telecommunication authority to
impose penalties, and it is unlikely of Huicong Construction being penalized
retrospectively for failing to meet the said trademark requirement after
completion of the Trademark Transfer. Apart from the legal perspective,
the Directors also consider that there should not be any interference or
encumbrance in respect of the Trademark Transfer.

In the unlikely event that the Trademark Transfer cannot be completed, the
Group may consider transferring other trademark to Huicong Construction,
or arrange for application for registration of other trademark by Huicong
Construction, which trademark would bear the word(s) “hc”, “hc360", "Z
far, "ZF@49" and/or similar wordings and in classes of goods and services
relevant to business conducted by Huicong Construction. The Group may
also locate other entity holding ICP Licence to be acquired, or new entity
holding ICP Licence to be established by Mr. Guo Fansheng and Mr. Guo
Jiang at their costs who fulfill the requirements of MIIT Notice, and which will
be subject to identical or substantively identical arrangements as those under
the Contractual Arrangements, as substitute for providing internet content
services to the Group.
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However, there is no assurance that competent PRC regulatory authorities
will ultimately take a view that is consistent with the opinion of the PRC
Legal Advisers. If a competent PRC regulatory authority is of the view that
rectification actions are not adequate or untimely, Huicong Construction
may be subject to various penalties, including but not limited to fines and
discontinuation or restriction of its operations. The imposition of any of the
above mentioned consequences could result in a material and adverse effect
on the Group's ability to conduct its online business. In particular, revocation
of Huicong Construction’s ICP Licence would prevent Huicong Construction
from providing internet content provider services to the Group and if the
Group is unable to locate any substitute timely, the operation of the Group’s
platform could be severely disrupted and the Group may breach its existing
contracts for on — line businesses, which could materially and adversely affect
the Group's business and results of operations. Also, since the online business
segment is the Group’s major source of income, the imposition of any of the
above mentioned consequences could materially and adversely affect the
Group's financial condition.

Further information regarding risks associated with the Contractual
Arrangements, and risks associated with the online business of the Group are
also set out in the Transfer of Listing Announcement.

Qualification Requirements

It is the Company’s intention to unwind the Contractual Arrangements and to
hold all necessary and relevant licences for operation of its business subject to
such relevant laws and regulations as soon as the law allows the business to
operate without such Contractual Arrangements.

As a result of there being no applicable PRC laws, regulations or rules
which provides clear guidance on the interpretation of the Qualification
Requirements, the Company is currently unable to ascertain whether it is
capable for fulfilling all requirements of the necessary licence and approval
for online operations when the laws allow the Group to directly operate the
business.
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The Group has gradually commence and strengthen its overseas value-
added telecommunications services business operations with a view to
demonstrate a good track record for meeting the Qualification Requirements
in due course once the restrictions on the percentage of foreign ownership
in telecommunications services are removed in the PRC by then the Group
can unwind the Contractual Arrangements and acquire the entire equity
of Huicong Construction. During the year ended 31st December 2014, the
Group has established a subsidiary in Hong Kong, namely, HC Group (Hong
Kong) Limited (“Hong Kong HC"). Hong Kong HC will be principally engaged
in the construction and operation of the Group’s new overseas platform in
Hong Kong, with an aim to making such platform the overseas platform and
provide an expanded and upgraded services for the existing customers of the
Group. Such additional platform will allow the existing and future high-quality
customers to display their products and services online. Making use of the
Group's strong customer base and media resources, Hong Kong HC and its
overseas platform will help Hong Kong and overseas buyers to locate qualified
PRC suppliers and facilitate transactions between them. The Directors consider
the Group possesses the necessary technics and operating experiences as
well as strong internal resources to facilitate the operation of Hong Kong HC
with its overseas platform. Currently, Hong Kong HC is the registrant of the
domain name “hc360.com.hk” and the Group has launched the construction
of the Group’s new overseas platform and expects to commit not less than
HK$2 million to the development and operation of the new overseas platform.
Such financial commitment shall include, but not limited to, the establishment
of the server, network services, staff costs and marketing costs. More financial
resources will be committed by the Group according to the business needs of
the new overseas platform.

As at the date of this report, the Group had initially completed the
establishment of overseas platform (www.hc360.com.hk) which was financed
by the Group's internal resources. The platform had gone online and entered
into the trial operation stage. The Group will continue to input relevant
resources to expand the overseas platform business. The Directors expect
Hong Kong HC will formally operate the overseas platform in the second
quarter of 2015.

Views of the Independent Non-Executive Directors

The independent non-executive Directors have reviewed the Contractual
Arrangements and confirmed, that for the financial year ended 31st
December 2014, (1) the transactions carried out during the year have been
entered into in accordance with the relevant provisions of the Contractual
Arrangements, and (2) no dividends or other distributions have been made by
Huicong Construction to its registered shareholders which are not otherwise
subsequently assigned or transferred to the Group.
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CHANGE OF PRINCIPAL PLACE OF BUSINESS IN
HONG KONG

With effect from 3rd March 2014, the principal place of business of the
Company in Hong Kong has been changed to 18/F, Tesbury Centre, 28
Queen’s Road East, Wanchai, Hong Kong.

CHONGQING DIGITAL CHINA HUICONG MICRO-
CREDIT CO., LTD

Chongging Digital China Huicong Micro-Credit Co., Ltd. (EE# /N EEE 2
NEEE AR AR ("Chongging JV Company”) was established pursuant to
a joint venture agreement for the purpose of the development and operation
of the micro-credit internet financing business. The Chongging JV Company
obtained its nationwide micro-credit financing business license in May 2014
and has already commenced scale lending in the PRC since 1st September
2014. The Chongging JV Company is owned as to 40% by the Group and its
financial results are not consolidated into those of the Group.

Pursuant to the Chongging JV Agreement, the total registered capital
of the Chongging JV Company shall be RMB1,000,000,000, of which
RMB400,000,000 should be contributed by the Group in cash. As at
31st December 2014, the Group had contributed RMB270,000,000. The
application for increasing the registered capital of the Chongging JV Company
to RMB1,000,000,000 has been approved and the Group has contributed an
additional RMB130 million in March 2015.
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CORNERSTONE INVESTMENT IN COGOBUY GROUP

On 2nd July 2014, the Company and Hong Kong Huicong International Group
Limited (“Hong Kong Huicong”) (a wholly-owned subsidiary of the Company)
entered into the cornerstone investment agreement with Cogobuy Group,
UBS AG, Hong Kong Branch and UBS Securities Hong Kong Limited, pursuant
to which Hong Kong Huicong has agreed to subscribe for shares of Cogobuy
Group up to an aggregate value of US$20,000,000. On 18th July 2014, Hong
Kong Huicong was allocated 38,758,000 shares of Cogobuy Group for a total
consideration of HK$155,034,000.

As the relevant applicable percentage ratios (as defined under the GEM
Listing Rules, as then applicable) for the cornerstone investment exceed
5% but are less than 25%, the cornerstone investment agreement and the
transactions contemplated thereunder constitutes a discloseable transaction
of the Company under Chapter 19 of the GEM Listing Rules and is subject
to the reporting and announcement requirements but is exempt from the
shareholders’ approval requirement under the GEM Listing Rules.

For further details, please refer to the announcement of the Company dated
3rd July 2014.

B2B HOUSEHOLD ELECTRICAL APPLIANCES
BUSINESS EXHIBITION CENTRE
BREBRREHNE AR AT (the “Shunde Subsidiary”), a subsidiary
of the Group which is owned as to 53.1% by 22 (X&) EFEKE
2B ER/AT (“Tianjin HC”). The construction of the B2B household
electrical appliance business exhibition centre (the “Exhibition Centre”) on
the land located in Shunde (the “Land”) has commenced, and is scheduled
to complete by the end of 2015 and shall be put into operation afterwards.
The Exhibition Centre provides business information through both online
and offline channels and one-stop solution for B2B buyers and sellers of that
particular sector.

With a view to maintain the financial position of the project, a property
situated on the Land with a total gross floor area of 36,499 square meters,
representing approximately 21.45% of the total gross floor area of the Land,
was sold as at 31st December 2014. All proceeds from the sale are or will
be applied as capital for further construction of the Exhibition Centre, or for
repayment of facilities or loan of Shunde Subsidiary. It is contemplated that
further sale of a total gross floor area of not more than 43,772 square meters
will be carried out. The proceeds from the further sale of the Land may be
out of expectation and may result in movement deviation from the Group's
financial results. The aforesaid sale is within the ambit and contemplation of
the grant of the Land and pursuant to the terms of transfer contract for land
use rights of state-owned land for the Land and in line with the conditions
as set out in the tender notice of the Land, which provides for not more than
50% of the total floor area of the Land be sold or transferred within 7 years
after delivery of the Land.
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BAIDU ALADDIN TECHNICAL SERVICE CONTRACT
On 13th August 2014, Beijing HC International (an indirect wholly-owned
subsidiary of the Company,) and Baidu (China) Co., Ltd. (“Baidu”) entered
into the Baidu Aladdin Technical Service Contract (the”Service Contract”)
pursuant to which Beijing HC International becomes a partner of Baidu in the
Aladdin B2B project and will provide information of its fee-paying customers
relating to business-to-business enterprises to Baidu’s Aladdin PC platform,
such as product images, models, prices and customers’ information and Baidu
will exhibit such information in personalised form in the result pages through
its search engine so as to provide more efficient search contents for the users.
According to the terms and conditions of the Services Contract, the contract
term is for one year commencing from 29th August 2014 and the Group will
pay Baidu a fixed fee in the aggregate amount of RMB50,080,000.

For further details, please refer to the announcement of the Company dated
13th August 2014.

ACQUISITION OF SHARES IN PANPASS
INFORMATION TECHNOLOGY CO., LTD

On 30th September 2014 (after trading hours), It R EEHFAIR AR AT
(Beijing Huicong Zaichuang Technology Co., Ltd) (“Beijing HC Technology”)
(an indirect wholly-owned subsidiary of the Company) and the remaining
purchasers entered into the acquisition agreement with the vendors, pursuant
to which, among other things, Beijing HC Technology agreed to acquire
16,487,000 shares in Panpass Information Technology Co., Ltd (representing
approximately 56.002% of the issued share capital of the Target) at an
aggregate consideration of RMB108,814,200 (equivalent to approximately
HK$137,105,000). The acquisition was completed on 8th October 2014.

As certain relevant applicable percentage ratios (as defined under the GEM
Listing Rules, as then applicable) for the acquisition exceed 5% but are less
than 25%, the acquisition agreement and the transactions contemplated
thereunder constitutes a discloseable transaction of the Company under
Chapter 19 of the GEM Listing Rules and is subject to the reporting and
announcement requirements but is exempt from the shareholders’ approval
requirement under the GEM Listing Rules.

For further details, please refer to the announcement of the Company dated
30th September 2014.
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ESTABLISHMENT OF ZHEJIANG HUICONG

On 31st October 2014, Beijing HC International (a wholly-owned subsidiary
of the Group) and Hui De Holdings Co., Ltd (“Hui De"”) entered into an
investment cooperation agreement (the “Cooperation Agreement”), pursuant
to which the parties agreed to, among other things, establish Zhejiang
Huicong Investment Co., Ltd (“Zhejiang Huicong”) for the purpose of the
development and operation of the e-commercial industrial center project(s).
Zhejiang Huicong is owned as to 80% by Hui De and as to 20% by Beijing HC
International.

Pursuant to the Cooperation Agreement, the total registered capital of
Zhejiang Huicong is RMB250,000,000 of which RMB50,000,000 should be
contributed by Beijing HC International. The registered capital of Zhejiang
Huicong shall be contributed in four trenches.

Hui De is owned as to 20% by Tianjin HC, as to 40% by Tianjin Lekun
Enterprise Management and Consultancy Partnership (Limited Partnership)
(RELHMPEBTRHAAREE (BRE%) ) ("Tianjin Lekun”) and as to
40% by Beijing Zhong Ding Bo Rui Investment Management Co., Ltd. 3t =&
BB EEIE AR A F]) (“Zhongding Borui”), respectively, as at the date of
the Cooperation Agreement.

Tianjin Lekun is a limited partnership formed in the PRC. Beijing Le Peng De
Tai Investment Co., Ltd. (JE REENE/EZRIEEHBR A7) ("Beijing Lepeng”) (a
substantial shareholder of Tianjin HC, holding 40% of Tianjin HC's equity
interest) is the general partner of Tianjin Lekun responsible for implementation
of the partnership affairs. Zhongding Borui is a company established in the
PRC with limited liability. Zhongding Borui is controlled by Mr. Guo Wei, a
non-executive Director.

As Hui De is a connected person of the Company, the entering into of the
Cooperation Agreement and the transactions contemplated thereunder
constitute a connected transaction of the Company pursuant to Chapter 14A
of the Listing Rules. As the applicable percentage ratios for the Cooperation
Agreement and the transactions contemplated thereunder are below 5%,
the Cooperation Agreement and the transactions contemplated thereunder is
subject to, among other things, reporting and announcement requirements,
but is exempted from independent shareholders’ approval requirement under
Chapter 14A of the Listing Rules.
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Following the establishment of Zhejiang Huicong on 3rd November 2014, on
2nd December 2014, Zhejiang Huicong obtained the bid confirmation of two
plots of land located at Yuyao city in Zhejiang province, the PRC with a total
area of approximately 48,103 square meters (the “Lands”) at an aggregate
consideration of approximately RMB168,120,000. It is expected that the
Lands will be used for the development of the e-commerce industrial center
project(s).

For further details, please refer to the announcement of the Company dated
31st October 2014 and 4th December 2014.

Further information in relation to Hui De is also set out in the announcements
of the Company dated 9th December 2013 and 25th September 2014.

THE ISSUE OF HK$780,000,000 5.00%
CONVERTIBLE BONDS DUE 2019

On 20th November 2014, the Company entered into a subscription agreement
(the "Subscription Agreement”) with Credit Suisse and China International
Capital Corporation Hong Kong (the “Joint Bookrunners”), under which
the Joint Bookrunners have agreed severally and not jointly to subscribe and
pay for, or to procure subscribers to subscribe for, the bonds to be issued
by the Company in an aggregate principal amount of HK$780,000,000
(the “Bonds”), on the terms and subject to the conditions set out therein.
In addition, the Company has agreed to grant the Joint Bookrunners an
option to subscribe for all or any of the additional Bonds to be issued by
the Company upon exercise of an option granted by the Company to the
Joint Bookrunners under the Subscription Agreement to subscribe up to an
additional HK$200,000,000 aggregate principal amount of 5.00% Bonds due
2019. The Bonds are convertible into Shares in the circumstances set out in
the terms and conditions in relation to the Bonds at an initial conversion price
of HK$11.63 per share (subject to adjustments). Assuming full conversion of
the Bonds at the initial conversion price of HK$11.63 per share and no further
issue of Shares, the Bonds will be convertible into approximately 67,067,928
new Shares, representing approximately 10.05% of the issued share capital
of the Company as at 20th November 2014 and approximately 9.13% of the
issued share capital of the Company as at 20th November 2014 as enlarged
by the issue of the Conversion Shares upon full conversion of the Bonds.
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The issue of the Bonds in the principal amount of HK$780,000,000 was
completed on 27th November 2014. The net proceeds from the subscription
and issue of the Bonds, after deducting the underwriting discounts and
commissions and estimated expenses payable in connection with the
subscription and issue of the Bond pursuant to the Subscription Agreement,
amount to approximately HK$759,838,000, of which HK$163,856,000
(approximately RMB130,000,000) was used for the registered capital of the
Chongging JV Company by the Company. The remaining amount will be used
for potential acquisition projects and general corporate purposes. The Bonds
were listed on the Stock Exchange on 28th November 2014.

For further details, please refer to the announcements of the Company dated
20th November 2014 and 27th November 2014.

CAPITAL STRUCTURE

The total number of issued shares of the Company was 667,166,618 as at
31st December 2014.

STAFF AND REMUNERATION

The success of the Group depends on the skills, motivation and commitment
of its staff. As at 31st December 2014, the total number of Group’s
employees were 2,807, among which 2,016 were employed in the Sales and
Marketing Division, 173 were employed in the Editorial Division, 359 were
employed in the Information Technology Division and the remaining were
employed in other divisions of the Group.

Remuneration of employees is generally in line with the market trend and
commensurate with the salary level in the industry, with share options
granted to employees based on individual performance. Other benefits to the
Group’s employees include medical insurance, retirement schemes, training
programmes and educational subsidies.

52 HC International, Inc. - Annual Report 2014

KRR ZZE—NF+—A=ZFTEATEKRETEAS
8/4780,000,000/8 T2 &% o &K B 85T K A
U RERIERE IR ERERETESF BB EN
X% RERETEFZEFAGREFENA
759,838,000 7T © A A E #% H 1 163,856,0007%
JL(#) AR #130,000,00070) AR EE AL QA RIEE
MES - FHFEBANEEREEE L—KAAA
®e BHERZTE—NF+—AZ+N\BEHERAME

o

BB ZHIE  B2HEARFTRRA-S—MF+—
AZ+HERZZ—HWF+—A=Z+tRAZAMH -

BEXRERE
R-B—NE+-A=1+—0  AARDETRDE
#5667,166,6184% °

ETREH

AEBEBFBERRRLY  2BAEEETIHEEAZ
B PORAEAR - RZT—WE+-_A=+—8
AEBHRA2,807ZLET » EH2,0168BRIHEN
TISHEESRS - 1732 BRFEE 3598 BREHE
BB B TBNASE BRI -

EEFWAMLEFATISBY  WRENFE/KFE
7o mETRERE ZBRERETEREERRME
FEEREAZR 2 HMBRN - BERERR - R
FHE - BIIRRERH AR



Management'’s Discussion and Analysis
ERE RS

CHARGES ON GROUP ASSETS

As at 31st December 2014, the Group had bank borrowings amounting to
RMB122,766,000 and undrawn banking facilities of RMB137,235,000, which
were secured by land use rights, investment properties and properties under
development.

EXCHANGE RISK

As the Group's operations are principally in the PRC and majority assets and
liabilities of the Group are denominated in RMB, the Directors believe that the
Group is not subject to significant exchange risk.

CONTINGENT LIABILITIES
As at 31st December 2014, the Group had no contingent liability (2013: Nil).

SUBSEQUENT EVENT(S)

On 17th March 2015, the Group has entered into a letter of intent, in which
the Group has intended to enter into a share purchase agreement with
Orange Triangle Inc., a limited liability company incorporated in the United
States of America to acquire 100% of its entire share capital and to appoint
a PRC nominee to enter into another equity transfer agreement to acquire
100% share capital of Beijing Zhixing Ruijing Technology Co., Ltd, a company
incorporated in the PRC for a total consideration of RMB1,500,000,000. 30%
of the total consideration shall be paid in cash and the remaining 70% of
which shall be paid by way of issuing new shares by the Group as calculated
on HK$8.5 per shares. Please also refer to the announcement of the Company
dated 17th March 2015 for further details.
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The Directors submit their report together with the audited financial
statements for the financial year ended 31st December 2014.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The activities of
its principal subsidiaries are set out in note 11 to the consolidated financial
statements. There were no significant changes in the nature of the Group’s
principal activities for the financial year ended 31st December 2014.

An analysis of the Group’s performance for the financial year by business
segment is set out in note 5 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the financial year are set out in the consolidated
statement of comprehensive income on page 87 to 88.

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

RESERVES

Details of the movements in retained earnings of the Group during the
financial year are set out on page 92.

Details of the movements in other reserves of the Group are set out in note
24 to the consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the Group are
set out in note 8 to the consolidated financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in share capital and share options of the Company
are set out in note 23 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31st December 2014, calculated
under the Companies Law of Cayman Islands, amounted to approximately
RMB534,304,000 (2013: RMB558,136,000).

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the
last five financial years is set out on page 5 of this report.
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Report of the Directors

FEQE

DIRECTORS

The Directors who held office during the year and up to the date of this report

were:

Mr. Guo Fansheng (Chairman)

Mr. Guo Jiang

(Chief Executive Officer)
Mr. Lee Wee Ong

(Chief Financial Officer)

Mr. Yang Ning (President)

Mr. Li Jianguang Nete!

Mr. Guo Wei Notel

Mr. Zhang Ke Note2
Dr. Xiang Bing Note2

Mr. Zhang Tim Tianwei Nete2

Notes:

1 Non-executive Directors

(appointed on 21st March 2000)

(appointed on 1st August 2006)

(appointed on 9th September 2011 as an
independent non-executive Director and
re-designated as an executive Director

on 1st July 2012)

(appointed on 17th January 2014 and
resigned on 30th March 2015)

(appointed on 1st August 2006)

(appointed on 8th March 2002 as an
independent non-executive Director
and re-designated as a non-executive
Director on 10th June 2011)

(appointed on 28th March 2003)

(appointed on 8th March 2002)

(appointed on 1st November 2011)

2 Independent non-executive Directors

In accordance with Article 87 of the Company's articles of association, Mr.
Guo Fansheng, Mr. Li Jianguang and Dr. Xiang Bing will retire and, being
eligible, offer themselves for re-election at the forthcoming annual general

meeting of the Company.
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DIRECTORS' PROFILE

The Directors’ profile is set out on pages 17 to 22.

DIRECTORS’ SERVICE CONTRACTS

Each of Mr. Guo Fansheng, Mr. Guo Jiang, Mr. Lee Wee Ong and Mr.
Yang Ning has entered into a director’s service contract with the Company,
whereby each of them has accepted the appointment as an executive Director
of the Company for a term of three years from 30th November 2012, 1st
August 2012, 1st July 2012 and 17th January 2014 respectively, which
may terminated by either party giving three months’ prior written notice or
otherwise in accordance with the terms of their respective service contracts.

Each of the independent non-executive Directors, Dr. Xiang Bing, Mr. Zhang
Ke and Mr. Zhang Tim Tianwei, has entered into a director’s service contract
with the Company, whereby each of Dr. Xiang Bing, Mr. Zhang Ke and
Mr. Zhang Tim Tianwei has accepted the appointment for a term of one
year, and the service contracts shall be renewed automatically at the end
of the term. Either party may terminate the service contract at any time by
giving one month’s prior written notice or in accordance with the terms
of their respective service contracts. There is no service contract, which is
not determinable by the Company within one year without payment of
compensation (other than statutory compensation), in respect of any director
proposed for re-election at the forthcoming annual general meeting.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed above and in note 34 and note 43 to the consolidated
financial statements, no Director was materially interested, whether directly
or indirectly, in any contract of significance to the business of the Group to
which the Company, its holding company, or any of its fellow subsidiaries and
subsidiaries was a party subsisted at the end of the year or at any time during
the year.

DIRECTORS’ AND SENIOR STAFF EMOLUMENTS

Details of Directors and senior staff emoluments for the year are set out in
notes 34 and 43 to the consolidated financial statements.

The emoluments of the Directors and the senior staff are determined based on
the operating results of the Group, individual performance and/or prevailing
market conditions. The Company has also adopted the Share Option Scheme
and the Share Award Scheme as an incentive to Directors and senior staff.
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DIRECTORS” AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN THE
SHARES,UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 31st December 2014, the interests and short positions of the Directors
and the chief executives of the Company in the shares, underlying shares
and debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (Cap. 571 of
the Laws of Hong Kong) (the “SFO")) which were notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they are taken or deemed to have
under such provisions of the SFO) or required to be entered in the register
maintained by the Company pursuant to Section 352 of the SFO or which
were notified to the Company and the Stock Exchange pursuant to the Model
Code for Securities Transaction by Directors of Listed Issuers (the “Model
Code") contained in the Main Board Listing Rules, were as follows:

(a) Directors’ Long Positions in the Shares and Underlying
Shares of the Company

Class of Personal Family
Name of Director Shares Capacity EEH EEH
EEpF RAER 56 BARER RikRER
Guo Jiang Ordinary Beneficial owner/ 79,131,146 10,784,625
family interest (Note 1) (Note 1)
Elp LBk ¢t -V (PzE1) (zE1)
BN i
Guo Fansheng Ordinary Beneficial owner 57,749,015 -
FRAE LER EREEA
Li Jianguang Ordinary Interest of controlled - -
corporation
TR LBk S N AR
Lee Wee Ong Ordinary Beneficial owner 4,850,672 -
(Note 3)
LER EREEA (GE=)
Yang Ning Ordinary Beneficial owner 10,381,939 -
(Note 4)
kS LER EREEA (Fi3E4)

EERITRARNA QTR EBEE
B2k HERORES 2EER

3 B
RTE

RIZB-NOF+-A=+—H EERARFTH
BENAR R HEAEAEREE (TR LEEENE
STNEFEF R AEGDI(TESRAGED D EXVELD)
ZWedn ~ AERER ) BB A RIBRE S LA E
BIEXVE 2 BT R ED HEAMB AR T RIS
e R R (BRREE S LB GGG BRGNS
WEEIRERB ZEIARR) - IRIBEH L
EIEPIE352EALARNR R E B2 #m Mk
KR BARBEER AR RAE LT AERET
EHRZ SRS AR A ) Mg AR R R
PRz s FORB T

(a) EERARTARDEEBERG 2HA

Total Percentage
Corporate Other  numberof of shareholding
EEH EEH Shares  (approximate)
RERDL
AREE  HitlEE  ROER (#4)
- - 8991577 13.48%
(Note 1)
(BE1)
- - 57,749,015 8.66%
32,000,384 - 32,000,384 4.830%
(Note 2) (Note 2)
GiE?) (Hsk2)
- - 4,850,672 0.73%
(Note 3)
(F3E3)
- - 10,381,939 1.56%
(Note 4)
(W5t4)
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(b) Directors’ Short Positions

58

(b) EEZHRA

Total  Percentage of
Class of Personal Family  Corporate Other numberof  shareholding
Name of Director Shares Capacity interests interests interests interests Shares  (approximate)
RERDL
EBE2 BEEH 56 BARE  RREE  AREE  ReEE  BeeN (#40)
Guo Jiang Ordinary Beneficial owner 5,000,000 - - - 5,000,000 0.75%
Ei TRk ERBEA
Notes: B e -
1. Such interests in the Company comprised: 1. ZRERDAERBRE
(@) 60,864,771 shares of the Company of which 5,150,625 shares of the (@) 60,864,771 fx A~ A @ B 1 - H &
Company are held by Ms. Geng Yi, who is Mr. Guo Jiang’s spouse; 5,150,6258% A8 X A& 17 B 20T e A4 2 Bie
BEaZ %
(b) 13,917,000 underlying shares derived from the awarded shares b BEZFT——F+—ATtBRHZE
granted to Mr. Guo Jiang under the employees’ share award scheme B R SR EhET B m 0T S R 2 52
adopted on 17th November 2011; and & 7 BT % K 213,917,000 i A8 B8 A 1)
)5
(0 15,134,000 underlying shares derived from the share options granted © BRER-ZZZ=ZF+-A=ZTHEH
under the share option scheme adopted on 30th November 2003 of ZERETERE CBRERY R
which 5,634,000 underlying shares derived from the share options 15,134,000/ A8 @R 17 -+ F 15,634,000
granted to Ms. Geng Yi under the share option scheme. Mr. Guo is IRAAREAR (D TR B IR BB IREA B T
deemed, or taken to have, interested in the shares and underlying Bkia etz BERGHE - RIBESF LBEK
shares held by Ms. Geng Yi pursuant to the SFO. Bl - EEREWEESARER NG L LT
BEZRG RAEBROPEAER
2. The references to 32,000,384 shares of the Company relate to the same 2. %% 32,000,384 ix 7 x &) A 1 JY B Callister
block of shares of the Company held by Callister Trading Limited, the entire Trading Limited T A R RIE — 4L AR - ™
share capital of which is owned by Mr. Li Jianguang. Accordingly, Mr. Li FRARZ2EHRABTER L EES - Bt
Jianguang is deemed, or taken to have, interested in the said 32,000,384 RIEFES LEEEG) - TR AW E ER
shares of the Company pursuant to the SFO. YER 132,000,384 R% AN A BIARAR AR A ARk ©
3. Suchinterests in the Company comprises: (i) 2,350,672 Shares, (i) 1,000,000 3. ERERABEZEIEG) 2,350,672 8% ¢ (i)
underlying shares derived from the awarded share granted to Mr. Lee Wee BEEFEN_Z——F+— A+ tHEHR
Ong under the employees’ share award scheme of the Company adopted AR RME B R EE &l AlLee Wee Onglt
by the Board on 17th November 2011 and (iii) 1,500,000 underlying Shares AR 2 2 E) IR 17 AT 2 4 1,000,000 A% 48 7 %
derived from the share options granted under the Share Option Scheme. 7 RGDNRBEBRESEREEREEE Y
1,500,000 #8RER% 17
4. Such interests in the Company comprises: (i) 6,381,939 Shares and (ii) 4. ZERRRREzRBIEG 6,381,93908K5 ¢ (iR

4,000,000 underlying shares derived from the awarded share granted to
Mr. Yang Ning under the employees’ share award scheme of the Company
adopted by the Board on 17th November 2011. Mr. Yang resigned on 30th
March 2015.
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(b) Directors’ Short Positions (Continued)

Save as disclosed above, as at 31st December 2014, none of the
Directors and chief executive of the Company at the relevant time
has any interest or short position in the shares, underlying shares and
debentures of the company or any of its associated corporations (within
the meaning of Part XV of the SFO) which were notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they are taken or
deemed to have under such provisions of the SFO) or required to be
entered in the register maintained by the Company pursuant to Section
352 of the SFO or which were notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) contained in the Main
Board Listing Rules.

SHARE OPTION SCHEMES

Pursuant to written resolutions of the shareholders of the Company dated
30th November 2003, two share option schemes, a pre-IPO share option
scheme (the “Pre-IPO Share Option Scheme”) and a share option scheme
(the “Share Option Scheme”), were adopted by the Company. The principal
terms of the Pre-IPO Share Option Scheme and the Share Option Scheme
were summarised in the paragraph headed “Share options” under the section
headed “Statutory and General Information” in Appendix V of the prospectus
of the Company dated 8th December 2003. All options granted under the
Pre-IPO Share Option Scheme had been exercised or lapsed, and no such
option is outstanding.

(b) E=ZHXE®)

B EXCHBEN  R_E—mE+-A=+—
B BmEERAARTRERNEBEEE
AR B E AR EE (T8 LES R EG
FIEXVER) 2 B&15 - HBEERG REST - #E
RIRE S RS S0 EXVEET R ESH BAL
GARRQF R 2 RS SA R (BIERE
B T H R B RS S VR SR EE
BZEXTAR)  SBREBERPEIENE
3526 B AR RFE BB EM 2 AR
AR - SURIEER T ARBIFTE TR A
ERRITBETHH@ETA([=EFE )&
SRR TR 2 AR SOAA -

BRETE
REARATREN-TE=FT— A=+ ABAZE
ERHE - AR ARATEBRET S DERAM
IR AT IR R 81 &R AR BRI 81) R
RARR S B) TRARAESH81) © BORABIRIR AT
SRR MR B E R NN A AT BA =S
=4+ AN RZBRERKSEDEER—RE
I ST RIS —BRIBEAL © AR08 2R 2R BARALB
BT BIR 2 PRI BT R A %%
RS E A 17 -
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OUTSTANDING SHARE OPTIONS

Share Option Scheme

Following the listing of the Shares being transferred from GEM to the Main
Board of the Stock Exchange on 10th October 2014, the Share Option
Scheme was terminated while outstanding share options granted remain
valid.

As at 31st December 2014, options to subscribe for an aggregate of
32,871,000 shares of the Company granted pursuant to the Share Option
Scheme were outstanding. Details of which were as follows:

Exercise As at
price  1stJanuary

e RATE 2 BE AR

Lve gl
R=Z—ME+ A+ BRG BB AMAIEREEER
LTk - BRARAERTEI T OARAE - MERMEMRITE
Z PR AB -

RZTE—WF+A=+—08 ' BIEERETEIET
AR A $£32,871,00008 A2 AR (H 2 BE AR AE M R 1T
- BREFFIBT ¢

Number of share options

IR E

Granted Exercised Lapsed As at
during during during  31st December

Name of grantee Date of grant per share 2014 the period the period the period 2014

i
—2-IF

i
—2-IF

ERAR R AH BRITERE —A-B RERBE  RMRTE  RERAR t=A=t+-8

HK$

BT

Directors

s

Guo Jiang 18th February 2004 24 1,000,000

i “EEME=AFTN\A
23rd June 2006 1.49 1,000,000
ZEEREARAZT=R
11th July 2007 1.24 2,200,000
“ETtELAT—H
29th September 2008 0.604 1,500,000
ZZEEN\FAAZTAH
7th April 2010 0.82 4,800,000
—Z-TFWA+A

Lee Wee Ong 3rd April 2013 4.402 1,500,000
“E-=45WA=H
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EFEHRE

Name of grantee

ERAR

Senior management
BREBAR

Geng Yi

BAia

Guo Gang
Z5R

Li Tao
T8

Other employees
HitfEg

In aggregate

At

In aggregate (Note 2)
aatEE2)

In aggregate (Note 3)
A5t (ME3)

In aggregate (Note 4)
at(fitza)

In aggregate (Note 5)
Bat(EEs)

In aggregate (Note 6)
5t (Mize)

In aggregate (Note 7)
A7)

Total
a3t

Date of grant

R RS

18th February 2004

i U WAL
23rd June 2006
ZEEREAAZH=H
29th September 2008
“EZ\FAAZTNAE
7th April 2010
“E-TFMALH
28th March 2011
—E——5ZAZTN\R
11th July 2007
) =
29th September 2008
“ZE\ENAZTNR
7th April 2010
—E-TFWA+A

18th February 2004
“EEME-A+N\H
23rd June 2006
“ETRERAZTZA
11th July 2007
S S =
29th September 2008
“EEN\FAAZTAH
7th April 2010
“E-ZFNALH
28th March 2011
—T—F=ZA-1)\RB
18th November 2013
“E-=F+-A+NH

Exercise
price
per share

BRITEE
HK$
BT

As at

1st January
2014

R
—B-mF
-A-H

Number of share options

BREHE
Exercised
during
the period

Granted
during
the period

REARE  REAT

Lapsed As at
during  31st December
the period 2014
i

—B-mF

RERA¥X t=A=t-H
(Note 1)

(M&E1)

24 300,000 (300,000 -
1.49 434,000 434,000
0.604 1,000,000 1,000,000
0.82 4,200,000 4,200,000
1.108 50,000 50,000
1.24 220,000 220,000
0.604 400,000 400,000
0.82 800,000 800,000
24 96,000 (96,000 -
1.49 410,000 (316,000 94,000
1.24 2,950,000 (995,000) 1,955,000
0.604 1,300,000 (1,200,000) 100,000
0.82 6,068,000 (3,650,000) 2,418,000
1.108 230,000 (30,000) 200,000
9.84 10,000,000 10,000,000
40,458,000 (7,587,000 32,871,000

BHRBAMRDA - 20145FF8

61



|

Report of the Directors

EERWRE
Notes:

1.

62

Each option has a 10-year exercise period, which may be exercised after the expiry
of twelve months from the date of the grant of options.

For the options exercisable at HK$2.40 granted on 18th February 2004, the
relevant grantees may exercise options up to 33.3%, 66.6% and in full,
respectively, of the shares of the Company comprised in his or her option(less
any number of shares of the Company in respect of which the option has been
previously exercised), commencing from the first, second and third anniversaries
of the date of the grant of options.

For the options exercisable at HK$1.49 granted on 23rd June 2006, the relevant
grantees may exercise these options in a 10-year period starting from the expiry of
twelve months from the date of the grant of options.

For the options exercisable at HK$1.24 granted on 11th July 2007, the relevant
grantees may exercise options up to 50% and in full, respectively, of the shares
of the Company comprised in his or her option (less any number of shares of
the Company in respect of which the option has been previously exercised),
commencing from the first and second anniversaries of the date of the grant of
options.

For the options exercisable at HK$0.604 granted on 29th September 2008, the
relevant grantees may exercise these options in a 10-year period starting from the
expiry of twelve months from the date of the grant of options. For the options
exercisable at HK$0.82 granted on 7th April 2010, the relevant grantees may
exercise options up to 50% and 100%, respectively, of the shares of the Company
comprised in his or her option (less any number of shares of the Company in
respect of which the option has been previously exercised), commencing from the
first and second anniversaries of the date of the grant of options.

For the options exercisable at HK$1.108 granted on 28th March 2011, the
relevant grantees may exercise options up to 50% and 100%, respectively, of the
shares of the Company comprised in his or her option (less any number of shares
of the Company in respect of which the option has been previously exercised),
commencing from the first and second anniversaries of the date of the grant of
options.

For the options exercisable at HK$4.402 granted on 3rd April 2013, the relevant
grantee may exercise options up to 20%, 40%, 60%, 80% and 100%, of the
shares of the Company comprised in his option (less any number of shares of
the Company in respect of which the option has been previously exercised),
commencing from the first, second, third, fourth and fifth anniversaries of the
date of the grant of options respectively.

For the options exercisable at HK$9.84 granted on 18th November 2013, the
relevant grantees may exercise options up to 10%, 20%, 40%, 70%and 100%,
respectively, of the shares of the Company comprised in his or her option (less
any number of shares of the Company in respect of which the option has been
previously exercised), commencing from the first, second, third, fourth and fifth
anniversaries of the date of the grant of options.
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2. 2 employees have been granted options under the Share Option Scheme to

10.

acquire an aggregate of 94,000 shares of the Company at HK$1.49 per share.

7 employees have been granted options under the Share Option Scheme to
acquire an aggregate of 1,955,000 shares of the Company at HK$1.24 per share.

1 employees have been granted options under the Share Option Scheme to
acquire an aggregate of 100,000 shares of the Company at HK$0.604 per share.

5 employees have been granted options under the Share Option Scheme to
acquire an aggregate of 2,418,000 shares of the Company at HK$0.82 per share.

2 employees have been granted options under the Share Option Scheme to
acquire an aggregate of 200,000 shares of the Company at HK$1.108 per share.

56 employees have been granted options under the Share Option Scheme to
acquire an aggregate of 10,000,000 shares of the Company at HK$9.84 per
share.

The fair value of options granted under the Share Option Scheme on 18th
February 2004, determined using the Binomial Model value model, was
approximately RMB20,193,000. The significant inputs into the model were the
exercise price of HK$2.4, standard deviation of expected share price returns of
32%, expected life of options ranging from 5.4 to 6.6 years, expected dividend
paid out rate of 0% and annual risk-free interest rate ranging from 1.34% to
4.43%. The volatility measured at the standard deviation of expected share
price returns is based on statistical analysis of historical price movement of the
Company and other comparable companies with similar business nature.

The fair value of options granted under the Share Option Scheme on 23rd June
2006, determined using the Binomial Model valuation model, was approximately
RMB3,919,000. The significant inputs into the model were exercise price of
HK$1.49, standard deviation of expected share price returns of 34.8%, expected
life of options ranging from 3.2 to 5.5 years expected dividend paid out rate of
0% and annual risk free interest rate of 4.911%. The volatility measured at the
standard deviation of expected share price returns is based on statistical analysis of
historical price movement of the Company and other comparable companies with
similar business nature.

The fair value of options granted under the Share Option Scheme on 11th July
2007, determined using the Binomial Model valuation model, was approximately
RMB9,390,000. The significant inputs into the model were exercise price of
HK$1.24 standard deviation of expected share price returns of 49.0%, expected
life of options ranging from 2.4 to 6.2 years expected dividend paid out rate of
0% and annual risk-free interest rate of 4.757%.The volatility measured at the
standard deviation of expected share price returns is based on statistical analysis of
historical price movement of the Company and other comparable companies with
similar business nature.
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The fair value of options granted under the Share Option Scheme on 29th
September 2008, determined using the Binomial Model valuation model, was
approximately RMB2,756,000. The significant inputs into the model were exercise
price of HK$0.604 standard deviation of expected share price returns of 72.2%,
expected life of options ranging from 3.8 to 4.8 years expected dividend paid out
rate of 0% and annual risk-free interest rate of 3.133%. The volatility measured
at the standard deviation of expected share price returns is based on statistical
analysis of historical price movement of the Company and other comparable
companies with similar business nature.

The fair value of options granted under the Share Option Scheme on 7th April
2010, determined using the Binomial Model valuation model, was approximately
RMB12,527,000. The significant inputs into the model were exercise price of
HK$0.82 standard deviation of expected share price returns of 79.8%, expected
life of options ranging from 3.4 to 5.9 years expected dividend paid out rate of
0% and annual risk-free interest rate of 2.865%.The volatility measured at the
standard deviation of expected share price returns is based on statistical analysis of
historical price movement of the Company and other comparable companies with
similar business nature.

The fair value of options granted under the Share Option Scheme on 28th March
2011, determined using the Binomial Model valuation model, was approximately
RMB1,377,000. The significant inputs into the model were exercise price of
HK$1.108 standard deviation of expected share price returns of 77.4%, expected
life of options ranging from 3.8 to 4.9 years expected dividend paid out rate of 0%
and annual risk-free interest rate 2.82%. The volatility measured at the standard
deviation of expected share price returns is based on statistical analysis of historical
price movement of the Company and other comparable companies with similar
business nature.

The fair value of options granted under the Share Option Scheme on 3rd April
2013, determined using the Binomial Model valuation model, was approximately
RMB3,754,000. The significant inputs into the model were exercise price of
HK$4.402 standard deviation of expected share price returns of 75%, expected
life of options ranging from 9.1 to 9.6 years expected dividend paid out rate of 0%
and annual risk-free interest rate 1.111%. The volatility measured at the standard
deviation of expected share price returns is based on statistical analysis of historical
price movement of the Company and other comparable companies with similar
business nature.

The fair value of options granted under the Share Option Scheme on 18th
November 2013, determined using the Binomial Model valuation model, was
approximately RMB50,125,000. The significant inputs into the model were
exercise price of HK$9.84 standard deviation of expected share price returns of
71.5%, expected life of options ranging from 4.7 to 7.9 years expected dividend
paid out rate of 0% and annual risk-free interest rate 1.915%. The volatility
measured at the standard deviation of expected share price returns is based
on statistical analysis of historical price movement of the Company and other
comparable companies with similar business nature.
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16. In the extraordinary general meeting of the Company held on 13th May 2011, an
ordinary resolution was passed by the shareholders of the Company to refresh the
scheme mandate limit under the Share Option Scheme. For details, please refer to
the Company'’s circular and announcement dated 24th April 2011 and 13th May
2011 respectively.

17. In respect of employees resigned during the period whose share options have not
been vested, such share options are lapsed, and the share compensation costs
recognised previously are credited to condensed consolidated final statement of
comprehensive income.

18.  The values of share options recognised in share-based compensation reserves
are subject to a number of assumptions and with regard to the limitation of the
valuation model.

19. The weighted average closing price of the Shares immediately before the date on
which these options were exercised was approximately HK$10.9934 per share.

EMPLOYEES' SHARE AWARD SCHEME

On 17th November 2011, the Board adopted an employees’ share award
scheme pursuant to which existing shares of the Company will be acquired
by the trustee from the market at the cost of the Company and be held in
trust for the selected employees until such shares are vested with the relevant
selected employees in accordance with the provision of the share award
scheme. For principal terms of the employees’ share award scheme, please
refer to the announcement of the Company dated 17th November 2011.
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Since the adoption date, a total of 46,881,000 shares has been granted up to ~ BRMAHHEEARE B - % 4 46,881,000
the date of this report, representing approximately 7.03% of the issued share ~ B&R% 1D @ HE R AR E B AR E D HITHRALY
capital of the Company as at date of this report. The awarded shares remain =~ 7.03% - R-ZZE—ME+-_A=+—H ' HAREZ

outstanding as at 31st December 2014 are set out below: ERBRHEINNT
Number of As at As at
awarded 1stJanuary Granted during  Vested during  31st December
Name of Grantee  Date of grant shares 2014 the period the period 2014
i i
—E-mF —E-NF
BRARE R A ERROHE —H-H B HANEE T=A=t-BH
Directors
Bz
Guo Jiang 20th August 2012 16,700,000 13,917,000 - 13,917,000
Ehan “E-ZN\AZ+AH
Lee Wee Ong 14th June 2012 3,000,000 2,000,000 (1,000,000) 1,000,000
“E-—FRATHER
Yang Ning 23rd November 2011 3,000,000 2,210,000 (1,210,000) 1,000,000
HE —E—4+—-AZt=H
17th January 2014 3,000,000 - 3,000,000 - 3,000,000
—T-mE-A++tA
Senior management
EREEAR
Guo Gang 23rd November 2011 300,000 200,000 (100,000) 100,000
ZBR —Z——%+-A-t=H
Li Tao 23rd November 2011 300,000 200,000 (100,000) 100,000
- —E——4+—-HAZt=H
Other employees
HitfES
In aggregate (Note 1) 23rd November 2011 20,581,000 17,529,335 (3,895,936) 13,633,399
AsH(KE) ~3——Ft-A=t=A
Total 46,881,000 36,056,335 3,000,000 (6,305,936) 32,750,399
st
Note: F%E
1. 69 employees have been granted an aggregate of 20,581,000 awarded shares. 1. 69%EEBBEERA $£20,581,000/% @I (D

66 HC International, Inc. - Annual Report 2014



- @—

Report of the Directors
ESERS

SUBSTANTIAL SHAREHOLDERS' AND OTHER FERRRHEMALTRAEQATRE K
PERSONS’ INTERESTS AND SHORT POSITIONS IN #HERMPZEZR XS

THE SHARES AND UNDERLYING SHARES OF THE

COMPANY

As at 31st December 2014, the interest of persons (not being a Director or  WZZ—MF+=F=+—H » RAR TR LIAHE
chief executive of the Company) in the shares and underlying shares of the ) FEBRIEEH LS IEHNEXVEBE2REID
Company which were notified to the Company and the Stock Exchange — #SEMEARQ T REZFT - s/BIREBSH RS 50
pursuant to Divisions 2 and 3 of Part XV of the SFO or required to be entered 3362 AR QA RIFIFEE LMz ERS 2 AL (I
in the register maintained by the Company pursuant to Section 336 of the  FFEFS AR RITTBAEZR )T ¢

SFO were as follows:

Approximate
percentage of

shareholding
as at
Short 31st December
Name of Shareholder Class of Shares Long position position  Capacity 2014
R=B—DF
+=-A=+—H
ZRAHH
BRREE/E8 R4 85 % BAL
Talent Gain Decelopments Limited ~ Ordinary 137,758,107 Beneficial owner 20.65%
TRk (Note 1) BERBEBA
(BsE1)
Digital China Holdings Limited Ordinary 137,758,107 Interest in controlled 20.65%
N EEERER AR LiEk (Note 1) corporation
(F3E1) S YNGIL 3
Geng Yi Ordinary 89,915,771 5,000,000  Beneficial owner and 13.48%
Bkta LBAR (Note 2) family interest (long position)
(HizE2) Bali A ARF GiER (#F#8)
0.75%
(short position)
(%2
Credit Suisse Group AG Ordinary 47,299,025 35,478,000 Interest in controlled 7.09%
TRk corporation (long position)
Z D AR (#FR)
531%
(short position)
(%R
Kent C. McCarthy Ordinary 45,691,785 Interest in controlled 6.85%
L@ corporation

NG
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Notes:

1. The references to 137,758,107 shares of the Company held by Talent Gain
Developments Limited, a wholly-owned subsidiary of Digital China (BVI) Limited,
which is a wholly-owned subsidiary of Digital China Holdings Limited.

2. Such interest in the Company comprises: (a) 60,864,771 shares of the Company
of which 55,714,146 shares of the Company are held by Mr. Guo Jiang, who is Ms.
Geng Yi's spouse; (b) 13,917,000 underlying shares derived from the awarded
shares granted to Mr. Guo Jiang under the employees’ share award scheme
adopted on 17th November 2011; and (c) 15,134,000 underlying shares derived
from the share options granted under the share option scheme adopted on 30th
November 2003 of which 9,500,000 underlying shares derived from the share
options granted to Mr. Guo Jiang under the share option scheme.

Ms. Geng is deemed, or taken to have, interested in the shares and underlying
shares held by Mr. Guo Jiang pursuant to the SFO.

Save as disclosed above, as at 31st December 2014, the Company had not
been notified of any interests or short positions of substantial shareholders or
other persons in the Shares and underlying Shares which were notified to the
Company and the Stock Exchange pursuant to Divisions 2 and 3 of Part XV of
the SFO or required to be entered in the register maintained by the Company
pursuant to Section 336 of the SFO.

CONNECTED TRANSACTIONS

Certain related party transactions entered into by the Group, as disclosed in
note 43 to the consolidated financial statements, also constitute connected
transactions under the GEM Listing Rules (as amended from time to time),
and are required to be disclosed in accordance with Chapter 20 of the GEM
Listing Rules (before and including 9th October 2014, being the last day of
dealing in Shares on GEM) and Chapter 14A of the Main Board Listing Rules
(from 10th October 2014).

The following transactions between certain connected persons (as defined
in the Main Board Listing Rules) and the Group have been entered into and/
or ongoing for which relevant disclosure if necessary and had been made by
the Company in accordance with the requirements of the Main Board Listing
Rules:

a. Establishment of Zhejiang Huicong

On 31st October 2014, Beijing HC International (a wholly-owned
subsidiary of the Group) and Hui De Holdings Co., Ltd (“Hui De")
entered into an investment cooperation agreement (the “Cooperation
Agreement”), pursuant to which the parties agreed to, among other
things, establish Zhejiang Huicong Investment Co., Ltd (“Zhejiang
Huicong”), which will be owned as to 80% by Hui De and as to 20%
by Beijing HC International for the purpose of the development and
operation of the e-commercial industrial center project(s).
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Pursuant to the Cooperation Agreement, the total registered capital of
Zhejiang Huicong shall be RMB250,000,000 of which RMB50,000,000
should be contributed by Beijing HC International. The registered capital
of Zhejiang Huicong shall be contributed in four trenches. As at the
date of this report, the Group has already contributed to the registered
capital of Zhejiang Huicong.

As Hui De is a connected person of the Company, the entering into
of the Cooperation Agreement and the transactions contemplated
thereunder constituted a connected transaction of the Company
pursuant to Chapter 14A of the Listing Rules. As the applicable
percentage ratios for the Cooperation Agreement and the transactions
contemplated thereunder are below 5%, the Cooperation Agreement
and the transactions contemplated thereunder is subject to, among
other things, reporting and announcement requirements, but is
exempted from independent shareholders’ approval requirement under
Chapter 14A of the Listing Rules.

Provision of Loan Under Employees’ Share Scheme

On 21st December 2012, a loan in the amount of RMB2,000,000 was
granted by the Company to Mr. Yang Ning, as a selected employee,
pursuant to the employees’ share scheme adopted by the Company on
the same date (the “Employee Share Scheme”), and a loan agreement
was entered into between the Company (as lender) and Mr. Yang Ning
(as Borrower). The said loan, together with Mr. Yang Ning's self-funded
amount of HK$1,232,192, was applied to purchase 1,289,939 Shares
under the Employee Share Scheme.

Upon Mr. Yang Ning becoming an executive Director on 17th January
2014, Mr. Yang Ning had become a connected person (as defined in
the GEM Listing Rules) of the Company. The abovementioned loan
constitutes a connected transaction of the Company under Chapter 20
of the GEM Listing Rules. As the applicable percentage ratios in respect
of the abovementioned loan was higher than 0.1% but below 5%,
the abovementioned loan is subject to reporting and announcement
requirements, but exempted from independent shareholders’ approval
requirement under Chapter 20 of the GEM Listing Rules.

Save as disclosed above, all the related party transactions, as disclosed
in note 43 to the consolidated financial statement, did not constitute
connected transactions or continuing connected transactions of the
Company under Chapter 14A of the Main Board Listing Rules which
are required to comply with any of the reporting, announcement or
independent shareholders’ approval requirements under the Main Board
Listing Rules.
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The transactions under categories (a) and (b) in note 43 were conducted
on normal commercial terms where all of the percentage ratios
(other than the profit ratio) were less than 5% and the total annual
consideration was less than HK$3,000,000, while those under category
(c) in note 43 were provided under the service contracts of relevant
management and thus were all fully exempted pursuant to Chapter 14A
of the Listing Rules. Also, as the loan in the amount of RMB40,000,000
granted by the Group to Hui De on 14th December 2014 was conducted
on normal commercial terms and in proportion to the equity interest
directly held by the Company’s non wholly-owned subsidiary in Hui De,
such financial assistance was fully exempted pursuant to Chapter 14A of
the Listing Rules.

The Company confirms that it has complied with the disclosure
requirements in accordance with Chapter 20 of the GEM Listing Rules
(before 10th October 2014) and Chapter 14A of the Main Board Listing
Rules (from 10th October 2014).

MAJOR SUPPLIERS AND CUSTOMERS

During the year ended 31st December 2014, the respective percentages
of purchases attributable to the Group’s five largest suppliers and the sales
attributable to the Group's five largest customers combined was less than
30% of the total value of the Group’s purchases and sales.

The Group's customers are a vast amount of small and medium sized
enterprises in the PRC. Most of the Group’s revenue is derived from online
products and since the relevant price of each online products is not significant
and the online products are sold to the large number of customers, each
customer’s contribution towards the Company’s revenue is relatively small.
Therefore, the Company’s reliance on any individual customer is low. In
respect of Mai-Mai-Tong, Biao-Wang products and services, sales agreements
are entered into between the Group and its customers. The term of the
sale agreements are divided into one-year, two-year and/or three-year in
accordance with different products. Upon the expiry of the sales agreements,
customers has an option to renew the sales agreements.

The Company’s major suppliers are as follows: (i) the verification supplier
provides verification services for Mai-Mai-Tong members. Our verification
supplier is a joint venture company with the relevant verification qualifications,
and is paid on a monthly basis according to the number of verifications
carried out in that particular month. We have cooperated with this verification
supplier for over 8 years and our supply contract with this verification supplier
is renewed yearly; (ii) the search product suppliers provide search engine and
promotion services for Biao-Wang products, allowing our paid members to
have a higher exposure of their products by getting more search engine hits
and promoting their products and achieving transactions. We currently have 6
search product suppliers which are leading search engine providers like Baidu
and 360 Search and the respectively service contracts with them are renewed
on a yearly basis; (iii) for our Group’s offline products like trade catalogues
and yellow page directories, our Group also engage a printing supplier that
provides industry and commerce catalogue and yellow pages printing services.
The Group has been cooperating with the printing supplier for over 10 years
and a long-term service agreement has been entered.
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Save as disclosed in this annual report, none of the Directors, their close
associates or any shareholder (which to the knowledge of the directors owns
more than 5% of the Company’s issued share capital) had an interest in the
major suppliers or customers noted above.

AUDIT COMMITTEE

The Company established an audit committee on 24th July 2003 with written
terms of reference based on the guidelines set out in “A Guide for Effective
Audit Committees” published by the Hong Kong Institute of Certified Public
Accountants.

The primary duties of the audit committee are to review and supervise the
financial reporting process and internal control procedures of the Group. The
audit committee comprises two independent non-executive Directors, Mr.
Zhang Ke and Mr. Xiang Bing and a non-executive Director, Mr. Li Jianguang.
Mr. Zhang Ke is the Chairman of the audit committee.

The Audit Committee has reviewed with management of the Company
the accounting principles and practices adopted by the Group, the internal
control procedures, the annual results of the Company for the year ended
31st December 2014 and has met with external auditors and discussed the
financial matters of the Group that arose during the course of audit for the
year ended 31st December 2014. The audit committee held 4 meetings
during the year.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Directors consider that the Company had complied with the code
provisions of the Corporate Governance Code contained in Appendix 15 to
the GEM Listing Rules (applicable to the Company from January 2014 to 9th
October 2014) and the code provisions of the Corporate Governance Code
contained in Appendix 14 to the Main Board Listing Rules (applicable to the
Company from 10th October 2014 to 31st December 2014).

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 total issued share
capital was held by the public during the year ended 31st December 2014
and up to the date of this report.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

Each of the Directors and their respective close associates (as defined in the
Main Board Listing Rules) has confirmed that none of them had any business
or interest in any company that materially competes or may compete with the
business of the Group or any other conflict of interests with the interests of
the Group during the year ended 31st December 2014.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received from each of the independent non-executive
Directors a written confirmation or an annual confirmation of his
independence pursuant to Rule 5.09 of the GEM Listing Rules (before 10th
October 2014) and Rule 3.13 of the Main Board Listing Rules (from 10th
October 2014 to 31st December 2014) and the Company considers the
independent non-executive Directors are or have remained independent.

PRE-EMPTIVE RIGHTS

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

PURCHASE, SALE OR REDEMPTION OF SECURITIES
Pursuant to the employees’ share award scheme adopted in November 2011,
trustee purchased an aggregate of 2,992,000 shares as awarded shares
during the year ended 31st December 2014.

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the shares of the Company during the year ended 31st
December 2014.

AMOUNT OF CAPITALISED INTEREST

Save as disclosed in this report, no interest has been capitalised by the Group
during the year.

AUDITORS

The financial statements have been audited by PricewaterhouseCoopers who
retire and, being eligible, offer themselves for re-appointment.

By order of the Board
HC International, Inc.
Guo Jiang
Chief Executive Officer and Executive Director

Beijing, PRC, 30th March 2015
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INTRODUCTION

Maintaining high standards of business ethics and corporate governance
practices has always been one of the Company’s goals. This corporate
governance report describes its corporate governance practices, explains the
applications of the principles of the Code on Corporate Governance contained
in Appendix 14 of the Main Board Listing Rules (the “Code"”) and deviations,
if any.

CORPORATE GOVERNANCE PRACTICES

The Company has complied no more or less with the provisions of the
Code. The Company believes that by achieving high standard of corporate
governance, the corporate value and accountability of the Company can
be enhanced and the shareholders’ interests can be maximised. The Board
has continued to monitor and review the Company’s progress in respect of
corporate governance practices to ensure compliance. Meetings were held
throughout the year and where appropriate, circulars and other guidance
notes were issued to the Directors and senior management of the Company
to ensure awareness to issues regarding corporate governance practices.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the corporate governance functions
set out in code provision D3.1 of the Code. As at the date of this report, the
Board has reviewed and monitored: (a) the Company’s corporate governance
policies and practices, (b) training and continuous professional development
of directors and senior management, (c) the Company’s policies and practices
on compliance with legal and regulatory requirements, (d) the Company’s
code of conduct and (e) the Company’s compliance with the Code disclosures
requirements.

DIRECTORS" AND EMPLOYEES’ SECURITIES
TRANSACTIONS

The Company has adopted written guidelines regarding Directors’ securities
transactions on terms not less than the required standard of dealings as
setout in Rules Appendix 10 to the Main Board Listing Rules. Having made
specific enquiry of all Directors, the Directors have complied with such code
of conduct and the required standard of dealings and its code of conduct
regarding securities transactions by Directors throughout the year ended 31st
December 2014.

On 20th March 2006, the Board also adopted written guidelines on terms not
less than the required standard of dealings for relevant employees in respect
of their dealings in the securities of the Company. Prior to the adoption
of such an internal code of conduct regarding securities transactions by
employees, relevant employees who had in their possession of price-sensitive
information were formally briefed on the dealing restrictions in relation to
the securities of the Company at management meetings during the reporting
period.
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THE BOARD OF DIRECTORS

Composition

As at the date of this report, the Board comprises nine Directors, of whom
four are executive Directors, two are non-executive Directors and three are
independent non-executive Directors. The participation of non-executive
Directors in the Board provides the Company with a wide range of expertise
and experience, and plays an important role in the work of the Board and
brings independent judgement on issues relating to the Company’s strategy,
performance, conflicts of interest and management process to ensure that
the interests of all shareholders of the Company have been duly considered.
All Directors have given sufficient time and attention to the affairs of the
Company. Each executive Director has sufficient experience to hold the
position so as to carry out his/her duties effectively and efficiently.

In full compliance with Rules 5.05(1) and (2) of the GEM Listing Rules (before
10th October 2014) and Rules 3.10(1) and (2) of the Main Board Listing Rules,
the Company has appointed three independent non-executive Directors, at
least one of whom has appropriate professional qualifications or accounting
or related financial management expertise. The Company has received from
each independent non-executive Director an annual confirmation of his
independence, and the Company considers such Directors to be independent
in accordance with each and every guideline set out in Rule 5.09 of the GEM
Listing Rules and Rule 3.13 of the Main Board Listing Rules.

Pursuant to the Code, the Board adopted a board diversity policy. The
Company recognise the benefits of diversity of Board members, and will
ensure that the Board has a balance of skills, experiences and diversity of
prospect appropriate to the Company’s business need prospectus.

The Board as at 31st December 2014 comprised:
Executive Directors
Guo Fansheng (Chairman), Guo Jiang (Chief Executive Officer), Lee Wee Ong

(Chief Financial Officer), Yang Ning (President)

Non-executive Directors
Li Jianguang, Guo Wei

Independent non-executive Directors
Zhang Ke, Xiang Bing, Zhang Tim Tianwei

Except that Mr. Guo Fansheng (Chairman) is the uncle of Mr. Guo Jiang
(Chief Executive Officer), there are no financial, business, family or other

relationships among the members of the Board.

All independent non-executive Directors are identified as such in all corporate
communications containing the names of the Directors.
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Board meetings and general meetings

The Board meets in person or through other electronic means of
communication at least four times every year. At least 14 days’ notice of
all board meetings were given to all Directors (unless waived in accordance
with the Articles of Association of the Company), who were all given an
opportunity to include matters in the agenda for discussion. The Board
secretary of the Company (the “Board Secretary”) assists the Chairman in
preparing the agenda for the meeting, and ensures that all applicable rules
and regulations regarding the meetings are observed. The meeting agenda
and accompanying board papers are sent to all Directors prior to meetings.
During the financial year ended 31st December 2014, 9 Board meetings and 2
general meetings were held and the following is an attendance record of the
meetings by each Director:

Attendance
Board
Meetings

General
Meetings

Executive Directors

Guo Fansheng 8/9 1/2
Guo Jiang 9/9 2/2
Lee Wee Ong 9/9 2/2
Yang Ning 8/8 m”m

Non-executive Directors
Li Jianguang 9/9 0/2
Guo Wei 7/8 0/2

Independent non-executive Directors

Zhang Ke 9/9 1/2

Xiang Bing 6/9 0/2

Zhang Tim Tianwei 7/9 0/2
Notes:

(1) Two general meetings of the Company was held during the financial year ended
31st December 2014.

(2)  Non-executive Directors (including independent non-executive Directors) have
been invited by the Company but some of them were unable to attend the
general meeting held during the year due to other engagements. The non-
executive Directors actively participates in the Board and will attend the general
meetings of the Company if possible.

(3)  Excluding Board meeting at which relevant Director is required to abstain pursuant
to the GEM Listing Rules (before 10th October 2014) and Main Board Listing Rules
(from 10th October 2014) and/or the Articles of Association of the Company.
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During regular meetings of the Board, the Directors discuss and formulate the
overall strategies of the Company, monitor financial performances and discuss
the annual and interim results, set annual budgets, as well as discuss and
decide on other significant matters.

The Board Secretary records the proceedings of each Board meeting in detail
by keeping detailed minutes, including all decisions made by the Board
together with concerns raised and dissenting views expressed (if any). Drafts
of board minutes are circulated to all Directors for comments and approval
as soon as practicable after the meeting. All minutes are open for inspection
at any reasonable time on request by any Director. All Directors have access
to relevant and timely information at all times as the Chairman ensures that
management will supply the Board and its committees with all relevant
information in a timely manner.

Delegation by the Board

The Company has set out the respective functions and responsibilities reserved
to the Board and those delegated to management. The Board delegates day
to day operations of the Group to executive Directors and senior management
while reserving certain key matters for its approval. The Board is responsible
for the approval and monitoring of the Company’s overall strategies and
policies; approval of business plans; evaluating the performance of the
Company and oversight of management. It is also responsible for promoting
the success of the Company and its businesses by directing and supervising
the Company'’s affairs.

Decisions of the Board are communicated to the management through
executive Directors who have attended at board meetings.

INDUCTION AND PROFESSIONAL DEVELOPMENT

Newly appointed Directors will receive guideline and reference materials to
enable them to familiarize with the Group’s business operations and the
Board'’s polices.

Directors are encouraged to participate in continuing professional
development to develop and refresh their knowledge and skills. The Company
has circulated to Directors training materials relevant to the directors duties
and responsibilities and prepared a training record and the Directors have
reviewed the training materials.
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During the reporting period, all Directors have participated in continuous
professional development by attending training course or reading relevant
materials on the topics related to corporate governance and regulations, and
the individual training record is summaries below:

Attending seminar(s)/

Name of Directors relevant materials

Executive Director

Guo Fansheng Yes
Guo Jiang Yes
Lee Wee Ong Yes
Yang Ning Yes

Non-executive Directors
Li Guanguang Yes
Guo Wei Yes

Independent non-executive Directors

Zhang Ke Yes
Xiang Bing Yes
Zhang Tim Tianwei Yes

Term of Appointment and Re-election

Under the provision A.4.1, non-executive Directors should be appointed for
a specific term, subject to re-election. Each of the existing non-executive
Directors, namely Mr. Li Jianguang, Mr. Guo Wei, Mr. Zhang Ke, Dr.
XiangBing, and Mr. Zhang Tim Tianwei was appointed for a fixed term of one
year, subject to rotation and/or re-election at the annual general meeting of
the Company, as specified by the Articles of Association of the Company.
Under the provision A.4.2, all directors appointed to fill a casual vacancy
should be subject to election by shareholders at the first general meeting after
their appointment and every director, including those appointed for a specific
term, should be subject to retirement by rotation at least once every three
years.

On 10th November 2006, a special resolution was passed by the shareholders
of the Company to approve the amendments to the Company’s Articles of
Association to ensure compliance with the Code. Pursuant to the amended
provisions of the Articles of Associations of the Company, any Director
appointed by the Board shall hold office only until the next following general
meeting of the Company (in the case of filling a casual vacancy) or until
the next following annual general meeting of the Company (in the case of
an addition to the Board), and shall then be eligible for re-election at that
meeting. At each annual general meeting, one-third of the Directors for the
time being (or, if their number is not a multiple of three (3), the number
nearest to but not less than one-third) shall retire from office by rotation,
provided that every Director (including those appointed for a specific
term)shall be subject to retirement by rotation at least once every three years.
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CHAIRMAN AND THE CHIEF EXECUTIVE OFFICER

To improve transparency and independency, the roles of the Chairman
and the chief executive officer of the Company are segregated and are not
exercised by the same individual.

The Chairman is responsible for ensuring that the Board functions effectively
and smoothly. In doing so, the Chairman ensures that good corporate
governance practices and procedures are established and followed, and that
all Directors are properly briefed and received all relevant information prior to
each meeting.

Mr. Guo Fansheng, who assumes the role of the Chairman, is responsible
for overseeing the implementation of corporate strategies of the Company.
Mr. Guo Jiang, who assumes the role of the chief executive officer of the
Company, is responsible for overseeing the day-to-day operations of the
Company.

REMUNERATION COMMITTEE

The Remuneration Committee was established on 20th March 2006. As
at 31st December 2014, the chairman of the committee is Mr. Zhang Ke
(independent non-executive Director) and other members include Mr. Guo
Jiang (executive Director), Mr. Guo Wei (non-executive Director), Dr. Xiang
Bing (independent non-executive Director) and Mr. Zhang Tim Tianwei
(independent non-executive Director).

During the year, the Remuneration Committee was responsible for
formulating and recommending the Board in relation to the remuneration
policy, determining the remunerations of executive Directors and members
of the senior management of the Company, and reviewing and making
recommendations on the Company’s share option scheme and share award
scheme, bonus structure, provident fund and other compensation-related
issues. The Remuneration Committee consults with the Chairman and/or the
chief executive officer of the Company on its proposals and recommendations.

The Remuneration Committee is provided with other resources enabling
it to discharge its duties such as the access to professional advice if and
when necessary. For the financial year ended 31st December 2014, the
Remuneration Committee held 1 meeting. The individual attendance record
of each member is as follows:

Members Attendance

Zhang Ke 11
Xiang Bing 11
Zhang Tim Tianwei 11
Guo Wei 11
Guo Jiang 11
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Full minutes of the Remuneration Committee’s meetings are properly
kept by the Company. In line with practices consistent with meetings
of the Board and other committee meetings, draft and final versions of
Remuneration Committee meeting minutes are circulated to all members of
the Remuneration Committee for comments, approval and record as soon as
practicable after each meeting.

At the meetings of the Remuneration Committee held in the period under
review, the members of the Remuneration Committee have reviewed the
Group's remuneration policy and discussed the remuneration packages of
Directors and senior management for the forthcoming financial year.

The emoluments of the Directors and the management are determined
based on the operating results of the Company, individual performance and/
or prevailing market conditions. The Company has also adopted the Share
Option Scheme and Share Award Scheme as an incentive to Directors and
senior management.

NOMINATION COMMITTEE

With effect from 20th March 2012, the Company established the Nomination
Committee and written terms of reference of the nomination committee have
been adopted. As at the date of this report, the chairman of the Nomination
Committee is Mr. Guo Fansheng (executive Director) and other members
include Mr. Zhang Ke (independent non-executive Director) and Mr. Zhang
Tim Tianwei (independent non-executive Director). The Nomination Committee
is responsible for reviewing the structure, size, diversity and composition of
the Board, identifying individual suitably qualified to become Board members,
selecting or making recommendation to the Board on selection of individuals
nominated for directorship, assessing the independence of independent
non-executive Director and making recommendation to the Board on the
appointment or reappointment of Directors and succession planning for
Directors. During the year ended 31st December 2014, the Nomination
Committee also reviewed the structure and composition of the Board.

New Directors are selected on the basis of their qualifications, skills and
experience which the Nomination Committee considers will make a positive
contribution to the performance of the Board.

In August 2013, amendments to the written terms of reference of the
nomination committee have been adopted. In deciding the composition
of the Board, the Company will consider the Board diversity from various
perspectives, including but not limited to sex, age, cultural and academic
background, race, professional experience, skills, knowledge and terms of
services.
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For the financial year ended 31st December 2014, the Nomination Committee
held 1 meeting. The Individual attendance record of each members is as
follows:

Members Attendance

Guo Fansheng 1
Zhang Ke 1
Zhang Tim Tianwei 1

AUDIT COMMITTEE AND ACCOUNTABILITY

Management of the Company provides all relevant information and records
to the Board enabling the Board to make assessment and to prepare the
financial statements and other financial disclosures. In full compliance with
Rules 5.28 and 5.33 of the GEM Listing Rules (before 10th October 2014)
and Rules 3.21 and 3.23 of the Main Board Listing Rules (from 10th October
2014), the audit committee of the Company (“Audit Committee”) was
established in July 2003 and is currently chaired by Mr. Zhang Ke, (independent
non-executive Director). Other members of the Audit Committee include Mr.
Li Jianguag (non-executive Director) and Mr. Xiang Bing (independent non-
executive Director).

During the year, the Audit Committee’s primary duties include ensuring the
Company'’s financial statements, annual and interim reports, and the auditor’s
report present a true and balanced assessment of the Company’s financial
position; reviewing the Company’s financial control, internal control and risk
management systems; and reviewing the Company’s financial and accounting
policies and practices.

The Audit Committee is provided with sufficient resources enabling it to
discharge its duties. For the financial year ended 31st December 2014, the
Audit Committee held 4 meetings. The individual attendance record of each
member is as follows:

Members Attendance

Zhang Ke 4/4

Xiang Bing 2/4

Li Jianguang 4/4
80 HC International, Inc. - Annual Report 2014
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The Audit Committee has reviewed with management of the Company the
accounting principles and practices adopted by the Group, the internal control
procedures, the financial results of the Group during the year ended 31st
December 2014 and met with external auditors and discussed the financial
matters of the Group that arose during the course of audit during the year
ended 31st December 2014. In the opinion of the Audit Committee, there
are no material uncertainties relating to events or conditions that may cost
significant doubt on the Group’s ability to continue as a going concern. There is
no disagreement between the Board and the Audit Committee regarding the
selection, appointment, resignation or discussion of the external auditors.

Full minutes of all Audit Committee meetings are properly kept by the
Company. In line with practices consistent with meetings of the Board and
other committee meetings, draft and final versions of Audit Committee
meeting minutes are circulated to all members of the Audit Committee for
comments, approval and record as soon as practicable after each meeting.

The Directors’ responsibilities for the financial statements and the
responsibilities of the external auditors to the shareholders are set out on
pages 85 to 86 of this report.

AUDITOR’S REMUNERATION

The Audit Committee is responsible for considering the appointment of
the external auditors and reviewing any non-audit function performed by
external auditors, including whether such non-audit functions could lead to
any potential material adverse effect on the Company. The Group's external
auditor is PricewaterhouseCoopers. The remuneration paid or payable to the
external auditor of the Group during the Reporting Period comprised fees
for audit services of HKD2,680,000 (2013: HKD2,480,000) and HKD963,000
(2013: HKD1,100,000) for other services.

COMPANY SECRETARY

The Company engages an external service provider to provide company
secretarial services and Ms. Kwong Yin Ping Yvonne is appointed as the
Company Secretary. The primary contact person in the Company for Ms.
Kwong in relation to corporate secretarial matters is Mr. Lu Qingguo, the
Board Secretary and the General Counsel of the Company.
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SENIOR MANAGEMENT REMUNERATION

Senior management remuneration by band
The emoluments fell within the following bands:

SREEA B

rARB S BREEAEHE
HegEmT

Number of individuals

AE

2014
—s-mE

Nil to HKD1,000,000

Z£ 21,000,000/ 7T
HKD1,000,000 to HKD2,000,000
1,000,000/ 7C £ 2,000,000/ 7T
HKD2,000,000 to HKD3,000,000
2,000,000 7T 23,000,000/ 7T

INTERNAL CONTROL

The Board is responsible for maintaining sound and effective internal control
systems for the Group to safeguard the Company’s assets and shareholders’
interests, as well as for reviewing such systems’ effectiveness. The Board
conducts review of the Company’s internal control systems periodically,
covering financial, operational and compliance controls and risk management
functions. In such review, the Board has considered factors such as changes
since the last review; scope and quality of management’s monitoring of
risks; incidence of significant control failings and weaknesses identified; and
effectiveness relating to financial reporting and compliance with the Listing
Rules.

INVESTOR RELATIONS

The Company discloses all necessary information to the shareholders
incompliance with the Listing Rules. The Directors host the annual general
meeting each year to meet the shareholders of the Company and answer
their enquiries (if any). The Directors make efforts to attend annual general
meetings so that they may answer any question raised by the shareholders of
the Company.

The proceedings of the annual general meetings are reviewed from time
to time to ensure the Company conforms to the best practices regarding
corporate governance.

The Company also communicates with its shareholders through its annual,
interim and quarterly reports. The directors, company secretary or other
appropriate members of senior management also respond to inquiries from
shareholders and investors promptly.

A Shareholders communication policy was reviewed and updated on 20th
March 2012 to comply with code provision E.1.4 of the Code.
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Procedures for Directing Shareholders’ Enquiries to the
Board

Shareholders may at any time send their enquiries and concerns to the Board
in writing through the Investor Relations Department of the Company whose
contact details are as follows:

Tower B, Jingyi Technical Building
No. 9 Dazhongsi East Road
Haidian District

Beijing 100098

The People’s Republic of China
Email: ir@hcgroup.com

Tel No: (8610) 6229 8811

Fax No: (8610) 6229 8877

Investor Relations Department of the Company handles both telephone and
written enquiries from Shareholders from time to time.

Shareholders’ enquiries and concerns will be forwarded to the Board and/or
relevant Board Committees of the Company, where appropriate, to answer
the Shareholders’ questions.

Procedures for putting Forward Proposals at General
Meetings by Shareholders

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

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

The procedures for Shareholders to propose a person for election as a Director
is posted on the Company’s website at http://www.hcgroup.com.
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Independent Auditor’s Report
N AR S

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF HC INTERNATIONAL, INC.
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of HC International,
Inc. (the “Company”) and its subsidiaries (together, the “Group”) set out
on pages 87 to 196, which comprise the consolidated and company balance
sheets as at 31st December 2014, and the consolidated statement of
comprehensive income, the consolidated statement of changes in equity and
the consolidated cash flow statement for the year then ended, and a summary
of significant accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as a
body, 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.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation of
consolidated financial statements that give a true and fair view in order to
design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates
made by the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

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

OPINION

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

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 30th March 2015
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Consolidated Statement of Comprehensive Income

A= R

For the year ended 31st December 2014 #HE—-Z

—MFEF—A=Ft—HILFE

2014 2013
—2-NF —F=F
RMB’000 RMB’'000
AR¥T T ARETTT
Revenue HERA 5 966,637 837,721
Cost of revenue SHEMR AR 33 (72,433) (68,203)
Gross profit EF 894,204 769,518
Other income Hitpg A 32 9,706 3,473
Selling and marketing expenses SHEMTHEEER 33 (530,578) (482,289)
Administrative expenses THER 33 (179,396) (120,791)
Operating profit SR T 193,936 169,911
Finance income EUE AN 35 31,779 16,555
Finance cost IR ID 35 (4,951) (340)
Share of post-tax losses of associates ShERE R BRI E R 12 (477) -
Share of post-tax profits of joint ventures AMEEERBREE =T 13 801 -
Profit before income tax BT e ANG A 221,088 186,126
Income tax expense S fim s 36 (37,827) (34,592)
Profit for the year RERZ @A 183,261 151,534
Other comprehensive income/(loss): Hi2mERA S (EE)
Items that may be reclassified subsequently to ,ﬁf BR[EH DR Em
profit or loss EH
Fair value gain on available-for-sale At ESREE 24
financial assets NS ELE 16,067 -
Currency translation difference EHEN =R 24 2,355 (2,692)
Total comprehensive income for the year, AEE2HEURALEEE -
net of tax MR EIE 201,683 148,842
Profit attributable to: TAAT SR :
Equity holders of the Company RARE=RFEEA 187,633 153,326
Non-controlling interests EiSlilgriE (4,372) (1,792)
183,261 151,534
Total comprehensive income attributable to: T3 A T/EE 2 EW A 42%E ¢
Equity holders of the Company RABIERBAA 206,055 150,634
Non-controlling interests FEIERRRE RS (4,372) (1,792)
201,683 148,842
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VAN et i=DAN v
= 'G'T' %’*\/T\ = J'I&ﬁﬁ
For the year ended 31st December 2014 #HZE-Z—NF+-A=+—HItFE

2014

—E2-F

Earnings per share attributable to the equity AR BRI H AJENL

holders of the Company (expressed in FIRBEF (AR AR

Renminbi (“RMB”) per share) [ARX 1%1E)
Basic earnings per share FREAREF 38 0.2833 0.2634
Diluted earnings per share G EE AT 38 0.2729 0.2489

The notes on pages 94 to 196 are an integral part of these consolidated — #94=196 8 2 ik A& HIIEHRE ZBEHD °

financial statements.

2014
—s-—msE

Note RMB’000
Wit ARET T

Dividends = 39 -

2013

RMB’000
AERBTT
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Consolidated Balance Sheet

HEE

As at 31st December 2014

Bigk

R-ZF—MF+=-A=+—H

2014 2013
—E-MmE —E—=F
RMB’000 RMB’'000
ARET T ARETFT
Assets EE
Non-current assets FRBEE
Land use rights b fE RE 6 180,882 185,619
Intangible assets EHEE 7 105,687 5
Property, plant and equipment W - R M RAE 8 296,052 214,586
Investment properties wEE 9 194,974 39,518
Properties under development BREAPYE 10 359,415 208,268
Deferred income tax assets BIEFSHEE 30 4,452 3,208
Long term deposits, prepayments and KRS - BARIER 16
other receivables HAtb fEUWGRIA 92,649 77,905
Investment in associates REEERE] 2 IRE 12 45,523 20,000
Investment in joint ventures REERAZIE 13 270,840 -
Available-for-sale financial assets At ESREE 15 174,267 -
1,724,741 749,109
Current assets REBEE
Trade receivables FEUBR TR 16 31,692 11,421
Deposits, prepayments and other receivables — #&& - JA{TFIE & 16
H e k8 57,467 33,188
Direct selling costs HEEIHERA 17 113,746 136,353
Inventory FE 18 520 -
Amount due from a related company L NI E O] 20 - 1,622
Cash and cash equivalents ﬁﬁ&ﬁé—iwﬁ% 21 1,321,989 1,025,089
1,525,414 1,207,673
Total assets BEE 3,250,155 1,956,782
Equity &z
Equity attributable to the Company’s AP E)ERISE ARLER
equity holders
Share capital R 23 66,465 65,865
Other reserves H b1 24 741,008 666,239
Retained earnings Bzl 352,807 165,174
1,160,280 897,278
Non-controlling interests RS 154,887 113,196
Total equity R 1,315,167 1,010,474
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Consolidated Balance Sheet
EHEERE

As at 31st December 2014 WZ—Z—WNF+_A=+—H

2014 2013
—ZT—F —E—=F

RMB’000 RMB'000
ARBTR ARBTT

Liabilities af&
Non-current liabilities FRBEE
Deferred income tax liabilities RIEFETAE 30 23,987 14,009
Non-current portion of finance lease obligation Fi &M E & T2 IERENIHD 26 979 1,323
Deferred government grants IEIE TR AT+ B 22 206,300 206,300
Non-current portion of bank borrowings RITEE 2 FERNERE 28 32,766 24,838
Non-current portion of other borrowings HEEE 2 IERNERE 28 8,373 77,649
Issued convertible bonds — liability portion EEITARRES - 8E&HD 29 553,956 -
Receipt in advance TEURIE 19 519,532 -
1,345,893 324,119
Current liabilities REAE
Trade payables FETERR 27 2,988 2,622
Accrued expenses and other payables fETE BB & HAh FE St 08 27 72,782 64,643
Current portion of bank borrowings IRITEEZ BIEE D 28 90,000 -
Current portion of other borrowings Hib g &z BEE o 28 8,525 11,184
Current portion of finance lease obligation BEHEREZREH D 26 1,175 759
Deferred revenue B A 27 371,747 502,734
Other taxes payable Hh fE AR 31 15,357 17,811
Income tax payable FESIPTISE 31 26,521 22,436
589,095 622,189
Total liabilities weEd 1,934,988 946,308
Total equity and liabilities BEZREE 3,250,155 1,956,782
Net current assets RBEEEE 936,319 585,484
Total assets less current liabilities HEERRBARE 2,661,060 1,334,593

The consolidated financial statements on pages 87 to 196 were approved by  $87F196B Y A EHREAN —T—RE=A=+

the Board of Directors on 30th March 2015 and were signed on its behalf. AESESHAETHR T EERREEFGEE -
GUO lJiang LEE Wee Ong
Director Director
E1518 LEE Wee Ong
EE EE3

The notes on pages 94 to 196 are an integral part of these consolidated — $94%E 1968 7 Mt AA I EHRE 2 BEED -
financial statements.
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Balance Sheet
BEAER

As at 31st December 2014 WZ-_Z—WNF+_A=+—H

2014 2013
—F-MF —T=fF
RMB’000 RMB’'000
ARET T ARETFT
Assets EE
Non-current asset FEREEE
Investments in subsidiaries NN 3y 11 1,956 1,956
1,956 1,956
Current assets REEE
Loan to a subsidiary ERFHERA 11 1,151,769 572,050
Other receivables H b fE A 16 - 178
Cash and cash equivalents BeNESEED 21 5 5
Total current assets BREEE 1,151,774 572,233
Total assets wWEE 1,153,730 574,189
Equity =
Equity attributable to the Company’s RATEREEE ABGERS
equity holders
Share capital f% 7 23 66,465 65,865
Other reserves H i 24 639,232 582,910
Accumulated losses 2xtEiE 24 (106,516) (75,133)
Total equity R 599,181 573,642
Liabilities afE
Non-current liability FRBAE
Issued convertible bond — liability component B E{TA[ R ES — BEHH 29 553,956 -
553,956 -
Current liability REAE
Accrued expenses and other payables fEET & B K H AL e FE 27 593 547
Total liabilities wWaE 554,549 547
Total equity and liabilities BEZREE 1,153,730 574,189
Net current assets RBEEFE 1,151,181 571,686
Total assets less current liabilities BEERABHERS 1,153,137 573,642

The financial statements on pages 87 to 196 were approved by the Board of  $£87Z196BE Y W HMENR T —AF=A=+HE
Directors on 30th March 2015 and were signed on its behalf. EFZEHAETH TIEERREFTFES -

GUO Jiang LEE Wee Ong
Director Director
E118 LEE Wee Ong
EF BE

The notes on pages 94 to 196 are an integral part of these consolidated — $94Z196 8 2 Wit AAHIBRER ZBELH D »
financial statements.
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Consolidated Statement of Changes in Equity

For the year ended 31st December 2014 #HE—-ZF

FHEREENR

—HE+ZA=+—RHILFE

Attributable to the Company's

equity holders
ARRBHRE AL
Non-
Share Other  Retained controlling
Note capital reserves  earnings  Sub-total  interests Total
BA  HiigE  RERA Nt FERRER st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETR ARETT ARETT ARETn

Balance at 1st January 2013 W-ZE-=F-f—-B&% 58,167 275,769 11,848 345,784 96,908 442,692
Comprehensive income 2EBA
Profit for the year REFEF - - 153,326 153,326 (1,792) 51,534
Other comprehensive loss Htt2EEE
Currency translation difference EHEHZR 24 - (2,692) - (2,692) - (2,692)
Total comprehensive income FENAEE - (2,692) 153,326 150,634 (1,792) 148,842
Transactions with owners BREARTZRS
Shares purchased under share award scheme  RIERMEEEHEEAZRG 24 - (84,650) - (84,650) - (84,650)
Share based compensation - value of WYz HE-EE

employee services FRiEE 24 - 22,566 - 22,566 - 22,566
Issuance of new shares BITEHRG 23 5,659 402,274 - 407,933 - 407,933
Exercise of share options 1TiEEERE 23,24 2,039 20,847 - 22,886 - 22,886
Change in ownership interests in subsidiaries 8% A E5IiEM F AT

without change of control EREY 25 - 32,125 - 32,125 17,875 50,000
Contribution from non-controlling interests ~ 3EiRRRIEZTE 25 - - - - 205 205
Total transactions with owners ERENETZRPHE 7698 393,162 - 400,860 18080 418940
Balance at 31st December 2013 RZB-=%+_A

=+—R&# 65,865 666,239 165,174 897,278 113,196 1,010,474

Balance at 1st January 2014 RZZ-MmE-A-BE#H 65,865 666,239 165,174 897,278 113,196 1,010,474
Comprehensive income 2EBA
Profit for the year REERT - - 187633 187,633 4372 183,261
Other comprehensive income Ht2EBA
Fair value gain on available-for-sale AHHESRERE,

financial assets, net of deferred tax ATERE  MRETEH A4 - 16,067 - 16,067 - 16,067
Currency translation difference ERETZE 24 - 2,355 - 2,355 - 2,355
Total comprehensive income 2ABALE - 18,422 187,633 206,055 4,372) 201,683
Transactions with owners BREAETZRE
Shares purchased under share award scheme  RIERMHEFHEBEAZRG 24 - (30,848) - (30,848) - (30,848)
Convertible bond - equity component R ES-ERTD 29 - 50,858 - 50,858 - 50,858
Share based compensation - value of MRG TRz wE-EE

employee services FRiEEE 24 - 29,912 - 29,912 - 29,912
Exercise of share options e R 23,24 600 6,353 - 6,953 - 6,953
Non-controlling interests arising on EHaiEE FEEES

business combination 14 - - - - 45,965 45,965
Change in ownership interests in subsidiaries &% A= iEM F AT

without change of control ey ) 25 - 72 - 72 9% 170
Total transactions with owners HEENETZR T 600 56,347 - 56,947 46,063 103,010
Balance at 31st December 2014 RZE-NE+-A

=+-B#% 66,465 741,008 352,807 1,160,280 154,887 1,315,167

The notes on pages 94 to 196 are an integral part of these consolidated

financial statements.
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Consolidated Cash Flow Statement

Vf/aufamb i‘%

For the year ended 31st December 2014 #HE—-Z

—MFEF—A=Ft—HILFE

2014
—mE
RMB'000
AR¥ETR
Cash flows from operating activities REXBoBERE
Cash generated from operations REEEIRS 40() 503,531 174,539
Interest received 2UF B 31,779 16,555
Interest paid BERFLE (991) (340)
Government grant received B TED = 197,000
The People’s Republic of China (“PRC") B %ﬁ)\ﬁ Sl
income tax paid (THRE ) FTfEH (36,689) (23,056)
Net cash generated from operating activities LXK RERETFHE 497,630 364,698
Cash flows from investing activities RETHZRERE
Acquisition of subsidiaries, net of cash acquired WK B AR (IR EEIIRS) 14 (85,379) -
Purchase of property, plant and equipment BAME - WERRE (87,914) (32,149)
Prepayment for purchases of property, BAME  BER
plant and equipment REANFIE - (22,800)
Purchase of intangible assets BEARVEE (408) -
Acquisition of land use rights and WiiE T A R E A
investment properties (151,147) (208,269)
Proceeds from disposal of property, ﬁ%#@% =&
plant and equipment RABETIS IR 40(b) 820 880
Loans to an associate and employees ERTHMENNES (48,380) (2,333)
Loan repayment received from a third party EWE=FRIESEE
and employees 28,868 7,937
Investment in available-for-sale financial assets R ECRHEEZIRE 15 (155,025) -
Government grant received for acquisition of WEEME - BB K
properties, plant and equipment REBFTEBITE R - 9,300
Investment in associates REENRZRE (26,000) (20,000)
Investment in joint ventures REEDNRIZEE (270,039) -
Net cash used in investing activities RETBZRERLFHE (794,604) (267,434)
Cash flows from financing activities METH2RERE
Issuance of new shares BATEARD 23,24 = 407,933
Proceeds from bank borrowings RITEEmETE 28 123,553 24,838
Proceeds from other borrowings HifEEMERIE 28 2,334 177,002
Proceeds from issuance of convertible bonds BT AR E S TS EIE 29 600,748 -
Purchase of shares under share award scheme RIER D 22BN EIE A Zﬂxﬁ} 24 (30,848) (84,650)
Repayment of bank borrowings ERRITEE 28 (25,626) -
Repayment of other borrowings EEAEMEE 28 (85,943) (88,169)
Capital contribution from non-controlling IEERR AR R+ E
shareholders 170 50,205
Exercise of share options 1T1E BRI 23,24 6,953 22,886
Repayments for finance lease obligation EERMEHERA (2,064) (3,436)
Additions of finance lease obligation M ERESE T 2,136 1,356
Net cash generated from financing activities METHRERNEE 591,413 507,965
Net increase in cash and cash equivalents Re MRS SEYIL NG HE 294,439 605,229
Cash and cash equivalents at beginning REzRERREEEY
of the year 1,025,089 422,552
Exchange gain/(loss) on cash and cash equivalents R4 RESEEY 2
ER B/ (EE) 2,461 (2,692)
Cash and cash equivalents at end of the year PNEERZBEEREESEEY 1,321,989 1,025,089
The notes on pages 94 to 196 are an integral part of these consolidated — #94% Z W RA Ot TR 2 BB -

financial statements.
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Notes to the Consolidated Financial Statements

B FIBERRMNE

94

GENERAL INFORMATION

The Group organises a business-to-business (“B2B") community across
the PRC by providing business information through both online and
offline channels. The Group operates an online market place, provides
industrial search result prioritising services through its B2B website
“hc360.com” and publishes its own trade catalogues and yellow page
directories in China. The Group is in the process of constructing a B2B
household electrical appliances business exhibition center, through the
operation of which provides vertical in-depth services and one-stop
solution for B2B buyers and sellers.

During the year ended 31st December 2014, the Group had acquired
IR KEEERMRMDBER AT (Beijing Panpass Information
Technology Co., Ltd) (“Panpass”), which is engaged in providing anti-
counterfeiting products and services to enterprises in the PRC.

As at 31st December 2014, the B2B household electrical appliances
business exhibition centre (“the business exhibition centre”) was under
development and a substantial amount of construction cost had been
incurred. As set out in Note 19 and Note 22 to these consolidated
financial statements, deposits from presale of properties of the business
exhibition centre and related government grants was received as at 31st
December 2014.

The Company is a limited liability company incorporated in the Cayman
Islands. The address of its registered office is the 4th Floor, One Capital
Place, P. O. Box 847, George Town, Grand Cayman, Cayman Islands,
British West Indies.

The Company has its primary listing on the Main Board of the Stock
Exchange since 10th October 2014.

These consolidated financial statements are presented in thousands
of units of Renminbi (RMB'000), unless otherwise stated. These
consolidated financial statements have been approved for issue by the
Board on 30th March 2015.

HC International, Inc. - Annual Report 2014
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Notes to the Congolidated Financial Statements
BHIRERMTE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The principal accounting policies applied in the preparation of the
consolidated financial statements are set out below. These policies have
been consistently applied to all the years presented, unless otherwise
stated.

(a) Basis of preparation

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
("HKFRS") issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA") and under the historical cost convention,
as modified by the revaluation of available-for-sale financial assets,
and financial assets and financial liabilities at fair value through
profit or loss, which are carried at fair value.

The consolidated financial statements are prepared in accordance
with the applicable requirements of the predecessor Companies
Ordinance (Cap. 32) for this financial year and the comparative
period.

The preparation of financial statements in conformity with HKFRS
requires the use of certain critical accounting estimates. It also
requires management to exercise its judgment in the process of
applying the Group’s accounting policies. The areas involving
a higher degree of judgment or complexity, or areas where
assumptions and estimates are significant to the consolidated
financial statements are disclosed in Note 4.

New and amended standards have been issued and effective
for the financial year beginning 1st January 2014

HKAS 32 (Amendment) Financial instruments: Presentation
— offsetting financial assets and
financial liabilities

HKFRS 10,12 and HKAS 27 Consolidation for investment
entities

HKAS 36 (Amendment) Impairment of assets on recoverable
amount disclosures

HKAS 39 (Amendment) Financial Instruments: Recognition
and Measurement — Novation of
derivatives

HK(IFRIC)-INT 21 Levies

Annual Improvements 2012
There are no HKFRSs or HK(IFRIC) interpretations that are effective

for the first time for the financial period beginning on 1st January
2014 that would have a material impact on the Group.
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Notes to the Consolidated Financial Statements

Xt el e

2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

(a) Basis of preparation (Continued)

New and amended standards have been issued but are not
effective for the financial year beginning 1st January 2014

and have not been early adopted

HKAS19 (Amendment)
EEEEHERIE 1955 (185])

Annual improvements 2012

TR

Annual improvements 2013

B -SEEENE

HKFRS 14
BAMBHRE LA 145%

HKFRS 11 (Amendment)
BB BREERE 1195 (1BET)

HKAS 16, 38 (Amendment)

EBEOLAIE16%
F385(152T)

HKAS 16, 41 (Amendment)
ARG EAE 165

EVAL D)
HKFRS 10, HKAS 28 (Amendment)

BB B E ERISE105% -
BB R85 (185])

HKAS 27 (Amendment)

AR GFHEERIE275 (1BE])

Annual improvements 2014

T -mEFERE

HKFRS 15
BAEMGREERE155

HKFRS 9
BAEMGRE AL

2 FTESHBEBEw

(a) wBEE)
WA RN = FE— 9 4E— F — AB#
ZHIBAEEAEFEMEN LN ZEETR
AEIEETER)

Effective for
accounting period
beginning

on or after
A5 B HBBER
ZENETHBREXN

Defined benefit plan 1st July 2014
B F A A —Z-mELH—A
1st July 2014

—F-mFEA—H

1st July 2014

—E-mFLA—H

Regulatory Deferral Accounts 1st January 2016
EREEEEES —Z—xE—F—H
Accounting for acquisitions of interests in joint operation 1st January 2016
B KA E RS g EhA —ZE-RF-A—H
Clarification of acceptable methods of 1st January 2016

depreciation andgmortization
PrE R IR ENEE —T-RE—A—H
Bearer Plants 1st January 2016
ERENEY —E—RF—-H—H
Sale or contribution of assets between an investor and 1st January 2016
its associate or joint venture

REEHRHEBENRSEERAACHEELEITE —T—RF—H—H
Equity Method in separate financial statement 1st January 2016
T BA TS Rk P E AR DA —E—RF—-HA—H
1stJuly 2016

—E—R"FtA—H

Revenue from Contracts with Customers 1st January 2017
P& RBBATER —T—+5—A—H
Financial instruments 1st January 2018
EEIHE —E-N\F—H—H

The Group has already commenced an assessment of the impact
of these new HKFRSs but is not yet in a position to state whether
these new HKFRSs would have a significant impact on its results of
operations and financial position.
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Notes to the Consolidated Financial Statements

BHIBERKME

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(b) Consolidation
The consolidated financial statements include the financial
statements of the Company and all of its subsidiaries made up to
31st December.

(i)

Subsidiaries

Subsidiaries are all entities (including structured entities)
over which the Group has control. The Group has control
over entities when the Group is exposed to, or has rights to,
variable returns from its involvement with the entities and has
the ability to affect those returns through its power over the
entity.

Subsidiaries are consolidated from the date on which is
transferred to the Group. They are deconsolidated from the
date that control ceases.

Business combinations

The Group applies the acquisition method to account for
business combinations. The consideration transferred for
the acquisition of a subsidiary is the fair values of the assets
transferred, the liabilities incurred to the former owners of
the acquiree and the equity interests issued by the Group.
The consideration transferred includes the fair value of any
asset or liability resulting from a contingent consideration
arrangement. Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are
measured initially at their fair values at the acquisition date.

The Group recognises any non-controlling interest in the
acquiree on an acquisition-by-acquisition basis. Non-
controlling interests in the acquire that are present ownership
interests and entitle their holders to a proportionate share
of the entity’s net assets in the event of liquidation are
measured at either fair value or the present ownership
interest’s proportionate share in the recognized amounts of
the acquiree’s identifiable net assets. All other components
of non-controlling interests are measured at their acquisition
date fair value, unless other measurement basis is required by
HKFRS.

Acquisition-related costs are expensed as incurred.

2 FESHHEBEw

(b)
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

98

(b) Consolidation (Continued)

(i)

Subsidiaries (Continued)

Business combinations (Continued)

If the business combination is achieved in stages, the
acquisition date carrying value of the acquirer’s previously
held equity interest in the acquiree is remeasured to fair value
at the acquisition date, any gains or losses arising from such
re-measurement are recognised in profit or loss.

Any contingent consideration to be transferred by the Group
is recognised at fair value at the acquisition date. Subsequent
changes to the fair value of the contingent consideration
that is deemed to be an asset or liability is recognised in
accordance with HKAS 39 either in profit or loss or as
a change to other comprehensive income. Contingent
consideration that is classified as equity is not remeasured,
and its subsequent settlement is accounted for within equity.

The excess of the consideration transferred, the amount
of any non-controlling interest in the acquiree and the
acquisition-date fair value of any previous equity interest in
the acquiree over the fair value of the identifiable net assets
acquired is recorded as goodwill. If the total of consideration
transferred, non-controlling interest recognised and previously
held interest measures is less than the fair value of the net
assets of the subsidiary acquired in the case of a bargain
purchase, the difference is recognised directly in the income
statement.

Intra-group transactions, balances and unrealised gains on
transactions between Group companies are eliminated.
Unrealised losses are also eliminated. When necessary,
amounts reported by subsidiaries have been adjusted to
conform with the Group’s accounting policies.

Changes in ownership interests in subsidiaries without change
of control

Transactions with non-controlling interests that do not result
in a loss of control are accounted for as equity transactions
- that is, as transactions with the owners of the subsidiary in
their capacity as owners. The difference between fair value
of any consideration paid and the relevant share acquired of
the carrying value of net assets of the subsidiary is recorded
in equity. Gains or losses on disposals to non-controlling
interests are also recorded in equity.

HC International, Inc. - Annual Report 2014
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Notes to the Consolidated Financial Statements

BHIBERKME

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(b) Consolidation (Continued)

(i)

(ii)

Subsidiaries (Continued)

Disposal of subsidiaries

When the Group ceases to have control, any retained interest
in the entity is re-measured to its fair value at the date
when control is lost, with the change in carrying amount
recognised in profit or loss. The fair value is the initial carrying
amount for the purposes of subsequently accounting for the
retained interest as an associate, joint venture or financial
asset. In addition, any amounts previously recognised in other
comprehensive income in respect of that entity are accounted
for as if the Group had directly disposed of the related
assets or liabilities. This may mean that amounts previously
recognised in other comprehensive income are reclassified to
profit or loss.

Separate financial statements

Investments in subsidiaries are accounted for at cost less
impairment. Cost also includes direct attributable costs of
investment. The results of subsidiaries are accounted for by
the Company on the basis of dividend and receivable.

Impairment testing of the investments in subsidiaries is
required upon receiving dividends from these investments
if the dividend exceeds the total comprehensive income of
the subsidiary in the period the dividend is declared or if the
carrying amount of the investment in the separate financial
statements exceeds the carrying amount in the consolidated
financial statements of the investee’s net assets including
goodwill.

(iii) Associates

Associates are all entities over which the Group has
significant influence but not control, generally accompanying
a shareholding of between 20% and 50% of the voting
rights. Investments in associates are accounted for using the
equity method of accounting. Under the equity method, the
investment is initially recognised at cost, and the carrying
amount is increased or decreased to recognise the investor’s
share of the profit or loss of the investee after the date of
acquisition. The Group's investment in associates includes
goodwill identified on acquisition. Upon the acquisition of the
ownership interest in an associate, any difference between
the cost of the associate and the Group’s share of the net
fair value of the associate’s identifiable assets and liabilities is
accounted for as goodwill.

2 FESHHEBEw

(b) #ZREE)

()

(i)

@iii)

WE’A‘7(ZE)
HERE 2
21»‘%.9&%? HlER - RNERZE
ARBERIBAEZTFHEER 2R
TEEFE  FEREEZHRN
BRER - EZ ARIMERE A
7 : Aﬁi%ﬁi%rgﬂﬁ%Zﬁ 41
NFEERVKBEEE - It
Gh ﬁﬁﬁﬁ@,ﬁfﬂ%@%ﬁ?ﬁu?iﬁiui
ERABAEMNSEEBOARER
PEEHEFBAEAESBE AR
ABR o ILRTREE R RT A E Mt 2 H
WAER 2 RFEEN D HEEIE% -

BURBEHE

KB R B 2 3% E T AR A RURUE
ZHERE c KATBRKREZE
EEEER - MBAR 2 EERE
Yo b R B At AR BLZ BRI

BWEIRIB AR ZIREZRE

(]85858 Elnp=FNCI) SEWI
SHEz 2ERALRE  HNEBE
FHMKR 2 REREEBRBRIRE
TREE(BREHE)RNA IR
FZEREER - RIAHEHREE
TTRIERIE ©

BERA
BENRIEMBARENEGERXN
TENEEEHIEER - TR
EBEH20%E50% 2 2 -
REERBZIREAEREEA
Bk o IRIBERE - REVIFIRBR
R WEBE IR REER
RIEEFRWE R BB D HZH
WEFER ARERBEARZ
FEBERBERRTEZEE - R
e e N A 2wy - B A A
AN B £ B A Bk 8 A B AT AR
BERBBEZATFEFIBEERE
REAEE -

BHA/BRAT - 2014FFR 99



|

Notes to the Congolidated Financial Statements
BRI RERITE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
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POLICIES (Continued)

(b) Consolidation (Continued)
(iii) Associates (Continued)

If the ownership interest in an associate is reduced but
significant influence is retained, only a proportionate share of
the amounts previously recognised in other comprehensive
income is reclassified to profit or loss where appropriate.

The Group's share of post-acquisition profit or loss is
recognised in the income statement, and its share of post-
acquisition movements in other comprehensive income
is recognised in other comprehensive income with a
corresponding adjustment to the carrying amount of the
investment. When the Group’s share of losses in an associate
equals or exceeds its interest in the associate, including any
other unsecured receivables, the Group does not recognise
further losses, unless it has incurred legal or constructive
obligations or made payments on behalf of the associate.

The Group determines at each reporting date whether there is
any objective evidence that the investment in the associate is
impaired. If this is the case, the Group calculates the amount
of impairment as the difference between the recoverable
amount of the associate and its carrying value and recognises
the amount adjacent to ‘share of profit of investments
accounted for using equity method’ in the consolidated
statement of comprehensive income.

Profits and losses resulting from upstream and downstream
transactions between the Group and its associate are
recognised in the Group’s consolidated financial statements
only to the extent of unrelated investor’s interests in the
associates. Unrealised losses are eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of associates have been
changed where necessary to ensure consistency with the
policies adopted by the Group.

Gains or losses on dilution of equity interest in associates are
recognised in the consolidated statement of comprehensive
income.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(b) Consolidation (Continued)
(iv) Joint arrangements
The Group has applied HKFRS 11 to all joint arrangements.
Under HKFRS 11 investments in joint arrangement are
classified as either joint operations or joint ventures
depending on the contractual rights and obligations each
investor. The Group has assessed the nature of its joint
arrangements and determined them to be joint ventures.
Joint ventures are accounting for using the equity method.

Under the equity method of accounting, interests in joint
ventures are initially recognised at cost and adjusted
thereafter to recognize the Group’s share of the post-
acquisition profits or losses and movements in other
comprehensive income. The Group’s investments in joint
venture include goodwill identified on acquisition. Upon
the acquisition of the ownership interest in a joint venture,
any difference between the cost of the joint venture and
the Group’s share of the net fair value of the joint venture’s
identifiable assets and liabilities is accounting for as goodwill.
When the Group's share of losses in a joint venture equals
or exceeds its interests in the joint ventures (which includes
any long-term interests that, in substance, form part of the
Group's net investment in the joint ventures), the Group does
not recognize further losses, unless it has incurred obligations
or made payments on behalf of the joint ventures.

Unrealised gains on transactions between the Group and its
joint ventures are eliminated to the extent of the Group’s
interest in the joint ventures. Unrealised losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of
the joint ventures have been changed when necessary to
ensure consistency with the policies adopted by the Group.

(c) Segment reporting
Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision-maker.
The chief operating decision-maker, who review the Group internal
report in order to assess performance and allocate resources, has
been identified as the executive directors who make strategic
decisions.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

102

(d) Foreign currency translation

(i)

(ii)

Functional and presentation currency

Items included in the financial statements of each of the
Group’s entities are measured using the currency of the
primary economic environment in which the entity operates
(“the functional currency”). The consolidated financial
statements are presented in Renminbi (“RMB”). Hong Kong
Dollars is regarded as the Company’s functional currency.

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at
the dates of the transactions or valuation where items are re-
measured. Foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation
at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the
consolidated statement of comprehensive income.

Foreign exchange gains or losses that related to borrowings
and cash and cash equivalents are presented in the
consolidated statement of comprehensive income within
‘finance income or expenses’. All other foreign exchange
gains or losses are presented in the consolidated statement of
comprehensive income.

Change in the fair value of debt securities denominated in
foreign currency classified as available for sale are analysed
between translation differences resulting from the changes
in the amortised cost of the security and other changes in
the carrying amount of the security. Translation differences
related to changes in amortised cost are recognised in
consolidated statement of comprehensive income, and
other changes in carrying amount are recognised in other
comprehensive income.

Translation differences on non-monetary financial assets and
liabilities such has equities held at fair value through profit
or loss are recognised in profit or loss as part of the fair
value gain or loss. Translation differences on non-monetary
financial assets, such as equities classified as available for sale,
are included in other comprehensive income.
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Notes to the Congolidated Financial Statements
B IS RRMITE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(d) Foreign currency translation (Continued)

(iiij) Group companies
The results and financial positions of all the Group
entities that have a functional currency different from the
presentation currency are translated into the presentation
currency as follows:

(i)  assets and liabilities for each balance sheet presented
are translated at the closing rate at the date of that
balance sheet;

(i) income and expenses for each statement of
comprehensive income are translated at average
exchange rates (unless this average is not a reasonable
approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case
income and expenses are translated at the dates of the
transactions); and

(i) all resulting exchange differences are recognised in

other comprehensive income.

(e) Land use rights

()

Land use rights are recorded at cost less subsequent accumulated
amortisation and accumulated impairment losses, if any. Land use
rights are amortised using the straight-line method over their lease
terms from 40 to 50 years.

Investment property

Investment property, principally comprising leasehold land
and buildings, is held for long-term rental yields or for capital
appreciation or both, and that is not occupied by the Group. It also
includes properties that are being constructed or developed for
future use as investment properties. Investment property is initially
measured at cost, including related transaction costs and where
applicable borrowing costs. After initial recognition, investment
properties are carried at carrying values, representing cost less
depreciation and impairment provision. Depreciation is calculated
using the straight-line method to allocate their cost to their residual
values over their estimated useful lives of 40 years.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
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(9)

(h)

Properties under development

Properties under development are stated at the lower of cost and
net realisable value. Net realisable value takes into account the
price ultimately expected to be realised, less applicable variable
selling expenses and anticipated cost to completion. Development
cost of property comprises construction costs, cost of land use
rights, borrowing costs, and professional fees incurred during
the development period. On completion, the properties are
transferred to completed properties held for sale. Properties under
development are classified as current assets unless those will not
be realised in one normal operating cycle.

Property, plant and equipment

Property, plant and equipment, comprising buildings, computer
and telecommunications equipment, fixtures, fittings and office
equipment, leasehold improvements and motor vehicles, are stated
at cost less accumulated depreciation and accumulated impairment
losses, if any. Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured
reliably. The carrying amount of the replaced part is derecognised.
All other repairs and maintenance are charged to the consolidated
statement of comprehensive income during the financial period in
which they are incurred.

Motor vehicles classified as finance lease commences depreciation
from the time when the assets become available for its intended
use. Depreciation of property, plant and equipment is calculated
using the straight line method to allocate their cost to their residual
values over its estimated useful lives, at the following rates per
annum:

Leasehold improvements

HEMEERE

Buildings

B'F

Computer and telecommunications equipment
B R B

Fixtures, fittings and office equipment

FRE  EHERNAERE

Motor vehicles

T
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Notes to the Congolidated Financial Statements
B IS RRMITE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(h) Property, plant and equipment (Continued)

0]

The assets residual values and useful lives are reviewed, and
adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than
its estimated recoverable amount (Note 2(j)).

Gains or losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognised within
administrative expenses in the consolidated statement of
comprehensive income.

Construction in progress represents property, plant and equipment
under construction or pending installation and is stated at cost less
impairment losses, if any. No provision for depreciation is made
on assets under construction in progress until such time as the
relevant assets are completed and available for their intended use.
On completion, the relevant assets are transferred to property,
plant and equipment at cost less accumulated impairment losses.

Intangible assets

(i) Goodwill
Goodwill arises on the acquisition of subsidiaries represents
the excess of the consideration transferred, the amount
of any non-controlling interest in the acquiree and the
acquisition-date fair value of any previous equity interest in
the acquiree over the fair value of the identified net assets
acquired.

For the purpose of impairment testing, goodwill acquired
in a business combination is allocated to each of the cash-
generating units (“CGUs"), or groups of CGUs, that is
expected to benefit from the synergies of the combination.
Each unit or group of units to which the goodwill is allocated
represented the lowest level within the entity at which the
goodwill is monitored for internal management purposes.
Goodwill is monitored at the operating segment level.

Goodwill impairment reviews are undertaken annually
or more frequently if events or changes in circumstances
indicate a potential impairment. The carrying value of the
CGU containing the goodwill is compared to the recoverable
amount, which is the higher of value in use and the fair
value less costs of disposal. Any impairment is recognised
immediately as an expense and is not subsequently reversed.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
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0]

@

Intangible assets (Continued)

(ii) Contractual customer/distributor relationship
Contractual customer/distributor relationships acquired
in a business combination are recognised at fair value at
the acquisition date. The contractual customer/distributor
relations have a finite useful life and are carried at cost less
accumulated amortisation. Amortisation is calculated using
the straight-line method from eight to seventeen years over
the expected life of the customer/distributor relationship.

Patents

Separately acquired patents are shown at historical cost.
Patents acquired in a business combination are recognised
at fair value at the acquisition date. The patents have a
finite useful life and are carried at cost less accumulated
amortisation. Amortisation is calculated using the straight-line
method of eight years over the expected life of the patents.

(iii)

Software licences

Acquired computer software licences are capitalised on
the basis of the costs incurred to acquire and bring to their
intended use. These costs are amortised over their estimated
useful lives of five years.

(iv)

(v) Data library

Costs incurred on acquiring the data library are recognised
as an intangible asset where the technical feasibility has been
demonstrated, and there is an ability to sell or to use the
assets that will generate probable future economic benefits.
Such acquisition cost is recognised as an asset and amortised
on a straight-line basis over a period of ten years to reflect
the pattern in which the related economic benefits are

recognised.

Impairment of non-financial assets

Intangible assets that have an indefinite useful life are not subject
to amortisation and are tested annually for impairment. Assets
are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by
which the assets carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s fair value
less costs to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there
are separately identifiable cash flows (cash generating units). Non-
financial assets other than goodwill that suffered impairment are
reviewed for possible reversal of the impairment at each reporting
date.
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B IS RRMITE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FES:TBEHEME®)
POLICIES (Continued)

(k) EREE

(k) Financial assets

Classification

The Group classifies its financial assets as loans and receivables
and available-for-sales financial assets. The classification depends
on the purpose for which the financial assets were acquired.
Management determines the classification of its financial assets at
initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
They are included in current assets, except for maturities greater
than 12 months after the end of the reporting period. These are
classified as non-current assets. The Group’s loan and receivables
comprise “trade and other receivables”, “amount due from related
company” and “cash and cash equivalents” in the consolidated
balance sheet.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated in this category or not classified in any of the other
categories. They are included in non-current assets unless the
investment matures or management intends to dispose of it within
12 months of the end of the reporting period.

Recognition and measurement

Regular way purchases and sales of financial assets are recognised
on the trade-date — the date on which the Group commits to
purchase or sell the asset. Investments are initially recognised at
fair value plus transaction costs for all financial assets not carried at
fair value through profit or loss. Financial assets are derecognised
when the rights to receive cash flows from the investments have
expired or have been transferred and the Group has transferred
substantially all risks and rewards of ownership. Available-for-sale
financial assets are subsequently carried at fair value. Loans and
receivables are subsequently carried at amortised cost using the
effective interest method.

Changes in the fair value of monetary and non-monetary
securities classified as available for sale are recognised in other
comprehensive income.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
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(k)

M

(m)

Financial assets (Continued)

Recognition and measurement (Continued)

When securities classified as available for sale are sold or impaired,
the accumulated fair value adjustments recognised in equity are
included in the consolidated statement of comprehensive income as
‘gains and losses from investment securities’.

Interest on available-for-sale securities calculated using the effective
interest method is recognised in the statement of comprehensive
income as part of other income. Dividends on available-for-
sale equity instruments are recognised in the statement of
comprehensive income as part of other income when the Group’s
right to receive payments is established.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount
reported in the balance sheet when there is a legally enforceable
right to offset the recognised amounts and there is an intention
to settle on a net basis or realise the asset and settle the liability
simultaneously. The legally enforce right must not be contingent
on future event and must be enforceable in the normal course of
business and in the event of default, insolvency or bankruptcy of
the company or the counterparty.

Impairment of financial assets

Assets carried at amortised cost

The Group assesses at the end of each reporting period whether
there is objective evidence that a financial asset or group of
financial assets is impaired. A financial asset or a group of financial
assets is impaired and impairment losses are incurred only if there
is objective evidence of impairment as a result of one or more
events that occurred after the initial recognition of the asset (a
‘loss event’) and that loss event (or events) has an impact on the
estimated future cash flows of the financial asset or group of
financial assets that can be reliably estimated.

Evidence of impairment may include indications that the debtors
or a group of debtors is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial
reorganisation, and where observable data indicate that there is
a measurable decrease in the estimated future cash flows, such
as changes in arrears or economic conditions that correlate with
defaults.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2 FESHHEBEw

(m) ERWEERME )

(m) Impairment of financial assets (Continued)

Assets carried at amortised cost (Continued)

For loans and receivables category, the amount of the loss is
measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows (excluding
future credit losses that have not been incurred) discounted at the
financial asset’s original effective interest rate. The carrying amount
of the asset is reduced and the amount of the loss is recognised
in the consolidated statement of comprehensive income. If a loan
has a variable interest rate, the discount rate for measuring any
impairment loss is the current effective interest rate determined
under the contract. As a practical expedient, the Group may
measure impairment on the basis of an instrument'’s fair value using
an observable market price.

If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised (such as
an improvement in the debtor’s credit rating), the reversal of
the previously recognised impairment loss is recognised in the
consolidated statement of comprehensive income.

Assets classified as available for sale

The Group assesses at the end of each reporting period whether
there is objective evidence that a financial asset or a Group of
financial assets is impaired. For debt securities, the Group uses the
criteria referred to assets carried at amortised cost.

For debt securities, if any such evidence exists the cumulative loss
— measured as the difference between the acquisition cost and the
current fair value, less any impairment loss on that financial asset
previously recognised in profit or loss — is removed from equity and
recognised in profit or loss, the impairment loss is reversed through
the consolidated statement of comprehensive income.

For equity investments, a significant or prolonged decline in the
fair value of the security below its cost is also evidence that the
assets are impaired. If any such evidence exists the cumulative loss
— measured as the difference between the acquisition cost and the
current fair value, less any impairment loss on that financial asset
previously recognised in profit or loss — is removed from equity
and recognised in profit or loss. Impairment losses recognised in
the consolidated statement of comprehensive income on equity
instruments are not reversed through the consolidated statement
of comprehensive income.
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Notes to the Congolidated Financial Statements
BRI RERITE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

110

(n)

(o)

(p)

(a)

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined using the first-in, first-out (FIFO) method.
The cost of finished goods and work in progress comprises
raw materials, and other direct costs. Net realisable value is the
estimated selling price in the ordinary course of business, less
applicable variable selling expense.

Trade and other receivables

Trade receivables are amounts due from customers for merchandise
sold or services performed in the ordinary course of business. If
collection of trade and other receivables is expected in one year
or less (or in the normal operating cycle of the business if longer),
they are classified as current assets. If not, they are presented as
non-current assets.

Trade and other receivables are recognised initially at fair value
and subsequently measured at amortised cost using the effective
interest method, less provision for impairment.

Direct selling costs

Direct selling costs, which principally are comprised of sales
commissions and agency fees paid in respect of subscription
revenue received in advance, are deferred and are charged ratably
to the consolidated statement of comprehensive income over
the term of the respective service contracts when the services are
rendered.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at
call with banks and other short-term highly liquid investments with
original maturities of three months or less.
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Notes to the Congolidated Financial Statements
B IS RRMITE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(r)

(s)

(®

Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares
or options are shown in equity as a deduction, net of tax, from the
proceeds.

Where any group company purchases the Company’s equity
share capital (treasury shares), the consideration paid, including
any directly attributable incremental costs (net of income taxes)
is deducted from equity attributable to the Company’s equity
holders until the shares are cancelled or reissued. Where such
shares are subsequently reissued, any consideration received, net
of any directly attributable incremental transaction costs and the
related income tax effects, is included in equity attributable to the
Company's equity holders.

Trade and other payables

Trade payables are obligations to pay for goods or services that
have been acquired in the ordinary course of business from
suppliers. Accounts payable are classified as current liabilities if
payment is due within one year or less (or in the normal operating
cycle of the business if longer). If not, they are presented as non-
current liabilities.

Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method.

Borrowings

Borrowings are recognised initially at fair value, net of transaction
costs incurred. Borrowings are subsequently carried at amortised
cost; any difference between the proceeds (net of transaction
costs) and the redemption value is recognised in the consolidated
statement of comprehensive income over the period of the
borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are recognised as
transaction costs of the loan to the extent that it is probable that
some or all of the facility will be drawn down. In this case, the fee
is deferred until the draw-down occurs. To the extent there is no
evidence that it is probable that some or all of the facility will be
drawn down, the fee is capitalised as a pre-payment for liquidity
services and amortised over the period of the facility to which it
relates.
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Notes to the Congolidated Financial Statements
BRI RERITE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

112

(t)

(u)

(v)

Borrowings (Continued)

Borrowings are classified as current liabilities unless the Group has
an unconditional right to defer settlement of the liability for at least
12 months after the end of the reporting period.

Borrowing costs

General and specific 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.

Compound financial instruments

Compound financial instruments issued by the Group companies
convertible notes that can be converted to share capital at the
option of the holder, and the number of shares to be issued does
not vary with changes in their fair value.

The liability component of a compound financial instrument is
recognised initially at the fair value of a similar liability that does
not have an equity conversion option. The equity component is
recognised initially at the difference between the fair value of the
compound financial instrument as a whole and the fair value of
the liability component, which is included in shareholders’ equity
in other reserves. Any directly attributable transaction costs are
allocated to the liability and equity components in proportion to
their initial carrying amounts.

Subsequent to initial recognition, the liability component of a
compound financial instrument is measured at amortised cost
using the effective interest method. The equity component of a
compound financial instrument is not re-measured subsequent to
initial recognition except on conversion or expiry.

The liability component of a convertible instrument is classified
as current unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after the end of
the reporting period.
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Notes to the Congolidated Financial Statements
B IS RRMITE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(w) Current and deferred income tax
The tax expense for the year comprises current and deferred tax.
Tax is recognised in the consolidated statement of comprehensive

income, except to the extent that it relates to items recognised in
other comprehensive income or directly in equity. In this case, the
tax is also recognised in other comprehensive income or equity
directly, respectively.

(i)

(ii)

Current income tax

The current income tax charge is calculated on the basis of
the tax laws enacted or substantively enacted at the balance
sheet date in the countries where the company’s subsidiaries
and associates operate and generate taxable income.
Management periodically evaluates positions taken in tax
returns with respect to situations in which applicable tax
regulation is subject to interpretation. It establishes provisions
where appropriate on the basis of amounts expected to be
paid to the tax authorities.

Deferred income tax

Inside basis differences

Deferred income tax is recognised, using the liability method,
on temporary differences arising between the tax bases
of assets and liabilities and their carrying amounts in the
consolidated financial statements. However, deferred tax
liabilities are not recognised if they arise from the initial
recognition of goodwill, the deferred income tax is not
accounted for if it arises from initial recognition of an asset
or liability in a transaction other than a business combination
that at the time of the transaction affects neither accounting
nor taxable profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted or
substantively enacted by the balance sheet date and are
expected to apply when the related deferred income tax asset
is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent
that it is probable that future taxable profit will be available
against which the temporary differences can be utilised.
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Notes to the Consolidated Financial Statements
BRI RERITE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FES:TBEEME®)
POLICIES (Continued)

(w) Current and deferred income tax (Continued) (w) EFRIEIEMBR (8

(i) Deferred income tax (Continued) (i) EEFEHEH(E)
Outside basis differences FEEE L)
Deferred income tax liabilities are provided on taxable BIEFEHEEDRRME RS
temporary differences arising from investments in subsidiaries, BENRRERRECREEEY
associates and joint arrangements, except for deferred JERTE R EEMTIEEE - R
income tax liability where the timing of the reversal of the EEAEG TR EERERE - B
temporary difference is controlled by the group and it is MERERAETSERTERARNR
probable that the temporary difference will not reverse in the BBl RSB ERIRIN - &
foreseeable future. Generally the group is unable to control SE-MREAEHBEQARGRE
the reversal of the temporary difference for associates. Only BB REEEABREIAE
where there is an agreement in place that gives the group the EHENIERERER 2D &
ability to control the reversal of the temporary difference not AN TR -
recognised.
Deferred income tax assets are recognised on deductible BIEFSHEERNHME QT - B
temporary differences arising from investments in subsidiaries, ERBIMHRLHZIREEE 2]
associates and joint arrangements only to the extent that it is MRERSEZEER  EUERER
probable the temporary difference will reverse in the future BRIEENARIRER - kB RHER
and there is sufficient taxable profit available against which FonMEEr SR ER=2E 21BN
the temporary difference can be utilised. PR o

(x) Employee benefits x) EEEF

Employee entitlements to sick leave and maternity leave are not EE=ZARBRERZERNNKERRRTT

recognised until the time of leave. TR o

(i) Retirement benefit costs (i) BUEEFLE
The full-time employees of the Group are covered by various AEEPBESHRBNRLZ S
government-sponsored pension plans under which the BRARSFERE - Bt - SES
employees are entitled to a monthly pension based on certain EERBELANAEZEARNKE -
formulas.
The relevant government agencies are responsible for the BRAIN#EREEMZERINE
pension liabilities to these retired employees. The Group BXfTRARE - AERIKAMZSE
contributes on a monthly basis to these pension plans. Under RIKEFHEIHR - RiIFZE A
these plans, the Group has no obligation for post-retirement NSRBI R b RO MEE A H R AR
benefits beyond the contributions made. RIENELE
Contributions to these plans are expensed as incurred. Mz E T EED 2 RN & A K5

EBHA -
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Notes to the Congolidated Financial Statements
BHIRERMTE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(x) Employee benefits (Continued)

(ii)

(iii)

Bonus entitlements

The expected cost of bonus payments is recognised as a
liability when the Group has a present legal or constructive
obligation as a result of services rendered by employees and a
reliable estimate of the obligation can be made.

Liabilities for bonus are expected to be settled within 12
months and are measured at the amounts expected to be
paid when they are settled.

Share-based compensation

The Group operates equity settled, share-based compensation
plans. The proceeds received net of any directly attributable
transaction costs are credited to share capital (nominal value)
and share premium when the options are exercised.

Under the Share Award Scheme, the directors and certain
employees of the Group are entitled to receive shares in
the Company. The shares held under trust by a financial
institution (“Trustee”) for the benefit of the director and
employees, would be paid and the paid up consideration
would be capitalised in the Company’s reserves. The Trustee
has been instructed to buy shares from the market using the
funds held by the Trustee to grant shares to the director and
employees.

The Company has also adopted the Share Option Scheme
under which options may be granted to subscribe for the
Company's shares.

The fair value of the employee services received in exchange
for the grant of the share options and shares awarded is
recognised as an expense.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

116

(x) Employee benefits (Continued)

(iii)

(iv)

Share-based compensation (Continued)

The total amount to be expensed over the vesting period
is determined by reference to the fair value of the share
options and shares granted, excluding the impact of any
non-market vesting conditions (for example, profitability
and sales growth targets). Non-market vesting conditions
are included in assumptions about the number of shares or
share options that are expected to vest. The total amount
expensed is recognised over the vesting period, which is
the period over which all of the specified vesting conditions
are to be satisfied. At each balance sheet date, the Group
revises its estimates of the number of shares or share options
that are expected to vest based on the non-marketing
vesting conditions. It recognises the impact of the revision of
original estimates, if any, in the consolidated statement of
comprehensive income, and a corresponding adjustment to
equity.

Termination benefits

Termination benefits are payable when employment is
terminated by the Group before the normal retirement date,
or whenever an employee accepts voluntary redundancy
in exchange for these benefits. The Group recognises
termination benefits when it is demonstrably committed to
either: terminating the employment of current employees
according to a detailed formal plan without possibility of
withdrawal; or providing termination benefits as a result of
an offer made to encourage voluntary redundancy. Benefits
falling due more than 12 months after balance sheet date are
discounted to present value.

(y) Provisions
Provisions are recognised when the Group has a present legal or
constructive obligation as a result of past events; it is probable that
an outflow of resources will be required to settle the obligation;
and the amount has been reliably estimated. Provisions are not
recognised for future operating losses.

Where there are a number of similar obligations, the likelihood
that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to any
one item included in the same class of obligations may be small.
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Notes to the Consolidated Financial Statements

BHIBERKME

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(y) Provisions (Continued)

(2)

Provisions are measured at the present value of the expenditures
expected to be required to settle the obligation using a pre-tax
rate that reflects current market assessments of the time value of
money and the risks specific to the obligation. The increase in the
provision due to passage of time is recognised as interest expense.

Revenue recognition

Revenue comprises the fair value of the consideration received or
receivable for the sale of goods and services stated net of value
added taxes, in the ordinary course of the Group’s activities.

Revenue is recognised as follows:

The Group recognises revenue when the amount of revenue can
be reliably measured, it is probable that future economic benefits
will flow to the entity and specific criteria have been met for each
of the Group’s activities as described below. The Group bases its
estimates on historical results, taking into consideration the type
of customer, the type of transaction and the specifics of each
arrangement.

Advertising income from industry portals, trade catalogues, yellow
page directories and printed periodicals is recognised on the date
of publication.

Subscription fee income from online services is recognised over the
period of contracts entered with the customers. The unrecognised
portions of contract sum are recognised as deferred revenue.

Revenue from the hosting of trade exhibitions and business
seminars is recognised upon conclusion of the exhibitions or
seminars.

Interest income is recognised on a time proportion basis, using the
effective interest method.

Revenue from anti-counterfeiting products are recognised when a
group entity has delivered products to the customer; the customer
has accepted the products and collectability of the related
receivables is reasonably assured.
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Notes to the Congolidated Financial Statements
BRI RERITE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(z) Revenue recognition (Continued)
Revenue from anti-counterfeiting services is recognised in the
accounting period in which the services are rendered, by reference
to stage of completion of the specific transaction and assessed on
the basis of actual services provided as a proportion of the total
service to be provided.

(aa) Leases
Leases in which a significant portion of the risks and rewards of
ownership are retained by the lessor are classified as operating
leases. Payments made under operating leases (net of any
incentives received from the lessor) are charged to the consolidated
statement of comprehensive income on a straight-line basis over
the period of the lease.

The Group leases certain property, plant and equipment. Leases of
property, plant and equipment, where the Group has substantially
all the risks and rewards of ownership, are classified as finance
leases. Finance leases are capitalised at the lease’s commencement
at the lower of the fair value of the leased property and the present
value of the minimum lease payments.

Each lease payment is allocated between the liability and finance
charges. The corresponding rental obligations, net of finance
charges, are included in other long-term payables. The interest
element of the finance cost is charged to the consolidated
statement of comprehensive income over the lease period so as
to produce a constant periodic rate of interest on the remaining
balance of the liability of each period. The property, plant and
equipment acquired under finance leases is depreciated over the
shorter of the useful life of the asset and the lease term.

(ab) Government grants
Grants from the government are recognised at their fair values
when there is a reasonable assurance that the grants will be
received and the Group will comply with all attached conditions.

Government grants relating to costs are deferred and recognised
within “other income” in the consolidated statement of
comprehensive income over the period necessary to match them
with the costs that they are intended to compensate.

(ac) Dividend distribution
Dividend distribution to the Company’s shareholders is recognised
as a liability in the Group’s and Company’s financial statements in
the period in which the dividends are approved by the Company’s
shareholders.
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Notes to the Congolidated Financial Statements
BHIRERMTE

3 FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Group's activities expose it to a variety of financial risks:
market risk (including foreign exchange risk and fair value interest
rate risk), credit risk and liquidity risk. The Group’s overall risk
management programme focuses on the unpredictability of
financial markets and seeks to minimise potential adverse effects
on the Group's financial performance.

Risk management is carried out by a central finance department
(the “Finance Department”) headed by the Chief Financial Officer
of the Group. The Finance Department identifies and evaluates
financial risks in close co-operation with the Group’s operating
units to cope with overall risk management as well as specific areas
such as market risk, credit risk and liquidity risk.

(a) Market risk
(i)  Foreign exchange risk
The Group operates in Hong Kong and the PRC and
majority of its transactions are denominated in the
functional currencies of the respective entities. The
Group has no material foreign currency denominated
assets and liabilities and does not have material
exposure on foreign exchange risk.

(i) Fair value interest rate risk

The Group's interest rate risk arises from fixed deposit
categorised in “cash and cash equivalents”, loan to third
parties, an associate and the employees categorised in
“other receivables” and borrowings. These balances
were issued at fixed rates, which expose the Group
to fair value interest rate risk. Profit before tax for the
year would have been approximately RMB12,531,000
higher/lower (2013: RMB9,672,000 higher/lower) if
market interest rates had been 100 basis point higher/
lower, with all other variables held constant.

(b) Credit risk
Credit risk is managed on a group basis. The Group's credit
risk mainly arises from cash and cash equivalents, as well as
credit exposures to trade and other receivables and amount
due from a related company. The finance department has
policies in place to monitor the exposures to these credit risks
on an on-going basis.

The Group has put in place policies to ensure that provision
of services is made to customers with an appropriate credit
history and the Group performs periodic credit evaluations of
its customers.
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3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)
For balance with a related company and loan to a third party
and the employees, management assesses the recoverability
of the balances taking into account the history of default
of these companies and the employees, and their financial
performance.

The table below shows the cash and cash equivalents held by
different type of financial institutions at balance sheet date.

Cash at banks and bank deposits

RITRE RIRITHER

BERREE )

3.1 BKEBEERE®
(b) EEmEE)
WHEBB AR BEUAREXT
E=FREXTES  TEERE
ZERRRIEE 2R B RIS
ERTEHREZ AKERE -

TREJBTRSREEREER
R e LREEEY -

2014 2013
—E-IF

—T—=4F
RMB’000 RMB’000
AR®T T ARETIT

Listed financial institutions e R 1,084,686 955,817
Unlisted financial institutions JE TS Bhigrs 235,941 68,124
Cash on hand FERE 1,362 1,148
Total 4t 1,321,989 1,025,089

(c) Liquidity risk
Due to the dynamic nature of the underlying businesses,
the Group maintains flexibility in funding by maintaining
sufficient cash from operating activities.

As at 31st December 2014, the cash and cash equivalents

of the Group approximated RMB1,321,989,000 (2013:
RMB1,025,089,000).
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3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)

(c) Liquidity risk (Continued)

The table below analyses the Group’s financial liabilities into
relevant maturity groupings based on the remaining period
from the balance sheet date to the contractual maturity
date. The amounts disclosed in the table are the contractual
undiscounted cash flows.

3 BH¥RKMREEREw
S EREE (&)

3.1

() mEEZmE(E)

TERBBEEEREAH

=

FEH 2 84

THRSAEE S R A EiR AR 2
HAERAHT - RERPEEZEBT

BHRIEBRRERE -

Group FEEH
Between Between
Less than 1and 2 2and 5 Over
1 year years years 5 years Total
1FR 1226 2855 5L E st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARBTT ARBTIT ARETT ARETT
At 31st December 2014 RZ-ZE—F
+=ZA=1+—-H
Trade payables FETBR X 2,988 - - - 2,988
Accrued expenses and EErER K
other payables H b e 5E 61,844 = = = 61,844
Finance lease obligations ~ @EMAE S 1,432 833 263 - 2,528
Borrowings EE 106,393 33,422 9,830 - 149,645
At 31st December 2013 R-ZE—=%
+ZA=1+—-H
Trade payables FETBR TR 2,622 - - - 2,622
Accrued expenses and EstER K
other payables H{th e FRIE 49,011 - - - 49,011
Finance lease obligations ~ @& EH(E 995 1,042 423 - 2,460
Borrowings EE 12,230 85,185 30,609 - 128,024
Company AKNE]
Between Between
Less than 1and 2 2and 5 Over
1 year years years 5 years Total
1R 1225 2E55 5L E At
RMB‘000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT AR®ETT ARETT
At 31st December 2014 RZ-Z—F
t=A=t-H
Accrued expenses and EEtER K
other payables H b e 5018 593 - - - 593
At 31st December 2013 R=Z—=F
+=A=+-8
Accrued expenses and EEERAR
other payables H b eI F08 547 - - - 547
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3 FINANCIAL RISK MANAGEMENT (continued)

122

3.2 Capital risk management

The Group's objectives when managing capital are to safeguard
the Group’s ability to continue as a going concern in order to
provide returns for shareholders and benefits for other stakeholders
and to maintain an optimal capital structure to reduce the cost of
capital.

In order to maintain or adjust the capital structure, the Group may
adjust the amount of dividends paid to shareholders, return capital
to shareholders, issue new shares or sell assets to reduce debt.

The Group monitors capital on the basis of the gearing ratio. This
ratio is calculated as net debt divided by total capital. Net debt is
calculated as total borrowings (including issued convertible bonds)
and finance lease obligations less cash and cash equivalents.
Total capital is calculated as ‘equity” as shown in the consolidated
balance sheet plus net debt. Accordingly, the gearing ratios at 31st
December 2014 and 2013 were as follows:

3

BT S B B I ()
3.2 EsERER

REEERE S 2 B OYREAEEIZR
BRERRRERE 2 - RBIRT
KEH - R SEMESSE AW AR
i WHRFREEAEBURKESK
o

RER SR EREE  NEER e
BERNBRZRESE MRREEE
& BITHMBRO R EEEAREET -

AEERBEEEABLREREEN - %
LE R TSR E R AR E ARG E o SRET
ZETETE A BER(RER BT
BES) EBMERESTHRES KBS
LEY - BERZHE R AABEED (R
AEHEERBERIIR) INFER o Ftt -
RE—NFEER - T—=F+_F=+—

AZEARGELENT :

2014 2013

—E-mEF —T—=1F

RMB’000 RMB’000

AR¥BT T ARETFT

Bank borrowings (Note 28) HRITIEE (7128) 122,766 24,838

Other borrowings (Note 28) EAbEE (M7E28) 16,898 88,833

Finance lease obligation (Note 26) mEHERE(IFE26) 2,154 2,082

Issued convertible bonds — liability portion BETIR R ES

(Note 29) —BE#D (HFE29) 553,956 -
Less: cash and cash equivalents (Note 21) B BeRBEEEY

(Pif3E21) (1,321,989) (1,025,089)

Net cash IR FEE (626,215) (909,336)

Total equity AR 1,315,167 1,010,474

Total capital AR 688,952 101,138

Gearing ratio BEEBELEX N/A N/A

A i
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3 FINANCIAL RISK MANAGEMENT (continued)

3.2

33

Capital risk management (Continued)

Surplus cash held by the operating entities over and above
balance required for working capital management are transferred
to interest bearing current accounts and time deposits, with
appropriate maturities to manage its overall liquidity position.
As at 31st December 2014, the Group maintains cash and
cash equivalents of approximately RMB1,321,989,000 (2013:
RMB1,025,089,000), that are expected to be readily available to
meet the cash outflows of its financial liabilities.

Fair value estimation

The carrying amounts of the Group’s financial assets and liabilities
including cash and cash equivalents, trade and other receivables,
trade payables, accruals and other payables, borrowings and
finance lease obligation and amount due from a related company,
approximate their fair values due to their short maturities.

The table below analyses the Group’s financial instruments carried
at fair value as at 31st December 2014 by level of inputs to
valuation techniques used to measure fair value. Such inputs are
categorized into three levels within a fair value hierarchy as follows:

e Quoted prices (unadjusted) in active markets for identical
assets or liabilities (level 1).

o Inputs other than quoted prices included within level 1 that
are observable for the asset or liability, either directly (that is,
as prices) or indirectly (that is, derived from prices) (level 2).

e Inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs) (level 3).

3
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3.2

3.3

E2RABER®)
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FINANCIAL RISK MANAGEMENT (Continued)

3.3 Fair value estimation (Continued)
The following table presents the Group’s financial assets and
liabilities that are at fair value at 31st December 2014.

Level 1

F—&

RMB'000
AR®TR

Assets EE

Available-for-sale AEHESREE
financial assets

— Equity securities — R

130,412

BT S B B I ()

3.3 AV EMAF@)
TERFAEER T —NE+ =B
_+ ARATEABZSREERSE

Level 3 Total
E=4 b
RMB’000 RMB’000
ARETRT AR%®TR

Level 2
-t 1
RMB’'000
AR¥TT

= 43,855 174,267

There are no available-for-sale financial assets that are measured at
fair value as at 31st December 2013.

There were no transfers between Level 1 and 3 and no other
changes in valuation techniques during the year.

(a) Financial instruments in level 1

The fair value of financial instruments traded in active markets
is based on quote market prices at the balance sheet date. A
market is regarded as active if quoted prices are readily and
regularly available from an exchange, dealer, broker, industry
group, price services or regulatory agency, and those prices
represent actual and regularly occurring market transactions
on an arm’s length basis.

(b) Financial instruments in level 3
The following table represents the changes in level 3
instruments for the year ended 31st December 2014.

Opening balance at 1st January

RZE—=F+=ZA=+—H A&£EL
EIRNFEFEZAHREESHEE -

&)

FRN - F-REFE=HELEER - &
BEIEEREME L -

(a) FB-RZLMTA
ERBRMSEREZEMITAZA
ERBEEFBZTSREFH - 8
AE SN ERRZ ST %&ﬁﬁ
SR TTEEE - RERS
FRERIBEIMGRE - MAHERE

REZDF XSG 2 KR
ERTBR D RTB WA AT
Mg -

(b) B=RZLMTA
TRENBE-_T-—HOFE+-A
=T —RILFEE=RTEZEH) -

Available-for-sale
financial assets

AfHESREE
RMB’000
AR®TR

W—A—B2ZEVEE =

Addition NE 30,743
Fair value charged to other comprehensive income — RAHE 2 WA 2 AFE 13,112
Closing balance at 31st December 2014 R-ZT—NFE+-A=+—HZ

FIAEER 43,855
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3 FINANCIAL RISK MANAGEMENT (cContinued) 3 MBEBREE®

3.3 Fair value estimation (Continued)
(b) Financial instruments in level 3 (Continued)

The Groups’ finance department includes a team that
performs the valuation of financial asset required for financial
reporting purposes, including Level 3 fair values. This team
report directly to the Chief Financial Officer (CFO) and the
Audit Committee (AC). Discussion of valuation processes and
results are held between the CFO, AC and the valuation team
at leave once every quarter, in line with the Group’s quarterly
reporting dates.

The main Level 3 input used by the Group in estimating the
fair value of available-for-sale financial assets, which is based
on the latest unit selling price of the financial assets on arm'’s
length basis.

CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS

Estimates and assumptions are continually evaluated and are based on
historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future.
The resulting accounting estimates will, by definition seldom equal to
the related actual results. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are discussed below.

(a) Estimated impairment of goodwill
The Group tests annually whether goodwill is subjected to any
impairment, in accordance with the accounting policy stated in
Note 2(i). The recoverable amounts of cash generating unit has
been determined based on the value-in-use calculations. These
calculations require the use of estimates (Note 7).
(b) Useful lives of intangible assets
Significant judgement is exercised in the assessment of the
useful lives of the intangible assets. In making its judgement,
management considers a wide range of factors such as the attrition
rates and obsolescence rates.
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AEEMBHRE—ZEK - BE
MU BRERETIBEZLEREE
(BEE=H2ATE)GE - %@
BEENEENSEREREES
B - AHAAEEZ EEHRER
B BEUBE  BRESQRME
EEKELEEREERFRER
EITER o

AEENSBMEESONR S EE
ZAHHEESREEAFEGRAF
EEGFHDIFEERAZUR ©

BERE AT RER

ARt RBRDERBEER R EMEARm A
TR - B RRERBERME R REFEL
BEBAEZIEA »

REBEBRARRIEL BT RBR - AESFHEE
BENEEEROSHEMERERER - T
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BEREBEREEFIELERARZETRRE
(a) fhETREERE
REBGFRBEMT20) T2 et BE
HEBETRERE - ReELEMZA
WEeBEHREEMEESEEE - %%
SHEDEREE B (EE7) -

BREEZERAEH
RS ER B E 2 Pl AF AR E
RHET - RELHERS - BEREZE— R
IFZEK  ARARERIBRER o

(b)

EWRMPARAT - 2014FFHR 125



|

Notes to the Congolidated Financial Statements
BRI RERITE

4 CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS (Continued)

126

(9]

(d)

(e)

()

Provision for impairment of receivables

Significant judgment is exercised in the assessment of the
collectability of trade and other receivables from each counter
party. In making its judgment, management considers a wide range
of factors such as results of following-up procedures performed by
sales personnel, counter parties’ payment record, creditability and
subsequent settlements.

Share-based payment

Significant judgment is exercised in the assessment of the fair
value of the share-based payments. In making its judgment,
management considers a wide range of factors such as the share
price of the Group and the expected vesting number of share
options.

Taxes

The Group is subject to taxes in numerous jurisdictions. Significant
judgment is required in determining the provision for various kinds
of taxes. There are many transactions and calculations for which
the ultimate tax determination is uncertain during the ordinary
course of business. The Group recognises liabilities for anticipated
tax audit issues based on estimates of whether additional taxes will
be due. Where the final tax outcome of these matters is different
from the amounts that were initially recorded, such differences will
impact the consolidated statement of comprehensive income in the
period in which such determination is made.

Compound financial instrument

The fair value of the liability and equity components that are
not traded in an active market is determined by using valuation
techniques. The Group uses its judgment to select variety of
methods and make assumptions that are mainly based on market
conditions existing at the end of each reporting period.
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SEGMENT INFORMATION

The chief operating decision-maker (“CODM") has been identified as
the Executive Directors. The Executive Directors review the Group's
internal report in order to allocate resources and assess performance.
Management has determined the operating segments based on these
reports.

The Executive Directors consider the business from product perspective.
From a product perspective, the Executive Directors assess the
performance of online services; trade catalogues and yellow page
directories; and seminars and other services as the principle incomes
of the Company. In addition, the B2B household electrical appliances
business exhibition centre is under construction and certain units have
been presold by the Group during the year ended 31st December 2014.
The operations of B2B household electrical business exhibition centre are
under review by CODM for the year ended 31st December 2014 and has
been recognised as a new operating segment.

In addition, the Group has acquired 56.002% of the issued share capital
of Beijing Panpass Information Technology Co., Ltd (“Panpass”) during
the year ended 31st December 2014. Panpass involved in providing anti-
counterfeiting products and services to enterprise in the PRC which is a
new operating segment for the Group.

The Executive Directors assess the performance of the operating
segments based on a measure of profit/(loss) before income tax. This
measurement basis excludes the effects of non-recurring expenditure
from the operating segments.

As at 31st December 2014, the Group is organised into the following
business segments:

(i) Online services — provision of a reliable platform to customers to do
business and meet business partners online.

(i)  Trade catalogues and yellow page directories — provision of trade
information through trade catalogues and yellow page directories
operated/published by the Group.

(iii)  Seminars and other services — services for hosting of seminars.

(iv) B2B household electrical appliances business exhibition centre
— sales of properties and provision of property rental and
management services.

(v)  Anti-counterfeiting products and services — provision of products
meticulous digital identity management services, consumer goods
tracing and anti-counterfeiting services to enterprise.
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5 SEGMENT INFORMATION (Continued)

There were no sales or other transactions between the business

128

segments for the year ended 31st December 2014.

5 ZEEME
BEZZT-WNE+-A=+—HILEFE &%

BHWZ AL BEERIRS -

Year ended 31st December 2014
BE-E-ME+-A=+—-ALEE

B2B
household
Trade electrical
catalogues appliances Anti-
and yellow  Seminars business counterfeiting
Online page  andother exhibition products and
services  directories services centre services
B2BXE
TH¥E# 8RRk HERE BhAER
EBPRYE REEA& HAtn R A RIR% @t
RMB'000 RMB'000 RMB’000 RMB’000 RMB'000 RMB'000
AR®TT AR%®TR ARETn ARETx: ARETT AR%ETR
Revenue HEWA 812,935 35,630 101,879 - 16,193 966,637
Segment results DEEE 215,072 (33,466) 13,141 (11,442) 925 184,230
Other income HEilA 9,706
Share of post-tax losses of [EEBEARATE
associates BB (477
Share of post-tax profits of [ElE A& RAIFA
joint ventures gl 801
Finance income AEKA 31,779
Finance cost BAR A (4,951)
Profit before income tax BATEHATNER 221,088
Other information: B
Depreciation and amortisation — #7% K #s 25,188 1,657 2,989 388 1,590 31,812
Share based compensation PR BT 2
expense RERY 25,115 1,103 3,654 14 26 29,912
Provision for impairment of ENFERERS
prepayments 21,600 - - - - 21,600
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5 SEGMENT INFORMATION (Continued) 5

DEE R @)

Year ended 31st December 2013

HET-—=HF+"A=1+—HItFE
Trade
catalogues
and yellow Seminars
Online page and other
services directories services Total
TRz H &% e
BEERY K=EBEB H At AR 7S #ast
RMB’'000 RMB'000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT
Revenue SHEE WA 693,903 42,924 100,894 837,721
Segment results DEBELE 202,380 (49,013) 13,071 166,438
Other income EHA A 3,473
Finance income AU A 16,555
Finance cost RbE KA (340)
Profit before income tax [k PSR A A 186,126
Other information: HipEw -
Depreciation and amortisation e Kl 18,791 2,190 2,956 23,937
Share based compensation expense LA (A & 5L HiE >
fHIERX 18,690 1,156 2,720 22,566

The Group is domiciled in the PRC. All the revenue were generated from
external customers in the PRC for the year ended 31st December 2014
(2013: same).

As at 31st December 2014, the total non-current assets other than
financial instruments and deferred tax assets (there were no employment
benefit assets and rights arising under insurance contracts) located in
the PRC is approximately RMB1,453,373,000 (2013: RMB667,996,000),
and the total of these non-current assets located in other countries is Nil
(2013: Nil).

AEBEERPE - HE-_Z—NF+_-A
=t+—HIFE  FIEHEERAHGREHREIN
REP(ZZT—=%:R) -

R-ZE—NE+-_A=+—0 uR+TBz%
BMITEREEHBEEIINERBEELAQE
|ELRBRELIET ZEBEFEEREF)L
AANRM1,453,373,000C(ZFE—=4F : AR
#£667,996,0007T) * FZELL AN EHAMBIR 2357
PHEEBEAT(ZZ—=F: %)
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LAND USE RIGHTS - GROUP

The Group's interests in land use rights in the PRC represent prepaid
operating lease payments with a lease period of 40 to 50 years and their
net book value is analysed as follows:

6. tiifFFAE-—AXEEH

AR B R B 4 R 2 I FE T HIR40E
S0FZEMNKEHRERS - HRmFES TN

T

2014 2013

—F-mF —F=%F

RMB’000 RMB’000

ARET T ARETTT

Opening net book amount FYIRREFE 185,619 17,298
Additions INE - 172,341
Amortisation i (4,737) (4,020)
Closing net book amount FREMEE 180,882 185,619
Cost AN 193,665 193,665
Accumulated amortisation RETHESY (4,884) (4,456)

Accumulated amortisation charge capitalised RIREMEEZ RLE

in investment properties REHEHET T (7,899) (3,590)
Closing net book amount FRREFE 180,882 185,619

Amortisation of the Group's land use rights is included in administrative
expenses in the consolidated statement of comprehensive income.

Outside Hong Kong, held on: REBEAINEE
Leases of between 40 to 50 years FAEN TF40=50F

IR E L R HHET AR B A ER

ZITRERA -

2014
—s-mE

RMB’000
ARET T

180,882

2013
—T—=F
RMB’000
ARETTT

185,619

Bank borrowings are secured on land use rights for the value of
164,442,000. (2013: RMB168,751,000) (Note 28).
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&GRSR

7 INTANGIBLE ASSETS - GROUP 7 BREE-X£E
Customer
relationship Customer
(Direct sale relationship Software Data
customer) ) Patent  development library
(EHEP) V] R it
RMB'000 RMB'000 RMB'000 RMB'000
AREFT ARETT  ARETR AREFT
At 1st January 2013 WZE-=£-f-A
Cost e - - - 25,409 21,986 47,395
Accumulated amortisation and ZHEHER
impairment HE - - - (25,400) (21,986) (47,386)
Net book amount BEFE - - - 9 - 9
Year ended BE-E-=%
315t December 2013 T-B=t-ALEE
QOpening net book amount FEmEE - - _ 9 _ 9
Amortisation (a) B - - - o - o
Closing net book amount FREMFE - - _ 5 _ 5
At 31t December 2013 R-B-=%
+ZR=1-H
Cost A - - - 25,409 21,986 47,395
Accumulated amortisation and ZBELAE
impairment - - - (25,404) (21,986) (47,390)
Net book value FEFE - - - 5 - 5
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7 INTANGIBLE ASSETS — GROUP (Continued) 7 BREEE-ZX&£EE

Customer
relationship Customer Non-
(Direct sale  relationship compete IE Data
Goodwill customer)  (Distribution) Patent  agreement development library Total

EFRR  EFBR
HE  (E8EF) (2%) BN THREEE  RHER e it
RMBO0O  RMBO00  RMBO00  RMB000  RMB0O0  RMBOOO  RMBOO0  RMB'00
ARETR  ARBTR  ARMTR  ARMTR  ARBTR  ARMTR  ARBTR  ARETR

At 15t January 2014 R=Z-D&
-F-H
Cost A = = - - - 25,409 21,986 47,395
Accumulated amortisation and  E:fESRAE
impairment - - - - - (25,404) (21,986) (47,390)
Net book amount FEFE - - - - - 5 - 5
Year ended Bz-3-mE
315t December 2014 +ZB=1-H
tEE
Opening net book amount EERTE = 3 - - - 5 - 5
Acquisitions (Note 14) Y (isk4) 50,314 24,300 20,600 11,100 m 188 - 106,772
Additions AE - - - - - 408 408
Amartisation (a) 50 - (759) (303) (347) (22) (67) - (1,4%)
Closing net book amount ERETHE 50,314 23,541 20,297 10753 8 534 = 105,687

At 31st December 2014 R-E-m&

+ZA=t-R
Cost [ 50,314 24,300 20,600 11,100 210 26,798 - 133,382
Accumulated amortisationand ~ ZiT B IE
impairment - (759) (303) (347) (22) (26,264) - (27,695)
Net book value FEE 50,314 23,541 20,297 10,753 248 534 - 105,687
(@) Amortisation of intangible assets is included in administrative (a) E\EEEZBEAGMHGERER2TT
expenses in the consolidated statement of comprehensive income. HERANA -
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INTANGIBLE ASSETS — GROUP (continued)

Impairment test for goodwill

Goodwill is allocated to one of the Group’s cash generating units
("CGU") identified which is the business of providing anti-counterfeiting
products and services to enterprise in the PRC.

The recoverable amount of the CGU is determined based on value-in-
use calculations. These calculations use post-tax cash flow projections
based on financial budgets approved by management covering a five-
year period. Cash flows beyond the five-year period are extrapolated
using the estimated growth rates stated below. Management estimates
the post-tax discount rate that reflects market assessment of the time
value of money and specific risk relating to the industry.

Key assumptions of the financial budgets covering the five-year period
and other key assumptions used for value-in-use calculations are as
follows:

Average growth rate (note a) g RE(Ma)
Discount rate (note b) 8535 & (i Eb)

BEEE-A&E8m

B R (E R
BENARTAEERT—EACHZRSE
EBA((REELB])  RRSELRMA
BFR IR 2 0 e IR 75 2 375 -

ReEABM 2 RESENRERBEEE
o A ERERARBEEEHARENFH
Mz MEREEFER 2 RERESRETEN - AF
HIf R 2 Re RETYERA A T RRFIERHE R
HE - BEEGF R TSI EEZITERR
ZEREEEE R ERRZBRMIRE -

RMERFHR 2RI T ERREEMAR
HEEREEZE2REVMT

As at
31st December
2014

R=-Z2—NOF

9%
13%

(@) Average growth rate used in the budget is for the five-year period
ending 31st December 2019.

(b) The discount rate used is post-tax and reflects specific risks relating
to the relevant business.

(©)  Assuming the sale decreases by 10% and the discount rate
increases by 2%, there is still no impairment charge for the
goodwill as at 31st December 2014.

(@) TREMAZVORERDEBEE—T—NF
TZA=+—HIERFHE -

(b) FIAZEAREBEREIL - W RRIBRES
FrE R -

() REWETHKI0%MEIER FF2% » 8

R-ZT—ME+ = A=+—B{NTERE
B -
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8 PROPERTY, PLANT AND EQUIPMENT - GROUP

134

8 W BERRMHE-FEE

Computer Fixtures,
and telecom- fittings and
Construction munications office Leasehold Motor
in progress Buildings equipment equipment vehicles
TR £E HER
IR B¥ 2h X
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARBTT  ARETR T ARBFT
At 1st January 2013 W=%-z5-f-R
Cost AR 1452 189,799 81,919 20,868 7330 22,697 324,005
Accumulated depreciation ZithE - 29,208) (67,354) (10,370) (5,381) (3.837) (116,150)
Net book amount FEFE 1,452 160,591 14,565 10,498 1,949 18,860 207,915
Year ended 31st December 2013 EZ-F-=F
t=B=t-8
LEE
Opening net book amount ENEETE 1,452 160,591 14,565 10498 1949 18,860 207,915
Additions RE 1,167 6,792 10,769 1,819 150 10,638 31,335
Disposals e - - 8) @) - (1,150) (1,167)
Transfers = (1,363) 1,133 230 - - - -
Depreciation (a) &) - (10,146) (5,397) (2,800) (1,451) (3,709) (23,503)
Closing net book amount EREETE 1,25 158,370 20,159 9,514 648 24,639 214,586
At 31st December 2013 R-E-ZF
t=B=t-8
Cost AR 1,256 197,724 81414 22,631 7,480 31,920 342,425
Accurulated depreciation ZithE - (39,354) (61,259) (13,117) (6832) (7,.281) (127,839)
Net book amount BREE 1,256 158,370 20,159 9514 648 24,639 214,586
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8 PROPERTY, PLANT AND EQUIPMENT - GROUP 8 ¥ - BERZHE —FEE#)

(Continued)

Computer Fixtures,
and telecom-  fittings and
Construction munications office Leasehold Motor
in progress Buildings ~ equipment  equipment  improvements vehicles Total

Bk XE kKRR  AENR
kRIE g7  EARGR  WOEK k6 hE it
RMB000 RMB000 RMB000 RMB000 RMB000 RMB'000 RMB'000
ARBTR  ARMTR  ARMTR  ARBTR  ARBTR  ARBTR  ARETR

Year ended 31t December 2014~ HZ-E-ME

TZA=t+-H
LEE
Opening net book amount ENERFE 1,256 158,370 20,159 9,514 648 24,639 214,586
Acquisition (Note 14) Wiz (fist14) - - 650 81 - 641 1372
Additions RE 1,384 89,160 12,869 1,706 289 5,306 110,714
Dispasals HE - - ) (#1) (14) (675) (734)
Transfers &2 (2,640) 2,640 - - - - -
Depreciation (3) TE@) - (12,166) (7,090) (32n2) (688) (6,670) (29,886)
Closing net book amount FREEFE - 238,004 26,584 7,988 235 23,241 296,052
At 31st December 2014 R-B-mE
tzB=t-8
Cost R - 289,525 94,846 24,328 7,650 36,900 453,249
Accumulated depreciation ZiHE - (51,521) (68,262) (16,340) (7.415) (13,659) (157,197)
Net book amount ERAE - 238,004 26,584 7,988 25 3,41 296,052
(a) Depreciation of RMB23,633,000 (2013: RMB4,269,000) is included (@) WTEARME?23,633,000L(—T—=4:
in selling and marketing expenses; and RMB6,253,000 (2013: AR #4,269,0007T) & AR #6,253,000
RMB19,234,000) in administrative expenses in the consolidated TT(ZZE—=%F : AR¥19,234,0007T) %
statement of comprehensive income. Rt NG R almE 2 HE RisHE

ERURITRERR

EWMPARAT - 2014FF®R 135



No’ggs to the Con§olidated Financial Statements
BT RER MR

8 PROPERTY, PLANT AND EQUIPMENT - GROUP 8 #¥#¥ - BERZE —FEE#®)

9

136

(Continued)
The motor vehicles include the following amounts where the Group is a
lessee under a finance lease:

AEFRBEHRERE T ARERBEABEAZ T

2014

—E-mF

RMB’000

ARET T

Cost B 3,785
Accumulated depreciation ZEHTE (755)
Net book amount EEFE 3,030

INVESTMENT PROPERTIES

9 REWXE

2014 2013
—E—F —T—=F

RMB’'000 RMB'000

ARET T AREET T

At 1st January R—HA—H 39,518 -
Additions NE 145,814 32,155
Interest capitalised BAREFE 5,333 3,773
Amortisation charge capitalised in investment RIEEYEE R

properties B 4,309 3,590
At 31st December RA+—A=+—8 194,974 39,518

The investment properties are carried at cost. They are under
construction in progress as at 31st December 2014.

Bank borrowings are secured on the investment properties for the value
of RMB194,974,000 (2013: RMB39,518,000) (Note 28).
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INVESTMENT PROPERTIES (Continued)

An independent valuation of the Group’s Investment properties was
performed by the valuer, Vigers Appraisal and Consulting Limited,
to determine the fair value of the land use rights and investment
properties amounted RMB792,000,000 as at 31st December 2014 (2013:
RMB220,000,000). Valuation was based on residual method of valuation
by establishing the market value of the properties with appropriate
deduction on construction costs.

The above fair value measurement at 31st December 2014 is using
significant unobservable inputs (level 3). The Group's investment
property was valued at 31st December 2014 by independent
professionally qualified valuer who holds a recognised relevant
professional qualification and has recent experience in the location of
the investment property valued.

The Group’s finance department includes a team that review the
valuation performed by the independent valuer for financial reporting
purpose. This team reports directly to the chief financial officer (CFO)
and the audit committee (AC).

At each financial year end, finance department

e Verfies all major inputs to the independent valuation report;

e Assess property valuations movements when compared to the prior
year valuation report;

o Holds discussion with the independent valuer.

REWE @)
AEBREYEZ B GHEHGEMERETE
EMEBEMARARMEST - EE TR
MEEMER-_T—NE+-_A=+—8BzZA
BB ARET792,000,000T( =B —=4F : A
R #£220,000,0007T) ° FHE DB BRI MEZ
IS EELAE S MR E R AR RIERER
BRHETT -

R-E—NF+-A=+—HERAULEET"
RSB (E=F)2AFEANE - RZF
—ME+ZA=+—0  KEEREYLES
Y BELAERGEEMETHEE  RHEMEE
KRR EE BRI R T EEIREWERN
e b [ 3T HR (R A5 o
AEBPBEHEE—ZEK  BEEMHEL
HEMBEMBREERZHERSE - ZEBEHKE
EREEMEEREZEZESER -
REMBRFER - BEE0

o  BREBIUERSAMEEZHASE

o FHMEMEMEERREFHERS2ED

o HBV{LERREMR
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10 PROPERTIES UNDER DEVELOPMENT

10 BEPYE

2014 2013

—B-IF —F =5

RMB’000 RMB’000

ARET T ARBTFT

At 1st January R—HA—H 208,268 -

Additions NG 145,814 204,495

Interest capitalised BEAREFIE 5,333 3,773

At 31st December W+—-—A=+—8H 359,415 208,268

Properties under development comprise: BRPYERIE

Construction cost and other capitalised R AR R E A E AL

expenditures Bz 177,968 32,154

Interest capitalised BAREFE 9,106 3,773

Land use rights + Hh s PR A 172,341 172,341

Closing net book amount HRAREFE 359,415 208,268

The properties under development include cost of acquiring rights to use
certain lands, which are located in the People’s Republic of China (“the
PRC"), for property development over a fixed period. Land use rights are
held on leases of 40 years.

The properties under development are expected to be completed after
31st December 2015.

Bank borrowings are secured on properties under development for the
value of RMB359,415,000 (2013: RMB208,268,000) (Note 28).

11 INVESTMENTS IN SUBSIDIARIES AND LOAN TO

A SUBSIDIARY - COMPANY

11

BERTDERERBETURTPEARLNR
(MBIl Ltz (R FR4E - PAREE BT
EBRRZRA - LHEREZA0FEREE -

BHRHERTYEIRN _Z-—HF+_A=+—
HRERT o

IRITIEFRAEE B AR 359,415,0007T 2 3
EBhWE(ZZT—=F + AR¥208,268,000
TOVERIR(FI5E28) ©

R A 2 R R KT B
AR - AR

2014 2013
—E—ME
RMB’000 RMB’000
ARETT ARETTT
Investments, unlisted shares, at cost (a) WEIE LTS - A (@) 1,956 1,956
Loan to a subsidiary (b) BERTFHIEARD) 1,151,769 572,050
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11 INVESTMENTS IN SUBSIDIARIES AND LOAN TO
A SUBSIDIARY — COMPANY (continued)

(a) The following is a list of the principal subsidiaries at 31st December
2014:

Place of Nature of business

incorporation and and place of
kind of legal entity operation

BaIAE LN SHHER
ETRRER B
' Hong Kong Huicong British Virgin Islands, Investment holding in
International Group Limited limited liability Hong Kong
("HKHC") company
FEZHEREEARAR  EBRKHES RERR-FH
(I&#281)) ARAR
' China Media Network British Virgin Islands Investment holding in
International Inc limited liability Hong Kong
company
RERUAS RERR-BB
BRAE

1.3 HC Group (Hong Kong) Limited  Hong Kong liability Investment holding in

company Hong Kong
SRB(EE)ERAR BEERAA REHR-FE

T REBEEEHAEBAT  The PRC, limited liability  Provision of business
company information in the

PRC
hE - BRAF REBEER-—PE

I RERERERRM The PRC, limited liability ~ Provision of business
BRARFE company information in the
PRC

E - BRAR REREREN -

IEREMBARIMARLT  The PRC, limited liability  Provision of business
company information in the

PRC
HE - BRAF REBEER-—E

1N REEBRARZRERERTHE
A R YN (C)

(@) UTAR-—Z-—mE+-—R=+—RHxE
WERARZEE

Proportion

of ordinary

Particulars of shares held
issued share capital/ by non-
paid-up share Effective controlling
capital/ debt securities interest held interests (%)
R

BRITRA/HERE/ HAEE R
EHRSFE P ks EERLA

21,000,000 ordinary shares 100% -
of US$0.01 each

21,000,000k & E
001F L LB

50,000 ordinary shares of 100% -
US$1 each

50,0008 &R A A
1=z Bk

500,000 ordinary shares of 100% -
HK$1 each

500,000 SR EE
1Bz LBk

RMB110,000,000 100% -

ARH110,000,0007

RMB10,000,000 100% -

AK#10,000,0007

RMB10,000,000 100% -

AE10,000,0007C
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BTSRRI

11 INVESTMENTS IN SUBSIDIARIES AND LOAN TO

A SUBSIDIARY — COMPANY (continued)

(a) The following is a list of the principal subsidiaries at 31st December

2014: (Continued)

ERBRBAMEARAR

ERRERESARAR

BEBERES(RARAT

LEHERBREEARAR

ARERRREERARAF

MMEREFHEERAT
(formerly name A 25
EEBRAT])
(AIEmNEEES
BRAR)

BNTERABEEARAR

Place of

incorporation and
kind of legal entity

B RR L 94
HEERRER

The PRC, limited liability
company

E BRAT

The PRC, limited liability
company

E - ARDA

The PRC, limited liability
company

E - BRAT

The PRC, limited liability
company

E BRAT

The PRC, limited liability
company

E - ARDA

The PRC, limited liability
company

HE - BRAR
The PRC, limited liability

company

E - BRAT
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Nature of business
and place of
operation

REMER
RehE

Provision of business
information in the
PRC

REEEEH -

Advertising in the PRC

EE -

Advertising in the PRC

EE-E

Advertising in the PRC

Advertising in the PRC

BE-FH

Advertising in the PRC

Advertising in the PRC

BE—HE

1M1 RMBRARIZRERERTHE
YNET R /NI IE)

(@) ATAR-Z-—ME+-A=+—RXE
HEARZEE  (#)

Proportion
of ordinary
Particulars of shares held
issued share capital/ by non-
paid-up share Effective controlling
capital/ debt securities interestheld interests (%)
FER
BERTREBERE/ HARE Emfits
ERESFE FrisERER EER LA
RMB5,000,000 100% -
ARES5,000,00070
RMB500,000 100% -
AR#500,0007T
RMB2,000,000 100% -
AR#2,000,000T
RMB1,000,000 100% -
ARH1,000,00070
RMB500,000 100% -
ARH500,0007T
RMB1,000,000 100% -
AKR®1,000,0007T
RMB1,500,000 100% -

AEH1,500,0007
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BRI

11 INVESTMENTS IN SUBSIDIARIES AND LOAN TO

A SUBSIDIARY — COMPANY (continued)

(a) The following is a list of the principal subsidiaries at 31st December

2014: (Continued)

BNEBEENRERAR

2

Ef

3t
>af
el

ZRE

il

ARA

el

R REERENEER
‘AF](formerly name
AIMREEESERAE)
(AR R ERESER
NG

AMERBESERAF

LEBRETABARAR

BEIMBEBENEER

Rl

BSSRPRESRINAR

A

Place of

incorporation and
kind of legal entity

EMRLEER
EERBER

The PRC, limited liability
company

E - BRAT

The PRC, limited liability
company

hE - BRAA

The PRC, limited liability
company

FE - BRAT

The PRC, limited liability
company

E BRAF

The PRC, limited liability
company
HE - BRAT

The PRC, limited liability
company

E - BRAT

The PRC, limited liability
company

hE BRAAF

Nature of business
and place of
operation

REMER
R

Advertising in the PRC

Advertising in the PRC

BE-TH

Advertising in the PRC
EE-E
Advertising in the PRC
EE—TE

Provision of business
information in the
PRC

REEZEN -

Provision of business
information in the
PRC

REEEEH -

11 AMBATRIZRERERTFHE
YN Rl /N [E))

(@) UTAR-Z—WE&+-A=+—RXE
MEARZEE  (#)

Particulars of

issued share capital/

paid-up share

capital/ debt securities

BRORESBEZRE/

ERESHE

RMBS,000,000
ARHS5,000,0007
RMBS500,000
ARH#500,0007T
RMB2,000,000

AR#2,000,0007T

RMB1,000,000
1,000,000
RMBS5,000,000
AR¥5,000,0007

RMB500,000

AFH#500,0007C

RMB2,010,000

ARH2,010,0007

Proportion

of ordinary

shares held

by non-

Effective controlling
interest held interests (%)
FER

HASE R
isEXER BRI
100% -

100% -

100% -

100% -

100% -

100% -

100% -
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11 INVESTMENTS IN SUBSIDIARIES AND LOANTO 11 RMIBARZKRERERTHE
A SUBSIDIARY — COMPANY (continued) DE-ADF @)

(@) UTFTAR-—Z—mFE+-A=+—HBx2
WEBARZEE : ()

(a) The following is a list of the principal subsidiaries at 31st December
2014 (Continued)

Proportion

of ordinary

Particulars of shares held
issued share capital/ by non-
paid-up share Effective controlling
capital/ debt securities interestheld interests (%)
FER
B
EERLA

Place of Nature of business
incorporation and and place of
kind of legal entity operation

B RR L 94
HEERRER

REMER
RehE

BREIRA/BERE/ HALE

ERESHR iR X s

142

BR(RR)EFABERRE
B

BEREBREHREBRAT

BILTERES TES
BRAT

MIZEBEERITARAR

EREBE=ZHERRAT

R ZREFABERAR

ERKEEEEMRD
BRARE

The PRC, limited liability
company

E - BRAR

The PRC, limited liability
company

E - BRAF

The PRC, limited liability
company

E - BRAT

The PRC, limited liability
company

E - BRAT

The PRC, limited liability
company

E - ARDA

The PRC, limited liability
company

HE - BRAR
The PRC, limited liability

company

E BRAT

HC International, Inc. - Annual Report 2014

Investment holding in
the PRC
REER—

Investment of
construction project
in the PRC

TREREE-PE

Project management in
the PRC
WEEE-F

Investment holding in
the PRC
REPER e

Provision of business
service in the PRC

BE -

Investment of
construction project
in the PRC

TRREHRRA -

Provision of business
service in the PRC

AE -

RMB91,750,000

AK#91,750,0007

RMB166,670,000

AEH166,670,0007C
RMB555,500
ARH555,50070
RMB10,000,000
10,000,007
RMB1,000,000
ARH1,000,0007C

RMB45,000,000

AK#45,000,0007
RMB29,440,000

AK#29,440,0007

60%

31.86%

31.86%

100%

100%

100%

56%

40%

68.14%

68.14%

44%



- @—

Notes to the Consolidated Financial Statements

BRI

11 INVESTMENTS IN SUBSIDIARIES AND LOAN TO

A SUBSIDIARY — COMPANY (continued)

(a) The following is a list of the principal subsidiaries at 31st December

2014: (Continued)

3 LEREREERMARRA

¢ RBBERERRE
BRARF

P ERIBERRSENRAR

A

P RRBEZEESERLA

P BEREEZRESERL

5
o)

I8t
A
B

Place of

incorporation and
kind of legal entity

EMRLEER
EERBER

The PRC, limited liability
company

E - BRAR

The PRC, limited liability
company

E - BRAA

The PRC, limited liability
company

FE - BRAF

The PRC, limited liability
company

E - BRAT

The PRC, limited liability
company

E - BRAAF

L Shares held directly by the Company.

Nature of business
and place of
operation

REMER
R

Investment holding in
the PRC
RARR -

Provision of technology

service in the PRC

Beft iR — o

Provision of technology

service in the PRC

BER B AR —

Provision of business
service in the PRC

BEf BT —

Provision of business
service in the PRC

Beft RS —

2 These companies are indirectly held through 28 (X% EFHHEHE
fR/A ). The Group holds 60% of interest of ZFa(X)2)E FEKEH

RAa]
3 These companies are newly incorporated during the year.
4 These companies are newly acquired during the year.

1M1 RRBARZRERERTHE

YNET Rl /N IE

(@) UTAR-—Z-—mE+-—R=+—RHxE

MELRZEBE : (8)

Particulars of

issued share capital/

paid-up share Effective
capital/ debt securities interest held

BRIRE/BERE/ HALE
ERESFEE s ENER

RMB1,000,000 100%

AR#1,000,0007T

RMB36,000,000 100%
AR #36,000,0007C
RMB1,000,000 60%

AR#1,000,0007
RMB1,000,000 60%
ARH1,000,00070
RMB1,000,000 60%
AKH#1,000,00070

! BRI RARREESE °

Proportion
of ordinary
shares held
by non-
controlling
interests (%)
FER
R
BRI

40%

40%

40%

2 ZERRBEBER(RR)ETEBAERARME
B - ARERARR(RB)EFHBAR

NEI60% M

3 ZERARFAREMARL -

¢ HERRRNFRIMEERF -

BHRBAMRDA - 20145FF8
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Notes to the Con§olidated Financial Statements
BRI RERITE

11 INVESTMENTS IN SUBSIDIARIES AND LOANTO 11 RMIBARZKRERERTHE

A SUBSIDIARY — COMPANY (continued) YNET R YN [

(b) Loan to a subsidiary (b) EXRFHEBLT
The loan to a subsidiary is denominated in Hong Kong dollars, BTHBARZEFABTEHE - AEE
unsecured, interest-free and repayable on demand. The carrying A RERERERER - ZEBRRZE
value of this balance approximates its fair value. HEHEEEATERE

(c) Material non-controlling interests () EXRFERMER
Summarised financial information on subsidiaries with HEEAHZEREZNE LA ZHBEH
material non-controlling interests wE
Set out below are the summarised financial information for E&8 = TXHEHIEBEH A EEM S BERN 2 IFE
BREWICEBRAR ("EREZJEZREM") and Panpass that has BAESHBARBEREBRERIEEER
non-controlling interests that are material to the Group. ARN([BREZBBREN ) SEKEZHBE

BHEEZ -

Summarised balance sheet BEEABEREE

Panpass
BEREEXEH bISH
2014 2013 2014

—Z=—MF —E—=F —E—{F
RMB’000 RMB’000 RMB’000
ARBTT ARBETTT AR¥T T

Current RE

Assets BE 281,993 83,504 62,395

Liabilities aE (128,686) (11,675) (4,842)

Net current assets TMENEEFE 153,307 71,829 57,553

Non-current JERED

Assets BE 786,216 416,784 57,368

Liabilities BE (748,882) (291,487) (8,098)

Net non-current assets ERBEEFE 37,334 125,297 49,270

Net assets BEFE 190,641 197,126 106,823
The non-controlling balance as at 31st December 2014 arised RZE—NF+_A=+—"H BEHRER
from ERZIEREHM and Panpass are RMB73,187,000 (2013: RERBIKESAELFEIEREHB AR
RMB77,606,000) and RMB47,002,000 (2013: Nil) respectively. 73,187,0000(—E—=%F : AR¥77,606,000

TT) R ARMEAT7,002,0007T(—F—=4 : &) o
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&GRSR

11 INVESTMENTS IN SUBSIDIARIES AND LOAN TO

A SUBSIDIARY — COMPANY (continued)

(c) Material non-controlling interests (Continued)

Summarised financial information on subsidiaries with

material non-controlling interests (Continued)

Summarised statement of comprehensive income

1N REEBRARZRERERTHE
A R YN (C)

() EXRFERMER S
CEPEF:0% £:000 PEFdE s ¢l
BE ()

FERBREE
Panpass

ERZRREH kiE
2014 2013 2014

—E-ImF —T=fF —2—mF
RMB’000 RMB'000 RMB’000
ARET T ARETT AR®T T

Revenue THEWA - - 16,193
(Loss)/profit before income tax PSRSRT(ERE), A (8,122) (2,710) 2,654
Income tax credit/(expenses) FifsFisg e,/ (%) 1,637 267 (297)
(Loss)/profit after tax BEE (BB), &5 (6,485) (2,443) 2,357
Total comprehensive (loss)/profit 2 (E518) V& M 4258 (6,485) (2,443) 2,357
Total comprehensive (loss)/profit DB 2 FFERIERR 2

allocated to Non — Controlling 2E(EE),/

interests i K 4858 (4,419) (1,665) 1,037
Dividends paid to Non-Controlling = JEZ &t s

interests A% 2 = - -

EWMARAT - 2014FF®R 145



No’ggs to the Con§olidated Financial Statements
B RRMITE

11 INVESTMENTS IN SUBSIDIARIES AND LOANTO 11 RMIBARZKRERERTHE
A SUBSIDIARY — COMPANY (continued) DE-ADF @)

(0 EXRFZRMUER
CEPE 303 5100 PFdE s ¢l
BE(R)

(c) Material non-controlling interests (Continued)
Summarised financial information on subsidiaries with
material non-controlling interests (Continued)

RERERBE

Summarised cash flow statement

146

Panpass
ERERREH P[SH
2014 2013 2014
—2-mF —z—=% —®-mE
RMB'000 RMB’000 RMB’000
ARBT T AREFTT ARET T
Cash flows from operating REEEZ
activities BERE
Cash generated from/(used in) CEEY/(FTA)
operations R 332,456 (15,412) 2,167
Income tax paid BATER - - -
Net cash generated from/(used in) &L EBES(FTA)
operating activities e FRE 332,456 (15,412) 2,167
Net cash (used in)/generated from  12& &8N (FrR), B4
investing activities RE&FH (151,416) (209,212) 38,323
Net cash generated from/(used in) BEEEESL,(FTA)
financing activities R4 E%R 17,022 155,671 (11,675)
Net increase/(decrease) in cash BRE&RRSZEYEE
and cash equivalents #in,/ i) 198,062 (68,953) 28,815
Cash and cash equivalents FHzHReRRESE
at beginning of year B 80,500 149,453 22,962
Exchange gains on cash and cash BeRESSEYER
equivalents W25 - - -
Cash and cash equivalents at end FRELR
of year REEEY 278,562 80,500 51,777
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Notes to the Consolidated Financial Statements

BRI

12 INVESTMENTS IN ASSOCIATES

12 REBME QT2 RE

2014 2013

—E—gEF —T—=F

RMB’000 RMB’000

AR®T AREFTT

At 1st January R—HA—H 20,000 -
Additions 18840 26,000 20,000
Share of losses ML B8 (477) -
At 31st December Rt+-_A=+—H 45,523 20,000

Set out below are associates of the Group as at 31st December 2014.
The associates as listed below have share capital consisting solely of
ordinary shares, which are held directly by the Group; the country of
incorporation or registration is also their principal place of business.

Nature of investment in associates as at 31st December 2014:

Name of entity

BREE

Hui De Holding Co., Ltd.
Bl ARAR

Zhejiang Huicong Investment
Co., Ltd
LB ERRAF

Place of business/ % of
country of ownership
incorporation interest
301 AR
Bz A= Aot
PRC 12
a3

PRC 29.6
a3

Note 1: Hui De Holding Co., Ltd (“Hui De"”) provides investment management
and project investments in the PRC. The Group holds 60% interests of
its subsidiary, 218 (K#) EF KB RAF], which in turn holds 20%

of interests in Hui De.

Note 2:  Zhejiang Huicong Investment Co., Limited (“Zhejiang Huicong”) engages
in investment in real estate consultation and management.

THRAEER-_T—NF+-_A=+—HZ
B2 RN E o TXAIIBZERRZERARRBHE
LB mAKREEERSE - MMk ssE
MEARTAEEREME

BE-Z-—NF+-A=+—B REBEQF
ZHRENE

Nature of Measurement
the relationship method
BEME FEFR

Note 1 Equity

=l G-

Note 2 Equity

PiEE2 R

MiEE1 s BRERERAR(E@ DN ELERME
RAEERBERRERY - AREFHEN
BRAAZR(XE)ETEHBERRF60%
o MBR(RR)EFEBEERIRNGAE

21E20% M -

a2 . MIBREREESRARNDMIZBDESR
FEREEHREE
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BT RER MR

12 INVESTMENTS IN ASSOCIATES (Continued) 12 REEERT 2 RE )
Summarised financial information for associates & N R B E R E
Set out below are the summarised financial information for the associates T CES B A A B R A Y BR 2 B IS A R
which are accounted for using the equity method. e -
Summarised balance sheet BEEEBEZXHE

Zhejiang

Huicong

Investment

Hui De Holding Co., Ltd Co., Ltd
HIRERE

SEERAERARE BRATR
2014 2014
—Z—gF = —E-mF
RMB’000 RMB’000 RMB’000
ARETT AREBTIT ARETT

Current: iE
Cash and cash equivalents e EBREEEY 1,788 60,000 28,301
Other current assets HEtmeEEE

(exclude cash) (IREBRIM) 69,491 - 101,009
Total current assets BREEE 71,279 60,000 129,310
Current liabilities mEaE (158) - o
Net current assets MEBEEFE 71,121 60,000 129,310
Non-current: FETRED
Assets BE 104,000 - 33
Liabilities aE (77.,481) - -
Net assets BEFE 97,640 60,000 129,343
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Summarised statement of comprehensive income

No’ggs to the Con§olidated Financial Statements
&GRSR

12 INVESTMENTS IN ASSOCIATES (continued)

12 RBEERF2RE @
SFERBREBE

)

Zhejiang

Huicong

Investment

Hui De Holding Co., Ltd Co., Ltd

NIRRT E

EERRERAT BRAF]

2014 2013 2014

—E—-mEF ZT—=F —E—mEF

RMB’'000 RMB’000 RMB’000

AR¥T T ARKETTT AR¥T T

Revenue HERA 509 - -
Loss after tax BRI &R (2,360) - (657)
Other comprehensive loss Hib 2 EEE = - =
Total comprehensive loss ZHEEERTE (2,360) - (657)
Percentage held FrFFAE DL 12% 12% 29.6%
Share of loss FE(GEE (283) - (194)

13 INVESTMENT IN JOINT VENTURES

13 REERFAZRE

2014 2013

—E-MF —F—=%

RMB’000 RMB’'000

ARETT ARETFT

At 1st January R—HA—H - -

Additions =N 270,039 -

Share of profits FEE& T 801 -

At 31st December W+—A=+—8H 270,840 -
BHA/BRAT - 2014FFR



Notes to the Consolidated Financial Statements

BTSRRI

13 INVESTMENT IN JOINT VENTURES (Continued)

Set out below are joint venture companies of the Group as at 31st
December 2014. The joint venture companies as listed below have share
capital consisting solely of ordinary shares, which are held directly by
the Group; the country of incorporation or registration are also their

principal place of business.

Nature of investment in joint ventures as at 31st December 2014:

Name of entity

EEEE

BEMSMNBIEZR N EERK
A A7) (Chongging Digital
China Huicong Micro-Credit
Co., Ltd.)

I RBNBIEZRE S AN
A A7) (Beijing Digital China
Huicong Micro-Credit Consulting
Co, Ltd.)

Note a:

Place of business/ % of
country of ownership
incorporation interest
3. FEER
AR S B 2% BotE
PRC 40
H

PRC 40
H

Chongging Digital China Huicong Micro-Credit Co., Ltd. provides

development and operation of the micro-credit internet financing

business in the PRC.

Note b:

Beijing Digital China Huicong Micro-Credit Consulting Co., Ltd. provides

consulting services for the micro-credit internet financing business in the

PRC.
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13 REERQTZHBE®)
TXAKEER-E—ME+-—A=+—HZ
ABAT o TXAHIA SRR RATROIE
HER AAREEESE  MEMRATH
BRI T B EnS -

BE-Z-—NF+-A=+—B R
ZIREMNE

s
T
™
keIl

Nature of the Measurement
relationship method
BEEE FFEARN
Note a Equity
MizTa -
Note b Equity
Fiztb i
FisEa :

EEWNHBSIRNEERBRARNTE
feERHERRGE NMEEREBEDEE
% o

RN EIE BIE S EABRARNTE
RERFEDACELCHBEMEB L AR
& o

Fi7ED :



Notes to the Consolidated Financial Statements

BRI

13 INVESTMENT IN JOINT VENTURES (Continued)

The Group's share of profit in Chongging Digital China Huicong Micro-
Credit Co., Ltd and its aggregate assets and liabilities are shown below:

REERQTZRE
NS A B TS 2 R TR A
Az RFIA R RS R T

31st December

2014

—mE

+=A=+-8

RMB’000

AR¥ETT

Assets EE 678,367
Liabilities afs 1,290
Profit for the year RERZ 1,893
Share of profits FEAE R 757
Percentage held FREF A Db 40%

The Group's share of profit in Beijing Digital China Huicong Micro-Credit
Consulting Co., Ltd and its aggregate assets and liabilities are shown

below:

AEEREIE N BIBERRESEABERA
BZBEMA R EEER A FREHTINT

31st December

2014

—E-ImF

+=A=+-8

RMB’000

ARETT

Assets B 377
Liabilities afE 167
Profit for the year AN & g ) 110
Share of profits FEAE 5 44
Percentage held FREF A D H 40%
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BRI RERITE

14 BUSINESS COMBINATIONS

152

Beijing Huicong Construction Information
Consulting Co., Ltd.

On 15th September 2014, the Group has entered into the
Exclusive Option Agreement, Equity Pledge Agreement and Powers
of Attorney (‘Agreements’) with the shareholders of 4t RZE&
EER{E B kAR AT ("HC Construction”). The shareholders
of HC Construction unconditionally and irrevocably authorises
any individual designated by the Group to represent them in
exercising all their rights as shareholders of HC Construction
including without limitation, to transfer all their equity interests,
to determine the consideration for such transfer, to complete all
relevant procedures regarding such transfer, to attend general
meetings and exercise voting rights, to execute all such relevant
documents, agreements and resolutions. In addition, If HC
Construction declares any dividend, bonus or adopts any proposal
for distribution of profits, such dividends, bonus or economic
benefits of all such proposal for distribution shall be delivered to
the Group.

In accordance with the Agreements, the Group has acquired the
control over HC Construction as the Group has existing rights
that give it the current ability to direct the relevant activities,
i.e. the activities that significantly affect the HC Construction’s
variable returns. The Group is also entitled to substantially all
of the operating profits and residual interest generated by HC
Construction. Consequently, HC Construction has become a
subsidiary of the Group with effect from 15th September 2014.
The results and financial position of HC Construction have been
included in the consolidated financial statements of the Group
from 15th September 2014.

The following table summarises the consideration paid for HC
construction, the fair value of assets acquired, liabilities assumed
and the non-controlling interest at the acquisition date.

HC International, Inc. - Annual Report 2014

14 ¥%E66t

a.

TRBBRERERAEAERAT

RZZB-WEAATHEA  AEEEIER
BRERESHAERAR ([ BIER])
FINBZ B - BRI R X
BE(hz]) - BRERZREERER
AR E AR EEE 2 ERALR
HITREERBIRRRAR < AR
BRETRRNEEEAERE BEEH
EE2RE  TRERERZAEHERT
B HERRRE RITERERERE - /I
BRAXMT - BELORESR < I - W2
R E KRS « FEATRE D K F
REAEE - ABRERE - EASmA
BN IRER Z BN AIN TR E
°

RiEHH  EAEEEGRFEIEIAY
(A EFEZREZREABZER) 2
EERERNE - REBRGHERERZE
B4 - RABTERZASRER LR
BB MR T e o I - B
HEZE-WFNATHARRASEZ
MEBAR - BRERZFENBBERID
SAREEE-—Z-—NFAATRARY
AW -

TREGRAAUEE B st SRR 2 K
B FUBEEEZ N TE - FRiEZ B
N FrER RS



Notes to the Congolidated Financial Statements
BHIRERMTE

14 BUSINESS COMBINATIONS (continued)

14 ¥£BE6t

a. Beijing Huicong Construction Information a. GTHEHEREEBABTRAT
Consulting Co., Ltd. (Continued) ()

RMB’000
ARBTT

Consideration: RE:
At 15th September 2014 R=Z-MFEAA+HAB
Cash Re -

HRAERE -

Total consideration transferred

B RBEER fRREAEZ

Recognised amounts of identifiable assets

acquired and liabilities assumed CERALE
Cash and cash equivalents ReRESEEY 473
Property, plant and equipment (Note 8) E RS G 354
Prepayment and other receivables TR FRIE Ko E At & W R IE 1,700
Accruals and other payables FEFH B R R E At B FRIE (2,489)
Total identifiable net assets B EEFEARE 38
Non-controlling interest IR i AR -

Bargain purchase recognised in consolidated statement A& FHr A NRKRERZ
of comprehensive income (Note 33) EEEE (M533) (38)

The revenue included in the consolidated statement of
comprehensive income since 15th September 2014 contributed by
HC Construction was nil. HC Construction also contributed loss of
RMB 18,000 over the same period.

Had HC Construction been consolidated from 1st January 2014,
the consolidated statement of comprehensive income would
show pro-forma revenue of RMB966,637,000 and profits of
RMB183,237,000.

Beijing Panpass Information Technology Co., Ltd

On 30th September 2014, the Group and certain purchasers
have entered into an acquisition agreement with the vendors,
pursuant to which the Group subscribed for shares of Beijing
Panpass Information Technology Co., Ltd (“Panpass”) with an
aggregate value of RMB108,814,200. On 8th October 2014, the
Group was allocated 16,487,000 shares of Panpass, representing
approximately 56.002% of the issued share capital of Panpass, for
a total consideration of RMB108,814,200.

B-Z-MENATRAR  BRER
RepiralaR T BETEEERA -
o BIRERRAHRELEBEARE
18,0007T °

HEBEZRE —T—NF—F—Hi4RA
A - BlaHRA RERB2IIEEHRE
A AR #966,637,0007T K K A RS
183,237,0007T °

TR EEEEMBRDERAR

RZZ—MENA=+8 AEERET
BHEER B RE  Bit - AEE
REALFIKEE B RIMIRMD AR AR ([
5@ E AR 108,814,2007T 2 & 17 °
RZZ—MFE+ANR - AEEEREK
{5216,487,000 kx5 - ERIKEER
TR AR 4756.002% » ERBAARE
108,814,2007T °
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BRI RERITE

14 BUSINESS COMBINATIONS (continued)

b. Beijing Panpass Information Technology Co., Ltd b.
(Continued)
The goodwill of RMB50,314,000 arising from the acquisition is
attributable to acquired customer base and economics of scale
expected from combining the operations of the Group and
Panpass. None of the goodwill recognised is expected to be
deductible for income tax purpose.

The following table summarises the consideration paid for Panpass,
the fair value of assets acquired, liabilities assumed and the non-
controlling interest at the acquisition date.

14 ¥£BE6

TR EEEEMROGERAAE
(&)

W Rg A B AR 50,314,000 5 AR
FEEFERREHAEERKEERKZ
TEERIEAOE - TEEIEE mRE B AR
FRSBEIR -

FRER R B RIS 2 K18 -
PR E Y ATE - FARY AERE
RS -

RMB’000
ARBTT

Consideration: RE :
At 8th October 2014 R=Z-mE+ANA
Cash Re 108,814
Total consideration transferred EEAELAE 108,814
Recognised amounts of identifiable assets BB EERFTRIEEEZ

acquired and liabilities assumed ERALE
Cash and cash equivalents ReERRSEEY 22,962
Property, plant and equipment (Note 8) W - BB R (EES) 1,018
Intangible assets — customer relationships (Note 7) mPEE-RPBIE(ME7) 44,900
Intangible assets — patent (Note 7) mEE—FMN(FEE7) 11,100
Intangible assets — non-compete agreement (Note 7) | EE - IERF (7)) 270
Intangible asset — other (Note 7) I EE — A (fizE7) 188
Inventories e 1,194
Entrusted loan to ex-shareholder ZREERTRIEREK 38,000
Trade and other receivables FEUSAR R 2 HoAth JE WS 5118 11,922
Trade and other payables FERTRR R R E At JE A~ /18 (7,288)
Borrowings BE (11,675)
Deferred tax assets (Note 30) RIERIEE B (M13E30) 180
Deferred tax liabilities (Note 30) RIERIE S & (MI3E30) (8,306)
Total identifiable net assets AEBEE R ERARE 104,465
Non-controlling interest EEaliig 2 (45,965)
Goodwill (Note 7) SRl YA) 50,314
Total consideration transferred EHEREAR 108,814
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BRI

14 BUSINESS COMBINATIONS (Continued) 14 EBEH e
b. Beijing Panpass Information Technology Co., Ltd b. tEEKEEEEMBRGERATF

(Continued)

The revenue included in the consolidated statement of comprehensive
income since 8th October 2014 contributed by Panpass was
RMB16,193,000. Panpass also contributed profit of RMB925,000 over
the same period.

Had Panpass been consolidated from 1st January 2014, the
consolidated statement of comprehensive income would show pro-
forma revenue of RMB1,000,219,000 and profits of RMB182,641,000.

(#8)

A-Z—mFE+AN\BE  KiEER:T
AEHERENER ZHEERABARE
16,193,0007T ° 5N » JKENEFREE
ks A A R #5925,0007T ©

fWkiEE =T —MNF— A —BRHEZEEA
iR - Al HRAERERB2TEZHER
AAE#1,000,219,000 7T & % F A R #
182,641,0007T °

15 AVAILABLE-FOR-SALE FINANCIAL ASSETS 15 OtHELREE
Zamplus
(Cayman)
Cogobuy Holdings
Group Limited
(Note a) (Note b)
RESHEE
(PffzEa) (FitzEb) 5t
RMB'000 RMB’000 RMB’'000
ARETTT AREETTT ARETTT
At st January 2014 RZZE—MmFE—H—H - - -
Additions =0 124,282 30,743 155,025
Disposal k== - - -
Fair value gain recognised in other REMZEURA
comprehensive income WRz A AFE 6,130 13,112 19,242
At 31st December 2014 R-ZT—pE
—A= 130,412 43,855 174,267
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B RRMITE

15

16

156

AVAILABLE-FOR-SALE FINANCIAL ASSETS (continued)

Note a: In July 2014, the Group subscribed for 38,758,000 ordinary shares
of Cogobuy Group for an aggregate amount of US$20,000,000
(equivalent to approximately RMB124,282,000). Cogobuy Group
is a corporation listed on the Main Board of the Stock Exchange,
the investment from the Group represents 2.8% of all issued share
capital of Cogobuy Group.

Note b: In August 2014, the Group subscribed for 89,286 shares of Zamplus
(Cayman) Holdings Limited (“Zamplus”) for an aggregate amount of
US$5,000,000 (equivalent to approximately RMB30,743,000). Zamplus
is a private company incorporated in the Cayman Islands. Its subsidiaries
provide consulting services on online advertisement to the customers. The
investment from the Group represents 4.76% of all shares of Zamplus.

There were no impairment provisions on available-for-sale financial assets
made during the year ended 31st December 2014 (2013: Nil).

TRADE RECEIVABLES, DEPOSITS, PREPAYMENTS
AND OTHER RECEIVABLES

15

16

AHHESREE @

Mizfta: R-Z—WE+LA AEEREREENHE
[38,758,000/% ¥ 3% - 4458 %420,000,000
EL(HERHARY124,282,0007T) ° &
BUHERAE —MRBRAMERLETZA
A RAASEZREREREREHRER
EHEEITRAE2.8% °

Mizto : RZZ—WMFENA - AEERHEZamplus
(Cayman) Holdings Limited ([ Zamplus])
89,286/% A% 15 + #8%E /5,000,000% 7T (HE
RHARYE30,743,0007T) ° ZamplusA—FE
RREESEMRLZAADT - HHIER
AR EESREPIREGEARS - REAX
SEE A RE R Zamplus® 555 1H4.76% ©

HE_ZT-—NF+_A=+—BILFE  #E
MAHHESREE RAERE(ZF—=
F o) e

BWHRR - % - BARERK
fib IR IR

Group Company
rEH b N
2014 2013 2014 2013
—EB-mE —FET-=F CZ—E-NOF
RMB’000 RMB’000 RMB’000 RMB'000
ARSTr ARBTT AR®BTR ARETT
Trade receivables (Note a) FEUAR SR (P Ea) 35,916 14,243 = -
Less: provision for impairment R EUERRORIE
of trade receivables B (4,224) (2,822) = -
Trade receivables — net FEURBRFk — 558 31,692 11,421 = -
Deposits, prepayments and e - BRREREA
other receivables (Note b) FEY FIE (M 5ED) 150,116 111,093 - 178
181,808 122,514 - 178
Less: Non-current deposit, A IERBIES
prepayments and other TERTFUIE R H At
receivables FEWRIA (92,649) (77,905) = -
Current portion mENER S 89,159 44,609 - 178
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&GRSR

16 TRADE RECEIVABLES, DEPOSITS, PREPAYMENTS 16 EBWERM » &€ - BARERH

AND OTHER RECEIVABLES (Continued) i WK IR ()
(a) The Group generally grants a credit period of 90 days to customers. () NEE-—RETEZPOREES - &
The ageing analysis of the gross trade receivables is as follows: WER IR AR 2 BRI T AT

Group
AEH
2014 2013

—ET-mF —T—=F
RMB’000 RMB’000
AR¥T T ARETIT

Current to 90 days HIEEESCIIPS 27,815 7,181
91 to 180 days 91E180K 2,464 3,332
181 to 365 days 181E365K 2,827 1,816
Over 1 year HBim—F 2,810 1,914
35,916 14,243
The carrying amounts of trade receivables approximate their fair values. FEWRE R 7 BE BB E AT EHEA
Balances are denominated in RMB and there is no concentration of HEHRUAREHE  ARAEBBRERZEF
credit risk with respect to trade receivables as the Group has a large SEAREE H - WA E E 2 EU R T (S
number of customers nationally dispersed. Bk o
The Group has recognised a loss of approximately RMB5,390,000 for the BE_Z—NUF+-_A=+—HILFE  &~&
impairment of its trade receivables during the year ended 31st December BB R EWBRTOREE B ARES,390,000
2014 (2013: RMB2,533,000). TT(ZZE—=%F : AR¥2,533,0007T) °
As at 31st December 2014, trade receivables of approximately RZE—NME+_A=+—8 " EREX
RMB4,224,000 (2013: RMB2,822,000) were impaired and have been HANRMEA224000T (ZE—=F : ARIK
provided for. The individually impaired receivables mainly represent sales 2,822,0007T) ESRE I RS - [ RIRE UK
made to customers which have remained long overdue. HIETEEMEENEMERARNMNIUE
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BTSRRI

16 TRADE RECEIVABLES, DEPOSITS, PREPAYMENTS

158

AND OTHER RECEIVABLES (continued)

(a) (Continued)
As at 31st December 2014, trade receivables of approximately
RMB3,877,000 (2013: RMB4,240,000) were past due but not
impaired. These relate to a number of independent customers for
whom there is no recent history of default. The ageing analysis of
these trade receivables is as follows:

16 EWERR  #€ AARERHE
fth PE UL SR IE ()
(a) &
R-Z—mME+=-A=+—8 - BUIER
HAREES,877,000L(ZF—=F : AR
#4,240,0007T) BE B RFE - ZFHKR
HEZEBUEFAR  FEITER
Ridsk o ZERUIRRZ REEDITINT

2014 2013

—E-IF —T=F

RMB’000 RMB’000

ARET T AREETTT

91 to 180 days 91E180K 2,464 3,332
181 to 365 days 181E365K 1,413 908
3,877 4,240

Movements in the provision for impairment of trade receivables are as
follows:

FEUBR TR 2 A HEEIT

2014

—E—-mF
RMB’000 RMB’000
ARETT ARETTT
At beginning of the year F1 2,822 3,069
Impairment of receivables FENGRIBRE 5,390 2,533
Write off for impaired receivables JRE LS ER TR R B 8 (3,988) (2,780)
At end of the year G 4,224 2,822

The creation and release of provision for impaired receivables have
been included in the consolidated statement of comprehensive income.
Amounts charged to the allowance account are generally written off
when there is no expectation of recovering additional cash.

The other classes within trade and other receivables do not include a
provision for impairment of other receivables.

The maximum exposure to credit risk at the reporting date is the fair
values of trade receivables disclosed above. The Group did not hold any
collateral as security.
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AR

16 TRADE RECEIVABLES, DEPOSITS, PREPAYMENTS
AND OTHER RECEIVABLES (continued)

16 FEWERR - &e  ANFERAE
b FE WL FR I ()

(b) &% ANRERHEEKRKIEA

(b) Deposits, prepayments and other receivables

Group Company
rEH b N
2014 2013 2014 2013
—E-mE =% —E-mE =%
RMB’000 RMB’000 RMB’000 RMB’000
ARMTRT ARETT AR%TR AR%ET
Short-term deposits btk 12,097 8,140 - -
Long-term deposits REZES 2,905 2,905 - -
Short-term prepayments 52 ERTE IR 21,385 3,486 = -
Long-term prepayments REAFERFIE
(Note (i) (PR&EG)) 42,544 44,400 = -
Other receivables: Hfth e Y 8 - -
- Short-term from former — FEU A E N A
associated company RS HRFRIE
(Note (ii)) (B EGi)) 405 894 = -
— Short-term others — G EAE M
(Note (i) (B EE(Gi)) - 20,668 - 178
- Short-term loan to — IRt FIEEZ
employees (Note (iv)) HHIEH
(B EE(iv)) 23,580 - - _
- Long-term loan to — IRt FIEEZ
employees (Note (iv)) EHEHR
(B EE(iv)) 26,244 30,600 = -
- Long-term loan to an — IR FEEE N A
associate (Note (v)) ZRHEER
(PF=EW)) 20,956 - - -
150,116 111,093 - 178
The fair values are as follows: BREAAFEWT :
Deposits i) 15,002 11,045 - -
Prepayments SENEC 63,929 47,886 - -
Other receivables H fth fE Y 38 71,185 52,162 - 178
150,116 111,093 - 178
Denominated in: O EHEHE -
HK dollars BT 23,580 30,600 - 178
Renminbi AR 126,536 80,493 = -
150,116 111,093 - 178
BRAEFMRDT - 20145 F5K 159
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16 TRADE RECEIVABLES, DEPOSITS, PREPAYMENTS
AND OTHER RECEIVABLES (continued)

160

(b) Deposits, prepayments and other receivables
(Continued)

Note (i):

Note (ii):

Note (iii):

Note (iv):

The balance at 31st December 2014 represents prepayment of
tax associated with the presale of properties on B2B household
electrical appliances business exhibition centre under development.

The balance at 31st December 2013 included an amount of
RMB21,600,000 which represented prepayment made for the
acquisition of certain land use rights of which the transfer of
land use rights is subject to final approval from the related
government authorities. In 2014, based on ongoing discussions
with these government authorities, there are uncertainties as to
when the Group would be able to obtain the final approval for
the acquisition of these land use rights. In this connection, an
impairment of RMB21,600,000 was charged to the statement of
comprehensive income for the year ended 31st December 2014.

This amount represents receivable balances for provision of data
library services from the former associated company, 1t & H K
2B 5E 8% AR A7), which was disposed of in 2011.

Amount at 31st December 2013 included loan and interest
receivable from a private company incorporated in the PRC
amounting to RMB20,668,000. The borrower is one of the
new shareholders of the disposed market research and analysis
business who is an independent third party of the Group. The
loan bore an interest at 8% per annum and was repaid in January
2014,

The balance included an amount of RMB25,907,200 (2013: Nil)
which represents loans granted to several management members
of Beijing Panpass Information Technology Co., Ltd (“Panpass”),
a subsidiary acquired by the Group on 8th October 2014, for their
sole purpose of purchase of shares of Panpass at market price
(2013: Nil) and the shares purchased are pledged to secure the
loans. The loans will mature on 28th September 2017, and bear
interest at a rate of 5% per annum. These management members
hold 20% issued share capital of Panpass after the acquisition of
Panpass by the Group on 8th October 2014.
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(b) &=~

(&)
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GEIME
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R-T—FE+-—A=+—B2&E%
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BESE A ARE21,600,0007T2 50
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Notes to the Congolidated Financial Statements
BHIRERMTE

16 TRADE RECEIVABLES, DEPOSITS, PREPAYMENTS
AND OTHER RECEIVABLES (continued)

(b) Deposits, prepayments and other receivables
(Continued)

Note (v):

The balance also included an amount of RMB23,580,000 (2013:
RMB30,600,000) granted with Employee Share Scheme. On 21st
December 2012, the Group granted loans to several employees
of the Group for the sole purpose of purchase of shares of
the Company at market price. The loans will mature on 21st
December 2015, and bear interest at a rate of 5% per annum.
The loans are denominated in HK dollars. The fair values of the
loans to employees are approximate to their carrying values.

This balance represents loan and interest receivable from an
associate, Hui De Holding Co., Ltd (“Hui De") amounting to
RMB20,956,000. On 14th December 2014, the Group granted a
loan amounting to RMB40,000,000 to Hui De by installment. Up
to 31st December 2014, RMB20,800,000 had been transferred
to Hui De, while the remaining portion has been transferred on
March 2015. The loan will mature on 14th November 2017, and
bears an interest at a rate of 7% per annum.

17 DIRECT SELLING COSTS - GROUP

Upon the receipt of subscription revenue from third party customers,
the Group is obliged to pay sales commissions and agency fees to the
salespersons and agents. The subscription revenue are initially deferred
and recognised in the consolidated statement of comprehensive income
in the period during which the services are rendered. Accordingly, the
commissions and agency fees, which are directly attributable to earning
from such subscription revenue during the service period, are deferred
and recognised, in employees benefit expense (Note 34) and direct
expenses of online services (Note 33), respectively, of the consolidated
statement of comprehensive income throughout the same period.

18 INVENTORIES - GROUP

Raw materials

R

16

17

18

EWERR - #&¢ -  BARERE
b PE WL FR I ()

(b) &  ANRERAEMEKRKIE
(%)
AR IR IEIRE R BT B D
2 &8 A ANRY23,580,000T (=%
— =% : AR¥30,600,0007T) 25K
Ho-Rm—T—=F+=-A=+—8"
AEEREETEERHENR EA
EATEREARARIZRNG - %EE
RER—_E—AF+-_A=-+—B3
o WIREFES%:TE - ERIAE
TLEHE - EFREZERAFERAE
BREEMS °
MizE() © S EEiE I & D R BB ERAR
AR BE]D ZERRMEARK
20,956,0007T ° A=Z—H4E+ =4
+HA  AEESHRAEERE S
A AR¥40,000,0000t 2 B © #HE
—T-NE+-A=+—H ERZ
f=EEEE A R#20,800,0007T © # T EB
DER-ZE—RE=FEE - ZEX
R T —+F+—A+HBRH
WHRFFERT%:TE ©

HEHENET-XEE
BREZE=FRFZIBIRAR  AEEAE
EAREEERREIMHEASRRERE
A o FTIBRAN S AELEY PR RS BT
AR AR RTER o Fitt - F IR HAE BRER
RIBRAMEZREE 2 BERRIEER AR
YRABEEHEENERSBERAEER
RS (K 5E34) R BB ARG 2 B2 H (1
533) e

8 - A%

2014
—E-MmF

2013
—T—=F
RMB’000
ARETIT

RMB’000
ARBTR

520 -

The cost of inventories recognised as expense and included in ‘cost of
revenue’ amounted to RMB7,904,000.

BRI L AHERR |2 EFRASHE
RAEHET 904,0007T ©
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19 RECEIPT IN ADVANCE

Receipt in advance from customers

FEWE P 5R

19 FEWFIR

2014
—E-IF

2013
—E—=F
RMB’000
AREETIT

RMB’000
ARBTR

519,532 -

The amount represents deposits received from independent third parties
on the presale of properties in the B2B household electrical appliances
business exhibition centre under development.

20 AMOUNT DUE FROM A RELATED COMPANY -
GROUP

162

Amount due from a related company (i)

&K BB HSE X ) 3R IA ()

b &R BB E =T WX F#& P B2BK

ERERE

DIEEME RS -

20 FEWEREE D RIRUE — ANEE

2014
—F-nmF

2013
—T—=F
RMB’000
AREFTT

RMB’000
AR®TR

= 1,622

The related company is t REREREFEEBEHAERAA ("HC
Construction”). Prior to 15th September 2014, it was owned as
to 50% by Mr. Guo Fansheng, the Chairman of the Board and
an Executive Director of the Company and as to 50% by Mr. Guo
Jiang, an Executive Director and the chief executive officer of
the Company. Subsequent to 15th September 2014, the Group
has acquired HC Construction and the financial statements of
HC Construction are consolidated into the Group's financial
statements.
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AR

21

22

CASH AND CASH EQUIVALENTS

21 RERB\EEEY

Group Company
REE ¥ /N
2014 2013 2014 2013
—E-mF —E—=4F —E-mEF —E—=fF
RMB’000 RMB’000 RMB’000 RMB’000
AR® T AREFTTT AR%¥Tx ARET T
Cash at bank and on hand RTREREFRS 384,311 262,799 5 5
Fixed deposits TEHIFEH 937,678 762,290 - -
1,321,989 1,025,089 5 5
Denominated in; LATROINERETHE -
Hong Kong Dollars BT 16,945 15,310 - -
Renminbi AREE 1,304,031 1,007,492 - -
US Dollars e 1,013 2,287 5 5
1,321,989 1,025,089 5 5

The fixed deposits were highly liquid with original maturities of three
months or less. As at 31st December 2014, cash and cash equivalents
of approximately RMB693,745,000 (2013: RMB599,061,000) of the
Group were denominated in Renminbi and deposited with banks in the
PRC. The conversion of the Renminbi denominated balance into foreign
currencies is subject to the rules and regulations of foreign exchange
control promulgated by the PRC government.

DEFERRED GOVERNMENT GRANTS

The deferred government grants represent government grants received
for the year ended 31st December 2014.

The grants are to subsidise the Group for the rental discount that the
Group will provide to the prospective tenants of the B2B household
electrical appliances business exhibition centre in Shunde of Guangzhou,
and to subsidise the Group to purchase of fixed assets for the Group's
expansion.

The conditions attached to these grants would be satisfied after 31st
December 2015.

22

THERASRDE  HRIHAA=M@EANK
AR RZZE—WE+=-A=+—08  £&@E
UAREHEATFTATRBBERIETZES RIS
S EEMH A ARKEE93,745,0000( =T —=
F . AR®599,061,0007T) UL EUARE
FHE 2 G838 R IR BN 78S R BT 846
SN B 133 B B AR B AT AR PR o

A 3IE BSUAS #R5 BY
EEBRFHBERHE—F—MF+= A
=+ BRI B -

RN B2 BBREELRER D
ZRFPREESIT - MREE AR
AeIBMARE  RRAEEREETA
AR T4 T -

BB 2 SR —E—RF+ = A
=+—BigiER -

EWMPARAT - 2014FF®R 163



!m-"?‘f‘. 'I

Notes to the Con§olidated Financial Statements
BRI RERITE

23

164

SHARE CAPITAL

23 A

Number of

ordinary shares Par value

EERHE &

RMB'000
ARETT

At 1st January 2013 R-E—=%—F—H 562,051,749 58,167
Issuance of new shares BEITHEIR D 72,000,000 5,659
Exercise of share options TR R MR 25,527,869 2,039
At 31st December 2013 R-_TE—=F+—-_A=+—H 659,579,618 65,865
Exercise of share options TT{ERE AR AE 7,587,000 600
At 31st December 2014 RZE—NFE+_A=+—H 667,166,618 66,465

The total authorised number of ordinary shares is 1,000,000,000 shares
(2013: 1,000,000,000 shares) with a par value of HK$0.1 per share
(2013: HK$0.1 per share). All issued shares are fully paid.

Share options

Pursuant to a written resolution of the shareholders of the Company
dated 30th November 2003, a share option scheme (the “Share Option
Scheme”) was adopted by the Company. Pursuant to the Share Option
Scheme, the board of directors is authorised to grant options to any
directors or employees of the Company or any of its subsidiaries to
subscribe for shares in the Company at prices to be determined by the
board of directors in accordance with the terms of the Share Option
Scheme.

During the year ended 31st December 2004, a total of 26,000,000 share
options were granted to two executive Directors and certain employees
pursuant to the Share Option Scheme, of which 7,850,000, 9,350,000,
1,080,000, 581,000, 265,000, 245,000, 286,000 and 32,000 share
options were lapsed during the year ended 31st December 2005, 2007,
2008, 2009, 2010, 2011, 2012 and 2013, respectively. During the year
ended 31st December 2013 and 2014, 4,915,000 and 1,396,000 share
options were exercised respectively. The grantees can exercise these
options at an exercise price of HK$2.40 per share in a ten-year period
starting from the expiry of twelve months from the date of the granting
of options, being 18th February 2004. Commencing from the first,
second and third anniversaries of the date of grant of options (the “Offer
Date”), the relevant grantee may exercise options up to 33.3%, 66.6%
and 100% respectively.
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23 SHARE CAPITAL (continued)

Share options (Continued)

During the year ended 31st December 2006, a total of 10,000,000
share options were granted to one executive Director and certain
employees pursuant to the Share Option Scheme, of which 2,460,000,
2,908,000, 346,000, 644,000, 274,000 and 134,000 share options had
lapsed during the year ended 31st December 2007, 2008, 2009, 2010,
2011 and 2012 respectively. During the year ended 31st December
2012, 2013 and 2014, 366,000, 1,024,000 and 316,000 share options
were exercised. The grantees can exercise 100% of these options at an
exercise price of HK$1.49 per share in a ten-year period starting from
the expiry of twelve months from the Offer Date, being 23rd June 2006.

During the year ended 31st December 2007, a total of 23,000,000 share
options were granted to two executive Directors and certain employees
pursuant to Share Option Scheme, of which 10,267,000, 1,035,000,
2,403,000, and 668,000 share options had lapsed during the year
ended 31st December 2008, 2009, 2010, and 2011 respectively. During
the year ended 31st December 2012, 2013 and 2014, 1,376,000,
1,621,000 and 995,000 share options were exercised. The grantees can
exercise these options at an exercise price of HK$1.24 per share in a ten-
year period starting from the expiry of twelve months from the Offer
Date, being 11th July 2007. Commencing from the first and second
anniversaries of the Offer Date, the relevant grantee may exercise
options up to 50% and 100% respectively.

During the year ended 31st December 2008, a total of 14,600,000 share
options were granted to one executive Director and certain employees
pursuant to Share Option Scheme, of which 500,000, 1,180,000
and 120,000 share options had lapsed during the year ended 31st
December 2009, 2010 and 2011 respectively. During the year ended
31st December 2010, 2011, 2012, 2013 and 2014, 700,000, 2,300,000,
2,600,000, 3,000,000 and 1,200,000 share options were exercised. The
grantees can exercise these options at an exercise price of HK$0.604
per share in a ten-year period starting from the expiry of twelve months
from the Offer Date, being 29th September 2008. Commencing from
the first anniversary of the Offer Date, the relevant grantee may exercise
all options.

23 KA

BREE
REBEEZTZAFT_A=+—HIEFE &
ERIERRAEETE) - & 3£10,000,00017 BB REHE B %
F—RZHITESRIHET - mEAF2,460,000
7~ 2,908,00017 * 346,00013 + 644,00017
274,00013 &134000{\%&%5%&&1
TEF - :$$/\¢ *Eghi —-=
FNE——FNE—-F+-_A=1+—H
IEFERKY - m%§_3—1¢~:§—5
ER-_T-—ME+-F=+—HILEE  Bf7
#366,0001 - 1,024,0001% & 316,00017 B i%
1o ARARREEBHEI =TT NF A
—t+=) s+ ZEAEmABRZ TFER -
G149 TTHITTIE(BTTE100% < BERRIE -

=
=
— =
=

RBE-ZZLFF+_A=+—HILFE"
1R 4% B8 iR #E 51 & - & $£23,000,000 1 HE %
BEETMERTEERBHEL - MEP
10,267,000 13 + 1,035,000 15 * 2,403,000 9}
668,000 BREDNEE ST /)\F -
TZTNF -  ZT-TFR= f——¢+_ﬁ
T+ ALFERARE - RBEE-_FT——F
—E—=ZFR-_FE-NF+-_A=+—H1t
F£E - B171£1,376,0001) * 1,621,00013 &
995,00017 B AR 7 - F IR AR R EEAR R L A
HENZZETLFLA+—H) BT+ =EARE
WIS 2 TER - LER1. 248 THITEETT
FZEEBE  WURLBrE—REZAF
B BEARARZA S BITTE50% &% 100%
2 BBRRAE o

REBEEZTZNFT_A=+—HIEFE &
%f%ﬁ%ﬁﬁff%éﬁ%u 4 $£14,600,00017 B f 1 B 1%
F—ZPTES LIS ET - MEF 500,000

%~ 1,180,00015 %% 120,00017 B % 4 B A &L
EZTThF - ZE-TFER-T——F+=
A=t BLFERKXK -RBE=ZT—Z
F _ET——F . —FT——-F -_FT—=F
R-ZT—mNE+-A=+—HItEE 217
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23 SHARE CAPITAL (continued)

166

Share options (Continued)

During the year ended 31st December 2010, a total of 33,800,000 share
options were granted to one executive Director and certain employees
pursuant to Share Option Scheme, of which 700,000, 400,000
and 800,000 share options had lapsed during the year ended 31st
December 2010, 2011 and 2012 respectively. During the year ended
31st December 2011, 2012, 2013 and 2014, 1,000,000, 5,550,000,
9,482,000 and 3,650,000 of such were exercised. The granters can
exercise these options at an exercise price of HK$0.82 per share in a ten-
year period starting from the expiry of twelve months from the date of
the granting of options, being 7th April 2010. Commencing from the
first and second anniversaries of the Offer Date, the relevant grantee
may exercise options up to 50% and 100% respectively.

During the year ended 31st December 2011, a total of 3,000,000 share
options were granted to certain employees pursuant to Share Option
Scheme, of which 100,000, 100,000 and 50,000 share options had
lapsed during the year ended 31st December 2011, 2012 and 2013.
During the year ended 31st December 2012, 2013 and 2014, 800,000,
1,670,000 and 30,000 of such were exercised. The granters can exercise
these options at an exercise price of HK$1.108 per share in a ten-
year period starting from the expiry of twelve months from the Offer
Date, being 28th March 2011. Commencing from the first and second
anniversaries of the date of grant, the relevant grantee may exercise
options up to 50% and 100% respectively.

On 3rd April 2013, a total of 1,500,000 share options were granted
to an employee pursuant to Share Option Scheme. The grantee can
exercise these options at an exercise price of HK$4.402 per share in
a ten-year period starting from the expiry of twelve months from the
date of the granting of options, being 3rd April 2013. Commencing
from the first anniversaries of the date of grant, the relevant grantees
may exercise options up to 10% and gradually up to 100% at the fifth
anniversary of the Offer Date. During the years ended 31st December
2013 and 2014, no share options were exercised.

On 18th November 2013, a total of 10,000,000 share options were
granted to certain employees pursuant to Share Option Scheme. The
grantee can exercise these options at an exercise price of HK$9.84 per
share in a ten-year period starting from the expiry of twelve months
from the date of the granting of options, being 18th November 2013.
Commencing from the first anniversaries of the date of grant, the
relevant grantees may exercise options up to 10% and gradually up to
100% at the fifth anniversary of the Offer Date. During the years ended
31st December 2013 and 2014, no share options were exercised.
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23 SHARE CAPITAL (Continued) 23 A

Share options (Continued)
The assumptions for revaluation of fair value of share options are as

follows:
29th
23rd June 11thJuly  September
2007 2008
“EEN\E
RA=tNA
Exercise price (in HK dollar) TEEET) 149 124 0.604
Fairvalue of the options (inRMB) ~ EREATE(ARE) 3919000 9390000 2,756,000
Risk free interest rate (in %) aEBF|E(%) 4911 4757 3133
Expected ffe (in years) BHEH(F) 3255 2462 3848
Volatilty (in %) RE)(%) 348 49 722
Expected dividend per share (cents)  EEEREE(S) 0 0 0

AR
BEBREATEMEZBROT

18th
Tth April ~ 28th March 3rd April  November
2010 2011 2013 2013

—E-3F —E—-F “5-= —E-=
MAtRE ZA=TNH MA=A t-ATNA

082 1.108 4402 9.84
12,527,000 1,377,000 3,754,000 50,125,000
2.865 2820 m 1915
3459 3849 9.1-9.6 4719
798 714 75 715

0 0 0 0

At the working date before options were granted, 22nd June 2006,
10th July 2007, 26th September 2008, 6th April 2010, 25th March
2011, 2nd April 2013 and 15th November 2013, the market value per
share was HK$1.45, HK$1.24, HK$0.55, HK$0.82, HK$1.1, HK$4.3 and
HK$9.23 respectively.

Movements in the number of share options outstanding and their
exercise prices are as follows:

(i) Pre-IPO Share Option Scheme

REBREERLATZTER  —TTXF XA
—+-H ZZEZt+FLA+TH T N\F
NAZ+RB - ZZT—ZTFMWARA =%
——H&=f=-+FHHB —ZET—=FWA_-H
k—ZT—=F+—A+HA SERHEIHA
1.45%8 70 ~ 1.24747C ~ 0.55/8 7T ~ 0.828 7T »
1.177T « 43870 %9.2347T ©

RITEBRREE RITEEZESHIT

() BXAFERETEKESE

2014 2013
—2-mEF —T-=4%

Exercise

price in HK$

Expiry date per share
BRET

FH A TEE

At 1st January 0.44
W—H—RH

Lapsed and exercised 0.44
BARMRATE

Exercise
Share price in HK$ Share
options per share options

fEaRE T1E(E B

- 0.44 4,036,016

- 0.44 (4,036,016)

At 31st December 17th December 2013 0.44
W+=—A=+—H R_Z—=F+=-A++tH

- 0.44 -
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23 SHARE CAPITAL (continued)

168

Share options (Continued)
(i) Share Option Scheme

23 A ()

B
(i) BREHE

—B-IF
Exercise Exercise
price in HK$ Share price in HK$ Share
Expiry date per share options per share options
BRET BB
ZHA THEE AR 1728 e
At 1st January 2.40 1,396,000 2.40 6,343,000
m—HA—H 1.49 1,844,000 1.49 2,868,000
1.24 5,370,000 1.24 6,991,000
0.604 4,200,000 0.604 7,200,000
0.82 15,868,000 0.82 25,350,000
1.108 280,000 1.108 2,000,000
4.402 1,500,000 4.402 -
9.84 10,000,000 9.84 -
Granted 2.40 - 2.40 -
B 1.49 - 1.49 -
1.24 - 1.24 -
0.604 - 0.604 -
0.82 - 0.82 -
1.108 - 1.108 -
4.402 - 4.402 1,500,000
9.84 - 9.84 10,000,000
Lapsed and exercised 2.40 (1,396,000) 2.40 (4,947,000)
O AR R 1.49 (316,000) 149 (1,024,000)
1.24 (995,000) 1.24 (1,621,000)
0.604 (1,200,000) 0.604 (3,000,000)
0.82 (3,650,000) 0.82 (9,482,000)
1.108 (30,000) 1.108 (1,720,000)
4.402 - 4.402 -
9.84 - 9.84 -
At 31st December 18th February 2014 2.40 - 2.40 1,396,000
R+=ZA=+—H —E-MNFE-ZA+N\H
23rd June 2016 1.49 1,528,000 1.49 1,844,000
ZE-RFRAZT=H
11th July 2017 1.24 4,375,000 1.24 5,370,000
—E—+FtA+—H
29th September 2018 0.604 3,000,000 0.604 4,200,000
—Z-\ENAZTNH
7th April 2020 0.82 12,218,000 0.82 15,868,000
—ZETFMNALEA
27th March 2021 1.108 250,000 1.108 280,000
—E-—F=A=++H
3rd April 2023 4.402 1,500,000 4.402 1,500,000
ZE-=FHA=H
18th November 2023 9.84 10,000,000 9.84 10,000,000

—ZE-=F+—A+)\H
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23 SHARE CAPITAL (Continued) 23 A

Share Award Scheme

On 23rd November 2011 and pursuant to the share award scheme,
the Board resolved to grant an aggregate of 24,181,000 shares to 72
selected employees (including an executive Director).

On 14th June 2012, the Board resolved to grant Mr. Lee Wee Ong, an
executive Director, 3,000,000 shares, subjected to a vesting period of 36
months.

On 20th August 2012, the shareholders resolved to grant Mr. Guo Jiang,
an executive Director, 16,700,000 shares, subjected to a vesting period
of 72 months.

On 17th January 2014, the Board resolved to grant Mr. Yang Ning, an
executive Director, 3,000,000 shares, subjected to a vesting period of 48
months.

As at 31st December 2014, 45,566,000 shares (31st December 2013:
42,574,000 shares) had been purchased by the trustee as awarded
shares pursuant to the terms of the share award scheme. The awarded
shares will be held by the trustee in accordance with the rules of the
share award scheme and the relevant trust period.

The awarded shares are subject to vesting periods from 6 months to 72
months.

f% 17 2 B 5T &l
R-ZZE——&+—A=+=RH  RERKDED
e BEESRBANUKHERE (BE—
AITES) R T 46 $£24,181,0008 817 -

RZZE——FATHMB  EFERERPIT
ZF =lee Wee Ong¥t4E#F3,000,000% %17
B A36MEA -

RZZE——FN\A-+H BRERBANTE
EELT A% F16,700,00008 0% (0 @ SREEIA
7218 A -

R-E—NE—A++H  BFEREAWPT
EEI5EFL AR F3,000,00000815 - ZEEHA
48fER -

HE-_Z-—NE+-_A=+—0 " ZEARE
B& 19 82 Bh =1 2 2 15 30 88 B 45,566,000 (= Z
—ZF+=HA=+—8 : 42,574,0000%) i&1H1E
BRERG - ZEFEEIIRND S HZTARBR
19 RENETE RN R AR -

ZEEBMBENNEBHACEAZT2EA -
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23 SHARE CAPITAL (Continued) 23 A ()
Share Award Scheme (Continued) 8viE-1 R [6))
The following table represents the movements for number of shares TR BEF BN EE T —OF+=
under the share award scheme for the year ended 31st December 2014. R=1+—HIEFERMHEE 285N
Number of
shares
RBEE
As at 1st January 2013 R-TE—=F—H—H 23,273,337
Shares purchased from the market RTiGEEER D 18,456,000
Shares vested during the year REEDHBIRD (6,980,002)
As at 31st December 2013 R-_TE—=F+_-_A=+—H 34,749,335
As at 1st January 2014 RZZE—MFE—HF—H 34,749,335
Shares purchased from the market R EERD 2,992,000
Shares vested during the year REEEHBRD (6,305,936)
As at 31st December 2014 R-E—NNF+_-_A=+—H 31,435,399
The following is a summary of the shares granted, vested and lapsed UTABRE_Z-—NF+_A=+—HKRZ=Z
during the years ended 31st December 2014 and 31st December 2013: —=FT A=t —BIEFERRAFEEE

170

o BB RAR RS EE

Number of shares

ROEE
(in thousand unit)
(F5%)
2014
—E—MF
As at 1st January n—HA—H 36,056 43,036
Granted during the year REFEHET 3,000 -
Shares vested during the year KEESFERD (6,306) (6,980)
Allocated but not vested BB REE 32,750 36,056
The Group has adopted the requirements under HKFRS 2 to account for AEBECRERMNEBYERELEDE2H 2R
the equity compensation expenses of the shares granted at the date of E - REHBEIEATERERFHERANRE -

grant at fair value.
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24 OTHER RESERVES 24 HibfEE
Group
A5E
Available -
for-Sale  Shares held
Convertible Share-based Share financial  for share
Share bond Other Merger compensation ~redemption  Exchange assets reward
premium  reseve  reserve  reseve  reseves  reseve  Reserve  reserve  scheme Total
fLE
TERES HRARER SHEE RARBHE
RiaE B HtBE  AHERE CRERR G EiGE e Fiki A
RVB'000 RMB'000 RMB'00! RMB'00! RVB'000 RMB'000 RMB'000 RMB'000 RVB'000 RMB'000
\RETT  ARETR \RETT  ARETT ARETR ARETT i
At 1st January 2013 R-E-=%-A-A 205,397 - (49,618) 109817 51,466 4% (10,141) - (31,648) 275,769
Share based compensation LA 7 EE
- value of employee -ERRBEE
services - - - - 22,566 - - - - 22,566
Issuance of new shares — E{THR 400,274 - - - - - - - - 402,274
Brercise of share options 17 RfE 20847 - - - - - - - - 20847
Currency translation EHERER
difference - - - - - - (2,69 - - (269
Shares purchased under TP #4ED: 2]
share award scheme EARG - - - - - - - - (84,650) (84,650)
Vesting of awarded shares - SEZEIR() 4751 - - - (13235 - - - 8,484 -
Changes inownership ~~ AHEBATRRRES
interestin subsidiaries ~ EEEYENEA5)E
without change of (Fs)
control (Note 25) - - 32,125 - - - - - - 32125
At31st December 2013 RZE-=F
T-A=1-H 633,269 - (17.493) 109,817 60,797 4% (128%) - (107.814) 666,239
At 1st January 2014 RZZ-ImE-F-A 633,269 - (17.493) 109,817 60,797 4% (1283) - (107,814) 666,239
Share based compensation  bR(A%C 2 B
- Value of employee -EARBEE
services - - - - 29912 - - - - 29912
Convertible Bond - Fouity AR ES - EEHH
Component (Note 29) ~~ (Ff££29) - 50,858 - - - - - - - 50,858
Brercise of share options 7B TRfE 6,353 - - - - - - - - 6,353
Currency translation EHELER
difference - - - - - - 2,355 - - 2,35
Shares purchased under {31475t
share award scheme EARR - - - - - - - - (30848 (30,849)
Vesting of awarded shares  REREIRT 1198 - - - (8,908) - - - 7710 -
Fair value gain on JRHESHAR
avallable-for-sale DTENE
financial assets, netof R (HE15730)
deferred tax (Note 15 & 30) - - - - - - - 16,067 - 16,067
Changes inownership AR TERRES
interestin subsidiaries B EEG EREALE
without change of (FfzE2s)
control (Note 25) - - n - - - - - - 7
At31stDecember 2014 R-E-I%
T2h=1-8 640,820 50,858 (17.421) 109,817 81,301 4% (10478) 16,067 (130.952) 741,008
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24 OTHER RESERVES (continued)

PRC companies are required to allocate 10% of the companies’ net
profit to a subsidiary reserve fund until such fund reaches 50% of the
companies’ registered capital. The statutory reserve fund can be utilised,
upon approval of relevant authorities, to offset accumulated losses or to
increase registered capital of the companies, provided that such fund is
maintained at a minimum of 25% of the companies’ registered capital.
As at 31st December 2014, retained earnings comprise statutory reserve
fund amounted to RMB46,443,000 (2013: RMB23,727,000).

172

24

Hibf#E e
FEARNMERARMAFZ10% D EEEM B A
AlZfEEE  AEZREHELERARFMER
250% c EERBESCEUE BUERTRAR
W R BB MA R ZEMER « &R
FHEHEBEFN AR EMELRZ25%KFE -
R-ZE—NFE+-A=+—0 BFWEBRE
EERES ARYEL6,443,000T(—T—=4F :
AR#23,727,0007T) °

Company
O]
Shares held
Convertible  Share-based Share for share
Share bond compensation  redemption Exchange reward Accumulated
premium reserve reserves reserve reserve scheme Total losses
TakRES URGBER e RE
RiEE B ZRRRE ROBERE EjififE Fisie Ch ZiER
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'00 RMB'000 RMB'000
ARETT T ARETR \RETT TT T AREFT ) T
At 1st January 2013 W-E-=F-f-H 205,397 - 48,112 496 (260) (31,648) 222,097 (51491)
Loss for the year TEEBR - - - - - - (23,642)
Share based compensation - MR 2B E
value of employee services -EERBEE - - 22,566 - - - 20,566 -
Issuance of new shares BAERG 402,274 - - - - - 402,274 -
Exercise of share options T BmE 20,847 - - - - - 20,847 -
Currency translation difference  SEE} £ - - - - (224) - (224) -
Shares purchased for share
award scheme ARz 8 E AR - = - - - (84,650) (84,650) -
Vest of awarded shares FEZBRA 4,751 - (13,235) - - 8,484 - -
At 31st December 2013 RZE-=F
+-A=1t-8 633,269 - 57,443 496 (484) (107.814) 582,910 (75,133)
At 1st January 2014 R-E-I5-F-H 633,269 - 57,443 496 (484) (107.814) 582,910 (75,133)
Loss for the year TEEBR - - - - - - - (31,383)
Share based compensation - LURAE I Z&(E
value of employee services -EERHEE - - 29912 - - - 29912 -
Convertible Bond - Equity ThRER-EEHH
Component (Note 29) (fik29) - 50,858 - - - - 50858 -
Exercise of share options HEsE 6,353 - - - - - 6,353 -
Currengy translation difference  EHERZE - - - - 4 - 4 -
Shares purchased for share (A #2012
award scheme ENER - - - - - (30,848) (30,848) -
Vesting of awarded shares GEREIRD 1,198 - (8,908) - - 7710 - -
At 315t December 2014 R-F-R%
+ZA=1t-H 640,820 50,858 78,447 496 437) (130.952) 639,232 (106,516)
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25 CHANGES IN OWNERSHIP INTERESTS IN

SUBSIDIARIES WITHOUT CHANGE OF CONTROL
On 24th February 2014, a new shareholder injected capital amounting
to RMB170,000 into LT 2K IEEFEEAR AR, a non-wholly-
owned controlling subsidiary of the Group. The new shareholder
subscribes 10% of the equity interest. After this transaction, the equity
interest in GEILTTEWIEEZ TEK AR A7 was diluted from 59% to
53.1%.

The carrying amount of the non-controlling interest disposed and
consideration paid in excess of carrying value recognised within equity as
a result of the transaction with non-controlling interest were as follows:

25 AEFHREEFEN T2 RAES

2E

RZE—NEFEZAZ+MNHE  —&BHREAAR
EEFZERRWEBRARHLMEREETY
BHERAREE ARE170,0007T © #FARER
BB10% IR AHERS o RS - REILTTEEE
BFEEBRATZBRAERD B59%#EE
53.1% °

A B IEIE R R TR 5 BT & IR
s RENREZEEERHERRNER 2R
E{E - ZHIT

2014

—E-—mF

RMB’000

ARET T

Carrying amount of non-controlling interests disposed B Hi € eI A i 25 > BRTEI (B 98
Consideration received from the non-controlling interests = U IEIZEiERER A E (170)

Consideration received in excess of carrying value R NERBLEREZ EWRE

recognised within equity (72)

On 20th December 2013, a new shareholder injected capital amounting
to RMB50,000,000 into BREZIRREIMIEE AR AF], a non-wholly-
owned controlling subsidiary of the Group. The new shareholder
subscribes 10% of the equity interest. After this transaction, the equity
interest in ERZBXEH XL EFR A has diluted from 59% to
53.1%.

The carrying amount of the non-controlling interests disposed of and
consideration received in excess of carrying value recognised within
equity as a result of the transaction with non-controlling interests were as
follows:

Carrying amount of non-controlling interests disposed

RZE—=F+=ZA=+H —FBFREALX
EEFEZERRNBRABERZRREHILE
ERDENTEE ARES0,000,0007T © FALHR
E10% WAz - WX 5% RERBRERE
WIEEBRARZBRAERE B59% #EE
53.1% °

m R BRI R TR 5 BT & IR R
@ N BB 2 BRE B A a5 O RERR 2 BR
A - ZEHIT

2013
—T—=F

RMB'000
ARETT

Pt & JEIE RS i 25 2 BRI B 17,875

Consideration received for the non-controlling interests = Yt IEIZEAERERS R (B (50,000)
Consideration received in excess of carrying value RiESANERBLRIAEL
recognised within equity BHRE (32,125)
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26 FINANCE LEASE OBLIGATION 26 BMEHSESEE

2014 2013
—ZT—gF —T—=fF

RMB’000 RMB'000
ARBTR ARBTT

Finance lease obligation MEREEMT
Non-current IEMED 979 1,323
Current VipE2) 1,175 759
Total finance lease obligation RERER TR 2,154 2,082

2014
—B—ImF

RMB’000 RMB'000
AR®TR ARETT

Gross finance lease liabilities — minimum lease LvREREasE—

payments SEBEMNK
No later than 1 year TER—F 1,432 995
Later than 1 year and no later than 5 years ER—FETERRET 1,096 1,465
Future finance charges on finance leases BEME 2 RRENE T (374) (378)
Present value of finance lease liabilities MEHEGERE 2,154 2,082
The present value of finance lease liabilities MEHEBEHRAENT :
is as follows:
No later than 1 year TERR—F 1,175 759
Later than 1 year and no later than 5 years EBR—FETNERRSF 979 1,323
2,154 2,082
The fair values of the finance lease obligation equal their carrying MEREEFE A TFEEAKREEES - BE
amounts. The carrying amounts of the finance lease obligation are HEEEZEHEAARBHE - AHESR
denominated in RMB. The effective interest rates for the finance lease E2 B REBRMENF1.28EE1.49E -

obligation ranges from 1.28% to 1.49% per month.
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27 TRADE PAYABLES, DEFERRED REVENUE AND 27 FE(JBRR ~ IEEEWA UK EFTE

ACCRUED EXPENSES AND OTHER PAYABLES AR H A FRTE

Group

&M
2014 2013
—B-F —E-=F
RMB’000 RMB'000
ARBTT ARETT

Trade payables (a) FERTER R (a) 2,988 2,622
Deferred revenue RIEMA 371,747 502,734
Accrued expenses and other payables FEEHE A R H At FE A )08 72,782 64,643
447,517 569,999

(@) The ageing analysis of trade payables is as follows: (a) FERERZZEREBSTIMT :

2014 2013
—ZT—gF —T—=F

RMB’000 RMB'000
ARBT T ARMET T

Current to 90 days BNEAZE90K 2,479 1,138
91 to 180 days 91E 180K 247 458
181 to 365 days 181E 365K 152 484
Over 1 year BiE—5F 110 542

2,988 2,622

BHRBAMRDA - 20145FF8
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28 BORROWINGS 28 f&E

2014 2013
—B-IF —F =5

RMB’000 RMB'000
ARBTR ARBTT

Non-current portion: FERNHEAER Y -
Bank borrowings RITEE 32,766 24,838
Other borrowings HEmfEE 8,373 77,649
41,139 102,487
Current portion: BNEAER S
Bank borrowings HRITEE 90,000 -
Other borrowings HEmEE 8,525 11,184
98,525 11,184
139,664 113,671
Movements in borrowings is analysed as follows: fEE 2 SBAHMT -

2014 2013
—EF-nmF

RMB’000 RMB'000
AR®TR ARBFT

At 1st January n—A—H 113,671 -
Additions of borrowings HEEE 137,562 201,840
Repayments of borrowings EBEEs (111,569) (88,169)
At 31st December Rt+-—A=+—8H 139,664 113,671
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28 BORROWINGS (continued)
Bank borrowings mature in full on 10th May 2017, part of which
amounting to RMB90,000,000 will mature in 2015 by installments, and
bear average interest rate of 7.7% per annum and bank borrowings are
secured by land use rights, investment properties and properties under
development amounting to RMB718,831,000 (2013: RMB416,537,000).

Other borrowings are provided by the non-controlling shareholders
of a subsidiary of the Group for the investment in the associate. The
borrowings are un-secured, and bear average interest rate of 6.5% per
annum (2013: 7.8% per annum). The carrying amounts of borrowings
approximate their fair values and are denominated in RMB.

The Group's borrowings were repayable as follows:

28 EE @)
RITEEN =T —

+tERATRABIE - BOE
T E AR%90,000,000 R —E—HFD

B WIRFHFRNR77EE - RITHE
ERTERE  REAMERERBYESST
ARM718,831,000L(ZTE—=F : ARM
416,537,0007T ) {EHE I o

Hiptg B A& H — M B QR 2 JEE AR
MRS A RRE MM - ZEERBEERK
BYHFMNESE(ZF— =4 FHETS
[E)RtE - R ZREEEE A TERS - A
AREDIE -

REBEEZEERIAT

2014 2013

—F-MF —F =%

RMB’000 RMB’000

AR®T ARET T

Within 1 year —FE R 98,525 11,184
Between 1 and 2 years —FERFA 32,766 77,649
Between 2 and 5 years MFEERFA 8,373 24,838
139,664 113,671

As at 31st December 2014, the Group has undrawn banking facilities
of RMB137,235,000 that are expired beyond one year (2013:
RMB255,162,000).

29 CONVERTIBLE BONDS

The Group issued convertible bonds with a coupon rate of 5% per
annum at a total principal value of HK$780,000,000, approximate
RMB615,342,000 on 27th November 2014. The convertible bonds
will mature on 27th November 2019 at its principal amount or can be
converted into the Group's shares at the bondholder’s option at rate of
HK$11.63 per share.

The fair values of the convertible bonds were valued by an independent
valuer as at 27th November 2014. The convertible bonds comprise a
liability component and an equity conversion component.

MW-_Z—NE+-_A=+—8 A&EEH
KRITEUIR 7T B & £ A R ¥ 137,235,000 ¢ -
hBER—FRIBP(ZT—=F: AR
255,162,0007C) °

29 ARES
AEEBRZ-ZZ—NF+—A=+tAHET
N4 4 %8 /5 780,000,0008 7T - AR
615,342,0007T * Z=HE XK FF5% 2 Al AR E
%5 A mRESFEN -_ZE—hE+—A=-++t
BIZEASHIMRRBESSEAZEEN
Bl11.63BTHBARNEBRD -

R_TE—NE+—A=++H8 - JERESFZ
&iﬁmﬁlﬁifﬁﬁﬂﬂ&ﬁ@ c AIRBRESFEIEE
EHb D MR ER IS

&
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29

178

CONVERTIBLE BONDS - THE GROUP AND THE
COMPANY (Continued)

The fair values of the listed bond component were calculated by using
a market interest rate of similar non-extendable and non-convertible
bonds. The fair values of the convertible bonds were valued by using the
Binomial Option Pricing Model. The residual amount, representing the
value of the equity conversion component, is included in the convertible
bond-equity conversion reserve under equity attributable to equity
holders of the Company.

The convertible bonds recognised in the consolidated balance sheet are as
follows:

29 TRES -AEERAERQT

(#8)
J:?n‘1§%ﬁ5"2’“¥ﬁﬂffﬁl%M)’FEME,HJ%&
PABRBESR 2 TSN EFH - AJRRESZ
RFETIER BT BRI ETTA(E -
REGEENESERES ZEBE) TEFARR
A A ARIGERIA N R RR S —
A o

REHEERBRERZBRESZNT :

RMB'000
ARETT

Cash received BYERE 615,342
Fair values of convertible bonds issued on RZZT—NF+—RZ+EBBE%#T

27th November 2014 SR ES 2 A TFE 615,342
Less: Legal and professional fee paid W BERRBEEER (14,594)
Less: Equity conversion component R R E R E S (50,858)
Liability component on initial recognition at RZZE—NFE+—AZTEBPHR

27th November 2014 BEHS 549,890
Add: Effective interest expense e BEEFEHAE 3,960
Add: Exchange reserve N BN 106
Less: Interest paid B BATFE -
Liability component as at 31st December 2014 RZZT—NFE+_A=1+—HZBE&HD 553,956

Note: B & -

The fair value of the listed bond component of the convertible bonds as at 31st
December 2014 is calculated using cash flows discounted at a rate based on the
discount rate of 7.5%.

The convertible bonds — liability component are classified under non-current

liabilities. The carrying amounts of convertible bonds — liability component are
denominated in Hong Kong dollars.
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30 DEFERRED INCOME TAX - GROUP

Deferred income tax assets and liabilities are offset when there is a
legally enforceable right to offset current tax assets against current tax
liabilities and when the deferred income tax relates to the same tax
jurisdiction. The offset amounts are as follows:

Deferred income tax assets (to be recovered

30 IEZEMBH —AEEH
EHAEARITEFAGEBHIBEEENEH
HIEaERY  MEEHEHSRE SR
AR BRI REAMSHEER A EE -
WIHL AT -

2014
—g-mE

2013
—F—=F
RMB’000
AREBT T

RMB’000
ARBTR

EREPTEHEE N8

after more than 12 months) + @A B&:EMD) 4,452 3,208

Deferred income tax liabilities (to be settled EEFBHAREEREG
after more than 12 months) +-EABEBZH) (23,987) (14,009)
(19,535) (10,801)

The net movement on the deferred income tax account is as follows:

EIEFTISTHAR B B BFREMT ¢

2014 2013

—E—gEF —E—=F

RMB’000 RMB’000

AR¥T T ARETFT

At 1st January w—A—A (10,801) (5,887)

Acquisition of a subsidiary Wi —FM B AR (8,126) -

Charged to the other comprehensive income REM 2R 8 (3,175) -
Credited/(charged) to the consolidated B (i) A6

statement of comprehensive income relER 2,567 (4,914)

At 31st December R+-—A=+—8H (19,535) (10,801)

As at 31st December 2014, deferred income tax liabilities of
RMB45,651,000 (2013: RMB23,727,000) have not been recognised for
the withholding tax that would be payable on the unremitted earnings
of subsidiaries in the PRC. The unremitted earnings are to be used for
long-term future development. The income tax liability is not recognised
where the timing of the reversal of the temporary differences is
controlled by the Group and it is probable that the temporary difference
will not reverse in the foreseeable future.

The movements in deferred tax assets and liabilities during the year
without taking into consideration the offsetting of balances within the
same taxation jurisdiction, are as follows:

M-Z—NE+-_A=+—0 ERETHEH
B8 2 B 2 AR BEE ) 22 7| P = 1+ O TE A0 A i R e
RIBELEFMSH B EARK 45,651,000 (=F
— =4 : AR#23,727,0007T) ° KIEHEF
HEAERRRAERE - WE b Z R RE R
FA AN SR (B ) I BT B A= BB 7R 1) B RR R aE
[ - BT RSB E -

FRRIERIRE E R B EE I ORE REHER
IS EDARER AR T -
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30 DEFERRED INCOME TAX — GROUP (continued)

Deferred tax assets

30 EEMBH —FAEB
FEERIEEE

Tax losses
HIBEER
2014
—E—MF
RMB’000 RMB’000
ARET T ARETTT
At 1st January K—HA—H 3,736 4,901
Acquisition of a subsidiary (Note 14) WeiE — bR A | (FIFE14) 180 -
Credit/(charged) to the consolidated statement &2,/ (84 A HHRA W R
of comprehensive income 1,064 (1,165)
At 31st December BW+—-—A=+—H 4,980 3,736

Deferred tax liabilities

EERARE

Deferred expenses

BRI X

2014 2013

—ZE-mF —T—=F

RMB’000 RMB’000

AR¥T T ARETTT

At 1st January w—H—H 14,537 10,788

Acquisition of a subsidiary (Note 14) Wk — B AR (H3E14) 8,306 -
(Credit)/charged to the consolidated statement &2,/ () AR A MR

of comprehensive income (1,503) 3,749

At 31st December Rt+—-_A=+—H 21,340 14,537

Deferred income tax assets are recognised for tax loss carried forwards to
the extent that the realisation of the related tax benefit through future
taxable profits is probable. The Group does not have unrecognised tax

losses as at 31st December 2014 (2013: Nil).
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31 INCOME TAX PAYABLE AND OTHER TAXES

31 BEMEHEREMEHBRE - &

PAYABLE - GROUP |
2014 2013
—E-mF —E—=F
RMB’000 RMB’000
ARETR ARETFT
Income tax payable: JEFIPTISH -

Corporate income tax RSN 26,521 22,436

Other taxes payable: EAfth FEAHIIE -
Value added tax EEH 3,422 7,523
Cultural and development tax XL REREB 1,555 367
Other taxes Hb 1A 10,380 9,921
15,357 17,811

32 OTHER INCOME

Government grants

32 Hfplg A

2014
—s-mE

RMB’000
ARET T

BT 9,706

2013
—T—=F
RMB’000
ARETTT

3,473

The Group received grants mainly from various local authorities in the
PRC for promoting electronic trading platform amongst the enterprises
in the PRC, the conditions specified in the government approval were

fully achieved during the year.
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33 EXPENSES BY NATURE 33 EMESIEZEH
2014 2013
—E—mEF —E—=%F
RMB’000 RMB’000
AR¥T R ARBTFT
Direct expenses of trade catalogues and yellow  TEEBHENEEEHKZ
page directories HEZEH 18,970 21,977
Direct expenses of online services BEERG c BEEE R 3,094 3,988
Direct expenses of seminars and other services izl @ R E b iR 2 HiEEH 42,465 42,238
Direct expense of anti-counterfeiting products P& & R IRE 2
and services BHEEBR 7,904 -
Agency cost RIEBER 166,262 151,369
Marketing expenses TISHES A 71,472 50,467
Network and telephone expenses wEAER 15,731 11,214
Auditor’s remuneration IZERAT B & 2,123 1,981
Staff costs, including directors’ emoluments ETRA(BEESHE) 310,346 296,894
Amortisation of land use rights b AR S 428 430
Amortisation of intangible assets AR N 1,498 4
Depreciation of property, plant and equipment — #)% « E KRB ZITE 29,886 23,503
Provision for impairment and write off of trade  EUBR 3% 2 R E B
receivables k] 5,390 2,533
Bargain purchase from business combination EBarREBRE (38) -
(Gain)/loss on disposal of property, plant and HEME  BERZEZ
equipment (), B8 (86) 281
Operating lease payments in respect of land and BRI+ RIEF 2
buildings AR 19,887 14,132
Impairment of prepayment of land use rights T A RETE T FRIBRUE 21,600 -
Professional fee EXEH 9,506 4,858
Travelling expenses PR ERE 11,030 9,810
Other expenses HAhE A 44,939 35,604
Total cost of revenue, selling and marketing HERA - HERTISHERA
expenses and administrative expenses VAR AT E PR 4 782,407 671,283
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34 EMPLOYEE BENEFITS EXPENSES

34 EERABEX

2014 2013
—2-mF —F=F

RMB’'000 RMB'000

AR®T T AR¥ET T

Wages and salaries TENHS 259,838 256,901
Retirement benefits costs (a) RREFA A ) 20,596 17,427
Share based compensation LARR D A5 2 f1E
— share option scheme — FElERT 2 17,441 2,744
Share based compensation AR S A5 2 718
— share award scheme — B 22 BT & 12,471 19,822
310,346 296,894

The employee benefits expenses amounting to RMB2,523,000 (2013:
RMB2,702,000), RMB94,024,000 (2013: RMB79,218,000) and
RMB213,799,000 (2013: RMB214,974,000) are recognised in cost of
revenue, administrative expenses and selling and marketing expenses,
respectively in the consolidated statement of comprehensive income.

(a) In accordance with the PRC regulations, the Group is required to
make annual contributions to the state retirement plans calculated
at 20% of the basic salaries of the employees, and employees are
required to contribute 8% of their basic salaries to the plans. The
Group has no obligations for further pension payments or any
post-retirement benefits beyond these annual contributions. The
retirement benefits are paid directly from the plan assets to the
retired employees and are calculated by reference to their monthly
basic salaries at the date of retirement and periods of service
rendered.

As at 31st December 2014, there were no forfeited contributions
available to offset future retirement benefit obligations of the
Group.

EERFFAZ A ARY?2523,000T (=
T—=fF: AR¥27020007m) AR
94,024,0007t(—ZE— =4 : AFR%79,218,000
TL) R ARM213,799,000T( —ZE— =4 : A
R¥#214,974,00070) 7 BlEE A& BHéR & Wam &
MIHERAE THRERUREERTISHEES
HEJ °

Q) BETERY  AEMSFEAREER
AFH£20%AERERTEIHE - EB
BB S B EEAT £8% 2 it
B o BMZEEFHRYN  AEEBERSE
HARR SRS RIKEER « BIK
BB B EEPEE SN TRINE
B WREHNEKBEZ EAAHRIZ
1R BRTS 2 FF AT -

RZB—MFE+ZA=+—8  HELK
FRAH AR AR E R ER IR R
e
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34 EMPLOYEE BENEFITS EXPENSES (Continued) 34 EEEANEXZ @
(b) Directors’ and senior management’s emoluments (b) EERSNEEAENSE
The remuneration of every director for the year ended 31st HE_Z-—NF+_A=+—HILFE
December 2014 is set out as below: BEEREZMEEIINAT

Employer's Share based

Salary and contribution  compensation

discretionary to pension from share

Name of Director bonus scheme  option scheme

DY 12 g |

#ER BN K%
Espg i REERA | E2E & st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARBTR ARBTR ARBTR ARBTR

Director iz

Mr. GUO Fansheng BAESLE - 600 64 - 664
Mr. GUO Jiang (Note 1) T AE(FE) - 600 64 5,011 5,675
Mr. LEE Wee Ong LEE Wee Ong%: £ - 720 - 2,850 3,570
Mr. YANG Ning BERE - 820 64 1,631 2,515
Mr. ZHANG Ke RRAE 100 - - - 100
Mr. XIANG Bing BE%HE 100 - - i 100
Mr. ZHANG Tim Tianwei RRERAE 100 - - - 100
Total FE 300 2,740 192 9,492 12,724
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34 EMPLOYEE BENEFITS EXPENSES (continued) 34 EERAEZ e
(b) Directors’ and senior management’s emoluments (b) EEREREEAEMES@®
(Continued)
The remuneration of every director for the year ended 31st HE_Z—=F+-A=+—HIFE"
December 2013 is set out as below: BEEEZMEEINOT

Share based

Employer's  compensation

Salary and contribution from share

discretionary to pension option

Name of Director bonus scheme schemes

ESfA e FERBRBEL
RMB000 RMB'000 RMB'000 RMB000 RMB‘000
ARETL  ARBETR  ARETR  ARETR  ARETR

Director Bz
Mr. GUO Fansheng FREEHE - 600 59 - 659
Mr. GUO Jiang (Note 1) L (FE) - 600 59 5,011 5,670
Mr. LEE Wee Ong LEE Wee Ong’t £ - 1,934 - 1,985 3,919
Mr. ZHANG Ke FrAEE 100 - - - 100
Mr. XIANG Bing BELLE 100 - - - 100
Mr. ZHANG Tim Tianwei FRELE 100 - - - 100
Total @5t 300 3,134 118 6,996 10,548
Note 1:  Mr. Guo Jiang is a director and also the chief executive officer. MizE1 . ITEERERFITHAEE -
There was no arrangement under which a director waived or BEEENEE—T—NF+A=1+—
agreed to waive any remuneration during the years ended 31st BER-ZZE—=F+-A=1+—HItFER
December 2014 and 2013. FYREREEAME 228 -
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34 EMPLOYEE BENEFITS EXPENSES (Continued) 34 EEEANEXZ @
(c) Five highest paid individuals () EuEEHAL
The five individuals whose emoluments were the highest in the REERFARUSSFALERE=2E
Group for the year include three (2013: two) directors whose B(ZE—ZF MR EFzMeER
emolument is reflected in the analysis presented above. The EXFREFzoTP R - RERERT
emoluments paid and payable to the two (2013: three) individuals FZMA(CE—=F : ZR)ALTzBem
during the year are as follows: Ik

2014 2013
—F-MmF —T=fF

RMB’000 RMB'000
ARET T ARETT

Basic salaries, housing allowances, share EXF®  FERR -
options, other allowances and benefits RBARHE - HfhRAE K
in kind EYF = 1,793 4,046
Retirement plan contributions RIRET B 45 110
1,838 4,156
The emoluments for these two individuals (2013: three) fell within ZME(ZE—ZF : ZR)ALTZHEH
the following bands: BT

Number of individuals

AE
2014 2013
—E2-mE —T=%
Nil to HKD1,000,000 0%£1,000,00078 7T
(equivalent to Nil to RMB788,900) (HZR0E AR#788,9007T) - -
HKD1,000,001 to HKD1,500,000 1,000,0017&7C% 1,500,000
(equivalent to RMB788,900 to BT (HHERARKE788,9007T
RMB1,183,350) = AR%1,183,3507T) 2 2
HKD1,500,001 to HKD2,000,000 1,500,001 7C22,000,0007% 7T
(equivalent to RMB1,183,350 to (FBENARE1,183,350LE
RMB1,577,800) AR#1,577,8007T) = -
HKD2,000,001 to HKD2,500,000 2,000,001 7L 52,500,000/ 7T
(equivalent to RMB1,577,800 to (FBERAR1,577,800T %
RMB1,972,250) AR#1,972,2507T) - !
(d) During the year, no emoluments have been paid by the Group (d) i AEEVERESR XA
to the directors or the five highest paid individuals mentioned BEFATIAERNNE - ERMARR
above as an inducement to join or upon joining the Group, or as MAR KBRS 2 BB s R EBA 2 f#E
compensation for loss of office (2013: Nil). (Z—=F:8|)-
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35 FINANCE INCOME, NET 35 B ARE

2014 2013
—E-MEF —E—=F
RMB’000 RMB’000
AR¥T R ARETFT
Interest expense: FEXH
— Bank borrowings —iRITEE (5,626) -
— Other borrowings —HiEE (5.690) (7,546)
— Issued convertible bonds (Note 29) —BEITARRES (M5E29) (3,960) -
— Finance lease obligation —RMEHEEET (341) (340)
Finance expenses B E H (15,617) (7,886)
Less: amounts capitalised on qualifying assets B AEREEZERNMLEEE 10,666 7,546
Total finance expenses WIS E REsE (4,951) (340)
Finance income 5 T ON
— Interest income on short-term bank deposits ~ — 45 BRsRITIF T E UL A 30,095 12,894
— Interest income on other loan receivables —HifaE R FIEH 2 A 1,684 3,661
Finance income g 1PN 31,779 16,555
Net finance income g PN 26,828 16,215

36 INCOME TAX EXPENSE

36 FTiSHiRx

—E—mEF —T—=F
RMB’000 RMB’000
AR®BTT ARETFT

Current income tax expense & RSB Y
— Hong Kong profits tax (Note a) —BHEAEH (Ha) = -
— The PRC Corporate income tax (Note b) — AR EIEPTIS R (M 5ED) 40,394 29,678
Deferred income tax (credit)/expense EEFTBR (L), Fx (2,567) 4,914
37,827 34,592
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36 INCOME TAX EXPENSE (continued) 36 FTEFBEX )

(@) No Hong Kong profits tax has been provided as there is no (@) HREFAABREBELERTRT -

assessable profit arising in Hong Kong for the year (2013: Nil). MW AREBNERIELBE (ZE—=
Fm)o

(b) The PRC corporate income tax represents taxation charged on (b) FECEMSREFREAEBRRFAEE
assessable profits for the year at the rates of taxation prevailing in TS FTTE & (RS T ER A 770 R Sk FE AR B AR
the cities in the PRC in which the Group operates. Wz BT -
The tax rate applicable to the subsidiaries in the PRC is 25%, except TEHREKI2HBEARBERBER
for certain subsidiaries granted with preferential tax treatment as 25% - WEAS IR E 2 A THE
High/New Technology Enterprise of which the applicable tax rates is NAEIF ZERBEE  R15% 2EAH
15%. KNI -

The tax on the Group’s profit before tax from continuing operations REE G AR B SR BIA S A 2 18 6

differs from the theoretical amount that would arise using the taxation FRAAREERARMEER 2B XA EMSER

rate of the home country of the Group companies as follows: HREERNAT :

2014 2013
—ZT-mF —T—=fF

RMB’000 RMB'000
AR®TR ARETT

Profit before income tax KR PSR AT A 221,088 186,126
Tax calculated at 25% (2013: 25%) R25% KT H 2 HiIA
(—=—=%: 259,) 55,272 46,532
Effect of different taxation rates in other cities/  HAmERNTRIFER
under preferential tax treatment BIREERE 28 (22,369) (13,550)
Expenses not deductible for tax purposes TR 2 B R 4,924 1,712
Utilisation of previously unrecognised tax losses — {# F3 R R AR 2 FiTEE 18 - (102)
Income tax expense FifSfif > 37,827 34,592

37 LOSS ATTRIBUTABLE TO EQUITY HOLDERS OF 37 AAREREFE AEGLEIER
THE COMPANY

The loss attributable to equity holders of the Company is dealt RATIERFFA ARG EEARE31,383,000
with in the financial statements of the Company to the extent of T(ZE—=%F : AR¥23,642,0007T) 2R
RMB31,383,000 (2013: RMB23,642,000). NRI SRR ©
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38 EARNINGS PER SHARE

Profit attributable to equity holders of

the Company

38. BIREF|

RAFREEE AR

2014
—g-mfE
RMB’000
ARMF T

187,633

2013
—E—=4F
RMB’000
ARETIT

153,326

2014 2013
—2-mfF —= =

No. of shares No. of shares

RAEE B 1h & B

("000) ('000)

(FB) (FAR)

Weighted average number of shares in issue BEITIRD 2 TS B 662,209 582,199
Incremental shares from assumed exercise of REEITEE & AR E T

share options granted 0z M tn 25,376 33,792

Diluted weighted average number of shares EE MRS 687,585 615,991

Basic earnings per share (in RMB) BREREBF(ARE) 0.2833 0.2634

Diluted earnings per share (in RMB) FRESERT(ARE) 0.2729 0.2489

39 DIVIDENDS

No dividend was paid or declared by the Company during the year (2013:

Nil).

To the best knowledge of the Directors, there was no arrangement
under which a shareholder has waived or agreed to waive any dividends
during the years ended 31st December 2014 and 31st December 2013,

respectively.

39 RE

F ) e
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40 CASH GENERATED FROM OPERATIONS

190

HC International, Inc. -

(a) Reconciliation of profit before taxation to net cash
generated from operating activities

0 REXBEEZHE

(a) FRBIAIENEEEER RSN
AFHEHER

2014 2013
—E2-IF —T=5F
RMB’000 RMB’000
ARE TR ARBTFT
Profit before income tax B Al 221,088 186,126
Adjustments for: FE
Depreciation of property, plant and WM BEMEREBZITE
equipment (Note 8) (PfF5E8) 29,886 23,503
Amortisation of intangible assets (Note 7) WL EESE(WFET) 1,498 4
Provision for impairment of trade receivables  fEURBRFN 2 BB B 5,390 2,533
Provision for impairment of prepayment of T Hb{F TN RIE 2
land use right DERI=EEL ] 21,600 -
Amortisation of land use rights T HbfE AR G 428 430
Share based compensation — value of VARRAD A+ 2 #i1E —
employee services (Note 34) B BRRIS(EE (H7534) 29,912 22,566
(Gain)/loss on disposal of property, plantand HEWE - BENERFEZ
equipment (Note b) (Wezs) /BB (HisEb) (86) 281
Interest income (Note 35) FEHA (HF7E35) (31,779) (16,555)
Interest expense (Note 35) FLE Sz (Mf7E35) 4,951 340
Share of profit from investments accounted  FE{GIEHEEABR
for using equity method (Notes 12 and 13) BT (HFE125%13) (324) -
Operating profit before working capital EEESEHAZ
changes Pl 282,564 219,228
Changes in working capital: BEESEE
Acquisition of properties under development — UgEEIE{EH &S a3 R 2
held for sale (151,147) (208,268)
Changes in trade receivables FEUR AR TR (13,739) 5214
Changes in deposits, prepayment and other  #&& ~ FAFIE &
receivables H R UGRIE & (24,211) 3,281
Changes in amount due from a related FEU— i BAES A RIRE
company & 1,622 (18)
Changes in inventory FEZE) 674 -
Changes in direct selling costs BEHERARE 22,607 (51,251)
Changes in trade payables FERTBR B (3,386) (203)
Changes in accrued expenses and other JERTE B R E M fEN A
payables & 2,456 31,794
Changes in deferred revenue LLH&)\”‘E*‘ (130,987) 165,317
Changes in receipt in advance TR R IE & &) 519,532 -
Changes in other tax payable HAib EEHIHE S (2,454) 9,445
Cash generated from operations KEEEZRS 503,531 174,539
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40 CASH GENERATED FROM OPERATIONS (Continued)

(b) Proceeds from disposal of property, plant and
equipment
In the consolidated cash flow statements, proceeds from disposal
of property, plant and equipment comprise:

40

REEBREF 2RE @
b) HEVE BERRXREZFE

IR
GEABRSRERA  HENE  BER
REBZAERARE

Capital expenditure contracted for at the year ended 31st
December 2014 but not yet incurred is as follows:

2014
—E—MF
RMB’000 RMB’000
AR®TT ARETTT
Net book amount: BREVFE ¢
Property, plant and equipment (Note 8) YIE - RS ks (B EEs) 734 1,161
Gain/(loss) on disposal of property, HeEME  BERSREY
plant and equipment (Note 33) Wz (518) (FI7E33) 86 (281)
Proceeds from disposal of property, HEME - BERZEZ
plant and equipment FriSEIR 820 880
41 COMMITMENTS 41 Ak
(a) Capital commitments (a) EAHIE

HEZZ—NF+_A=+—RHLFE -

BETREMAREEZ BAAENT

2014 2013

—E-mF —E-=F

RMB’'000 RMB’000

AR¥T T ARETTT

Property, plant and equipment mE - BEREE 594 53,304
Investment properties and properties under R EYZEK

development BRPYE 88,291 284,050

Investment in joint venture and associate AR NRIREERTZIRE 154,000 -

242,885 337,354

BHRBAMRDA - 20145FF8
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41 COMMITMENTS (continued)

(b) Commitments under operating leases
At 31st December 2014, the Group had future aggregate
minimum lease payments under non-cancellable operating leases
in respect of buildings which expire as follows:

41 A

(b) RERNELE
RZT—WF+ZA=+—H ' X&ER
BT 2B RN s S B BB
ZEEBEFBBENT -

2014

—E-—mE
RMB’000 RMB’'000
AR¥T T ARETT
Within one year —FR 13,132 13,529
In the second to fifth year inclusive FIEFRAF(RITEEMT) 14,991 28,276
28,123 41,805

42 CONTINGENT LIABILITIES

As at 31st December 2014, there were no material contingent liabilities
to the Group (2013: Nil).

43 RELATED-PARTY TRANSACTIONS

Apart from the transactions already disclosed in other notes in these
financial statements, the Group has the following significant transactions
that were carried out with related parties:

(a) Sales of services

Sales of services HE R

- R BRRERESERNERAA
(technology services) (i)

- REBRERESERERAA
(be granted the right to use the domain
names and trademark) (ii)

Ko 7813 ) i)

—IEREBRERES
BR AR (B AR ) () 158 211
— A RBRERIE BT

BRAR (EEEERESE

42 HZABE
R-FBE—NE+-—F=+—0 A&EEHES
RSFARBE(ZZE—=F:8)-

43 EBHALIRS

BRZEUBHRcEMHNEEREZRS
Sh - AEBEBEBATETZERZ ST

(a) SHERRH

2014
—E-IF

2013
—T—=F
RMB’000
AREETTT

RMB’000
ARET T

i

180 240

338 451
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43 RELATED-PARTY TRANSACTIONS (

ontinued)

(a) Sales of services (Continued)

U

(ii)

EREBREERERBRHARAEF ("HC Construction”),
a company owned as to 50% by Mr. Guo Fansheng, the
Chairman of the Board and an Executive Director of the
Company and as to 50% by Mr. Guo Jiang, an Executive
Director and the chief executive officer of the Company,
entered into a three-year Technology Services Agreement
with the Group in 2002, and on 31st December 2004,
the parties entered into a supplemental agreement which
extended the term of the Technology Services Agreement to
31st December 2007 and on 30th December 2007, 2009,
2011, and 15th September 2014, the parties entered into
another supplemental agreement which extended the term of
the Technology Services Agreement to 31st December 2009,
2011, 2014 and 15th September 2017 respectively.

Pursuant to the Technology Service Agreement (as
supplement), the Group received technical service income
from HC Construction based on the working hours devoted
to the service and support.

HC Construction entered into a three-year Domain Names
and Trademark Licence Agreement with the Group in 2002,
and on 31st December 2004, the parties entered into a
supplemental agreement which extended the term of the
Domain Names and trademark Licence Agreement to 31st
December 2007 and on 30th December 2007, 2009, 2011,
and 15th September 2014, the parties entered into another
supplemental agreement which extended the term of the
Domain Names and Trademark Licence to 31st December
2009, 2011, 2014 and 15th September 2017 respectively.

Pursuant to the Domain Names and Trademark Licence
Agreement (as supplemented), HC Construction was granted
the right to use the domain names and trademark owned
or attained by the Group during the agreement period for a
fixed fee.

The sale of services amounting RMB338,000 represents the
transaction between the Group and HC Construction from 1st
January 2014 to 14th September 2014. As mentioned in Note
14 to the consolidated financial statements, the financial
condition and results of operation of HC Construction are
consolidated in to that of the Group, since 15th September
2014, the transactions with HC Construction are no longer
related party transactions of the Group.

43 BBALRH )
(a) ﬁé%HEﬁ% %)

(i)

b’A —F EREBHEERES
.JEUEBE A([Zl|EHRl —X
EE$EET%$A?Ef%$ﬂ TEES)
AT AR BITREEFRNT
BEITHRERD BIEA50% M 5
ZRE)EAREET - =FH
BRI W - R -_TEMOF+—
A=+—8 &7 aibhs
Hﬂ%ﬁﬁlﬁ“’[ﬁ%%ﬁﬂﬁi_y % ‘ti
TZA=+—B mR=-%

F - :Z@nﬂzfz——¢+f
A=+BAUR=ZE—MFAA+H
SR §EEET1%$?ET§%* 'Hﬂ%ﬁ
RIS HHED BIEME—TTNE
TR —FR-FT-NUF+_H
=t+-BUER=ZE—tFNA+H
=

R AR ek (R HFE) - A&
BRI R AR THRAE
HERERUER B AT AR TS A

CCPP_E - BRRURAKE
T — = HE R R A
#eoR-TEMEF-A=+—

B 2rivmnahs  BEak
AEFAIREERE_TT+F
+-A=+—H -R_ZEZT+F -

—ETAFER -_T——HF+_-A
—+tHEUERZZ—NWEALATH
B 5BV fEaE S8
kERHAHESERE ST
hWE - —Z——FR T —NF
+-A=+—BUE-ZT—+tFA
A+EH -

RESZEBRFA S (KH
7)o BRERRETERERER
18h a 5 e {50 7 S S (B P A A
AR ER o

$HE RIS A R #5338,000 L5 AN &
BEEEEERN T NFE—F—
HENA+MHAFT#EST
ZR5 e MEMIMBRENE14
Frit - EEREER 2 AR g
EERATALREBZ AT BR
K- -BZET—WMNFNLATHABE -

HE-T—

HIZRERZ X T BEAEEH
BALRS e
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43 RELATED-PARTY TRANSACTIONS (continued) 43 BEEBALIRZ @)
(b) Purchases of services (b) BERKE
2014 2013
—E—NF —E—=f
RMB’'000 RMB’000
ARETR ARBTIT
Purchases of services: BE R
-t REBRERESERAFRA — It REHEERESEN
(online information dlstrlbutlon services) (i) BRAR(BREEM
BmARTS () 180 240
- IR BREREEHAERA — Ik REEERESHN
(online advertisement publlcatlon services) (ii) ARAR(EFEFEETE
BRA% (i) 75 100
255 340
(i) HC Construction entered into a three-year Online Information iy MN-TZT_F BEERELE
Distribution Agreement with the Group in 2002, and on 31st Bil— M =—FHBLEE% M
December 2004, 2007, 2009, 2011, and 15th September HE - RZTTWF - —TT+
2014, the parties entered into a supplemental agreement F ZERNER_T——F+Z
which extended the term of the Online Information R=+—BUERZZ—mFENA
Distribution Agreement to 31st December 2007, 2009, 2011, +HB  EHRINERERE H%ﬁ
2014 and 15th September 2017 respectively. FEEREMHEIFERE_ZT
& ZZTTNEF ZE——FR
—E-NFE+ZA=T—HUAKRZ
Z—+FNATEHER
Pursuant to the Online Information Distribution Agreement (as RIER s B8 (Kmx)
supplement), HC Construction received distribution income ERERERETERSFRNAEER
from the Group at a fixed rate per annum. It disseminated WA R A o 5% A RIFE ELAR A I
the Group’s business information and research reports on its ANEBETE 2 A FBHAEER
web-site and on those as stipulated by the Group. REBRATR®E -
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43 RELATED-PARTY TRANSACTIONS (continued)

(b) Purchases of services (Continued)

(ii)

HC Construction entered into a three-year Online
Advertisement Publication Agreement with the Group in
2002, and on 31st December 2004, 2007, 2009, 2011, and
15th September 2014, the parties entered into supplemental
agreements which extended the term of Online Advertisement
Publication Agreement to 31st December 2007, 2009, 2011,
2014 and 15th September 2017 respectively.

Pursuant to the Online Advertisement Publication Agreement
(as supplement), HC Construction received publication income
from the Group at a fixed fee. It published the Group’s
advertisements on its website and on those as stipulated by
the Group.

The purchase of services amounting RMB255,000
represents the transaction between the Group and HC
Construction from 1st January 2014 to 14th September
2014. As mentioned in Note 14 to the consolidated financial
statements, the financial condition and results of operation
of HC Construction are consolidated in to that of the Group,
since 15th September 2014, the transactions with HC
Construction are no longer related party transactions of the
Group.

(c) Key management compensation

Salaries and other short-term employee

43 BEBALTRE @

(b) BERK®)

(ii)

R-ZZBT_F BREZHEARE
BV —Hh=FHRLESHZE
hiE - RZZTETWNF - T+
F ZETNFRZT——F =
A=Z+—BUER=-Z—MNFNA
+HA  EHITUETEGE - 58
LESTIEHBEIRERE_ZT
+tF ZTTNF T —FR
ZE-NE+A=+t—HNUER=
T—tFNA+HEHB

REMEESTIEGHE(E/R)
SBIRERIZ B E B A A A S E U ER
TIBEWA - Z R BB R A%
B E 2 M E TIEAREEES -

8 B iR % A R ¥ 255,000 L5 A &
RSN T NE—f—
AE-T—MFNA+MBEA#ETT
2R MAEMHBMEM 14
Frit - BER 2 MR R A&
RIBREFARER 2 & IR
x-BZT—NFALATHBR
HERER 2RI TEBEAERZ
BEALRS -

() TEEEAESHM

FekHEMERREEREN

2014
—EB-OF

RMB’000
ARBTR

RMB'000
ARET T

benefits 5,262 6,200
Share-based payments ARGAD B R 2 3R 9,667 10,008
14,929 16,208
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43 RELATED-PARTY TRANSACTIONS (continued)

(d) Loans to related parties
On 21st December 2012, a loan was granted by the Group to
Mr. Yang Ning, an executive Director, pursuant to the Employees’
Share Scheme and a loan agreement dated 21st December 2012
was entered into between the Company and Mr. Yang in respect
of the Loan. The loan’s terms and conditions are as follows:

Amount of
loan

ENREH
RMB’'000
ARBT T
Mr. Yang Ning 2,000 3 years from date of advancement 2,103
BELE Baf A et - REI=4F

43 BEBALTRE @

(d) BEBALZER
R_ZT——F+=-A=—+—H8 " REEE
IRIDEHEI AN R BG5S A LB KA L
HBA—Z——_F+-A-+—HZEX
g AEEETHRTEEHLE—EE
Koo BER GG

Amount

reimbursed

including

interest as at

31st December
2014 Interest rate

R=-ZF—NF
+=A=t+—H
REZSHE
(BFEFL)
RMB’000
ARBTT

5% per annum

FHE5E

No provision has been required as at 31st December 2014 for the
loans made to key management personnel and associates.

Mr. Yang Ning had resigned as an executive director and president
of the Company with effect from 30th March 2015, and agreed to
settle the above loan and interest receivable on April 2015.

44 EVENT AFTER THE BALANCE SHEET DATE

196

On 17th March 2015, the Group has entered into a letter of intent, in
which the Group has intended to enter into a share purchase agreement
with Orange Triangle Inc., a limited liability company incorporated in
the United States of America to acquire 100% of its entire share capital
and to appoint a PRC nominee to enter into another equity transfer
agreement to acquire 100% share capital of Beijing Zhixing Ruijing
Technology Co., Ltd, a company incorporated in the PRC for a total
consideration of RMB1,500,000,000. 30% of the total consideration
shall be paid in cash and the remaining 70% of which shall be paid by
way of issuing new shares by the Group as calculated on HK$8.5 per
shares. Please also refer to the announcement of the Company dated
17th March 2015 for further details.
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WZZ—WE+-A=+—0 - HEA®
TEERABRBEAL ZERIELE
1

SEREER _T-AF=A=+HEHE
ARBWTESRAE  IRBER-F
—RFEHABN B SR KA B -

44 HEEREEE

RZZ—HF=A+tB  AEEFIER
£ B - AEEE EOrange Triangle Inc. (A
EFERE REEMA I 2 BB AT RUIELE
HRAT BRI AETPERE AU
BB R A TH R BHR A R A R (R B A
ZEBRRR)BEHRAGT LS —HEREEER
# 0 BRERAR1,500,000,0007T - #ARE
Z30%BIAREER - MERT70% #5358 BHA
SEBITHRG (REKRARN R8.SETTHE)E
- B —FeE  F2HARFRHAZ
T-RAF=RTEHZAM -
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