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Biographical Details of Directors and Senior Management

Mr. Chen Wei Wei (BR#E ), aged 32, is our
Chairman and Executive Director. He was appointed
on 13 December 2013. He is also the Chairman of
the Nomination Committee. Mr. Chen is primarily
responsible for the overall management, market
and business development, product development,
production and operation management of our Group.
Mr. Chen has more than 11 years of experience in
management, business development and operation of
manufacturing industry. Mr. Chen joined our Group
on 17 April 2009 as a deputy general manager and
had been, responsible for sales and research and
development, and became the general manager
of our Group on 1 July 2013. He graduated from
both the Fuzhou Gongren Yeyu University (18N
T AE#KE) and the Fujian Institute of Hydraulic
and Electrical Engineering (822K F|E HEK) in
July 2002, majoring in computer and information
management and powerplant and electric power
system respectively.

Ms. Zheng Li Fang (28EEZ5), aged 31, was appointed
as an Executive Director of our Company on 18
March 2016. She is responsible for overseeing the
administration and human resources matters of
our Group. Ms. Zheng graduated from the Fuzhou
University ( 48 N K 2 ) with a Bachelor Degree in
Enterprise Management in 2008. Prior to joining the
Group, Ms. Zheng served as a general manager of the
Xiamen Dahei Technology Co. Ltd. (EFIARZRIEZA
BRAa]) from 2013 to 2015. Before that, she served
as an assistant president in the Gamewave Interactive
(Xiamen) Technology Co. Ltd. (% (EF)BRIRABR A
&) from 2009 to 2013.

Mr. Sun Shao Hua (&2 %), aged 44, is our
founder and Executive Director. He was appointed on
13 December 2013. Mr. Sun is primarily responsible
for the overall strategic planning and business
development of our Group. Mr. Sun has approximately
15 years of experience in the packaging industry
and corporate management. Mr. Sun established
the business of our Group in 2006 and has been
heading the Group since its incorporation. Mr. Sun
was previously the standing director of the 7th China
Packaging Federation Council (TEIBEBASE+
JEIEEE) in 2011. Mr. Sun was awarded the 5th

Lake Poyang Printing Development Contribution
Award (5 T JEEF55 OB E) M EDRIEE R T B ) by the
Association of Printing and Copying Industry in Jiangxi
Province (TPI& ENRIE R E) in December 2011.
Mr. Sun completed a postgraduate economics course
at Jiangxi University of Finance and Economics (T #4871
4 RE) in July 2005 and graduated from the Central
Communist Party School Correspondence Institute (&
Hrp R ERHIFERT) in December 2006, majoring in
economic management. Mr. Sun completed the 2006
Chief Executive Course at Xiamen University School of
Management in August 2007 and the GEM Financing
and Private Fund Executive Course at Fudan University
in April 2009.

Mr. Liu Da Jin (8/K#), aged 50, was appointed
as an Independent Non-executive Director on
13 December 2013. Mr. Liu is also a member of the
Audit Committee and the Nomination Committee
and the chairman of the Remuneration Committee.
Mr. Liu has been a non-practicing member of the
Chinese Institute of Certified Public Accountants
since June 1996. He has also been the consultant of
the Xiamen City Economic Management Consultancy
Association (EFTH&BEEIRK A E) since August
2008 and the council member of the Xiamen City
Accounting Association (EFST & 52 €) since March
2005. Mr. Liu graduated from the Central University
of Finance and Economics (FF R EFALKEE) (originally
named Central Institute of Finance and Banking A&
B & B2 BT) in June 1989, majoring in accounting.
He then obtained a postgraduate certificate from the
Xiamen University Postgraduate School in September
1992. Mr. Liu worked as a teaching assistant at
Jimei Finance and Economics School (£23E 81 & E47)
from the August 1984 to August 1987. Mr. Liu then
served as the deputy director and instructor at the
Department of Financial Management at Jimei College
of Finance (REF KR ERIEHR) from July 1989 to
August 1995. Mr. Liu worked as a certified accountant
at the Xiamen Jiyou Accounting Firm (BP9 kK &5t60
EFT) from June 1995 to May 1999. Mr. Liu worked
in various faculties of the Jimei University (£ K 22)
since September 1995 and is currently the Associate
Dean of its Faculty of Overseas Education.
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Biographical Details of Directors and Senior Management

Mr. Ma Yiu Ho, Peter (5#%), aged 51, was
appointed as an Independent Non-executive Director
on 13 December 2013. He is also the chairman of the
Audit Committee. Mr. Ma is currently the financial
controller of the Chyau Fwu Properties Limited, a
company principally engaged in property development
and hospitality. He has been a member of the Hong
Kong Institute of Certified Public Accountants
since February 1990 and a fellow member of the
Association of Chartered Certified Accountants (UK)
since April 1994. Mr. Ma obtained a Master Degree
of Business Administration from the Hong Kong
University of Science and Technology in November
1995. He is also a member of the Hong Kong Institute
of Directors since December 2015. He has over 20
years of experience in the finance and accounting field
and had been the financial controller and company
secretary of The Hong Kong Parkview Group Limited
(now named as Joy City Property Limited, stock code:
207) and the financial controller of VODone Limited
(now named as V1 Group Limited, stock code: 82),
shares of these two companies are listed on the Stock
Exchange. He had also served as the chief financial
officer of Superior Fastening Technology Limited, a
Singapore listed company. Mr. Ma had also worked
for the Standard Chartered Equitor Trustee HK Limited
and the Hong Kong Government’s Audit Department.
He has been an independent non-executive director
of the Sky Forever Supply Chain Management Group
Limited (formerly known as Rising Power Group
Holdings Limited) (stock code: 8047) from July 2014
to May 2015. Mr. Ma is currently and has been an
independent non-executive director and chairman of
the Audit Committee of Convoy Financial Holdings
Limited (stock code: 1019) and Huisheng International
Holdings Limited (stock code: 1340) since March 2010
and February 2014 respectively. Shares of these three
companies are listed on the Stock Exchange.

Mr. Wu Ping (2 ¥), aged 53, was appointed as an
Independent Non-executive Director on 13 December
2013. He is also a member of the Audit Committee,
the Nomination Committee and the Remuneration
Committee. Mr. Wu completed a monetary banking
correspondence course at the Jiangxi University of
Finance and Economics (T FAEF4EAE) in July 1998.
Mr. Wu obtained an intermediate level of finance
gualification granted by the Ministry of Personnel
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of the PRC in November 2000. Mr. Wu held various
positions in the Yichun branch and Fengxin branch
of the China Construction bank from 1981 to 2012,
including serving as the manager of the Credit
Approval Commission of the Yichun branch, the
manager of the Credit Approval Department of the
Fengxin branch and the branch manager of the
Fengxin branch.

Mr. Guo Xiu Peng (2855 8), aged 38, joined the
Group in October 2008 as the Director of Production.
He is responsible for the production and equipment
management of the Group. In July 2000, he graduated
in the Jiangxi Normal University (T FARI#5 K 2) with a
Bachelor Degree in Control Technology Engineering.
He has over 9 years of experience in production
management.

Mr. Li Jian Jie (Z#%E), aged 43, joined the Group
in March 2013 as the Director of Research and
Development. He is responsible for the research,
development and design of the Group. In July 1993,
he completed a 2-year arts programme at the Sanming
Normal College (ZFRENEEERIE4L). He has over
9 years of experience in the design and advertising
industry.

Mr. Hu Chung Ming (#8°R ), aged 43, joined the
Group in August 2013 as the Chief Financial Officer
and the Company Secretary of the Company. He is
responsible for the planning and management of
accounting, financial related matters and corporate
reporting of the Group. In December 1996, he
graduated in the University of Queensland, Australia,
with a Bachelor Degree in Commerce. He is a member
of the Australian Society of Certified Practising
Accountants and a fellow member of the Hong Kong
Institute of Certified Public Accountants. Prior to
joining the Company, he had served international
audit firms for three years and listed companies
as financial controller and company secretary for
more than 11 years. He is currently an Independent
Non-executive Director of Leyou Technologies
Holdings Limited (formerly known as Sumpo Food
Holdings Limited) (stock code: 1089), the shares of
which are listed on the Stock Exchange.



Chairman’s Statement

Dear Shareholders,

On behalf of the board (the “Board”) of directors
(the "Directors”), of China Packaging Holdings
Development Limited (the “Company”), it is my great
privilege to present to our shareholders the annual
results of the Company and its subsidiaries (collectively
the “Group”) for the year ended 31 December 2015.

Profit attributable to shareholders of the Company in
2015 amounted to approximately RMB54.8 million as
compared to RMB62.1 million in 2014. The decline in
net profit was mainly due to (i) loss on modification
of convertible bonds, (ii) equity-settled share option
expenses and (iii) the increase in finance costs.

During the year under review, with the full year
contribution of new production lines established
in late 2014, our annual production capacity has
expanded to cope with the increasing demand
of paper-based packaging products in the PRC.
Leveraged on our extended sales network, enriched
customer bases and enhanced production capacity,
our Group achieved a record-high sales volume and
revenue. Total sales volume was approximately 206.2
million square meter, up by approximately 25.3%,
as compared to approximately 164.6 million square
meter in 2014. The revenue of the Group amounted to
approximately RMB615.4 million, up by approximately
25.2%, as compared to approximately RMB491.5
million in 2014. Gross profit reached approximately
RMB148.5 million, surged by approximately 26.6%
as compared to approximately RMB117.3 million in
2014.

The Group always strives for business diversification.
During the year, we have successfully signed a share
purchase agreement to acquire the entire interest
of Cable King Limited. Cable King Limited together
with its subsidiaries are engaged in the development,
distribution and operation of online gaming
products in the PRC. The acquisition was approved
by the Company’s shareholders on 15 March 2016.

Completion of the acquisition will be conditional upon
the satisfaction of certain conditions and is currently
expected to take place at the beginning of the second
quarter of 2016. The acquisition of a mobile game
developer is a good opportunity for the Company
to expand beyond the packaging business into the
mobile game industry. In view of the significant
demand and rapid growth in the mobile games
business of China in recent years, we are confident
that the addition of a strong mobile game developer
business to the Group’s existing businesses will help
to diversify our earnings base and strengthen our
foundation for future growth.

Looking ahead, the Group remains confident that the
Chinese economy will continue with its stable growth
trajectory with an increasing domestic demand. The
Group will continue to strengthen its roots in China,
take advantage of the opportunities offered by
China’s development and expand our market share.
On one hand, we will continue to invest further in
upgrading the existing production facilities with more
advanced machinery and equipment to enhance our
product quality, production capacity and efficiency.
On the other hand, we are optimistic with the mobile
game business, and will pay close attention to its
development to plan for the future moves in the
industry, in order to strive for optimum return on
investment.

On behalf of the Board, | would like to take this
opportunity to extend my sincere appreciation
to my fellow colleagues for their dedication and
commitment as well as to our valued shareholders,
customers, suppliers and other business partners for
their support and encouragement to the Group in the
past year.

China Packaging Holdings Development Limited
Chen Wei Wei
Chairman and Executive Director

Jiangxi Province, the PRC, 24 March 2016
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Corporate Governance Report

The Board is committed to maintaining a good
standard of corporate governance practices and
business ethics in the firm belief that they are essential
for maintaining and promoting investors’ confidence
and maximizing shareholders’ returns. The Board
reviews its corporate governance practices from
time to time in order to meet the rising expectations
of shareholders and comply with the increasingly
stringent regulatory requirements, and to fulfill its
commitment to excellence in corporate governance.

The Company has adopted the code provisions in the
Corporate Governance Code (the "CG Code”) as set
out in Appendix 14 to the Listing Rules as its own code
of corporate governance. The Board considers that
up to the date of this annual report, in the opinion
of the Board, saved as deviation from code provision
A.2.1 (see section “Chairman and Chief Executive”
below), the Company has complied with the CG Code.
The Company will continue to enhance its corporate
governance practices appropriate to the conduct and
growth of its business and to review its corporate
governance practices from time to time to ensure they
comply with the evolving regulatory requirements and
to meet the rising expectations of the shareholders
and other stakeholders.

(A) Board of Directors
Responsibilities and Delegation

The Board is responsible for the leadership and
control of the Company, overseeing the Group's
businesses, strategic decisions, internal control,
risk management systems and monitoring
the performance of the senior management.
The management is responsible for the daily
operations of the Group under the leadership
of the Chairman. The Directors have the
responsibility to act objectively in the interests of
the Company.

The Board has delegated various responsibilities
to the Board Committees including the Audit
Committee, the Remuneration Committee and
the Nomination Committee. Further details of
these Committees are set out below in section B
of this corporate governance report.

CHINA PACKAGING HOLDINGS DEVELOPMENT LIMITED

Board Composition

The Board members during the year ended
31 December 2015 and up to the date of this
report are as follows:

Executive Directors:

Mr. Chen Wei Wei  Chairman of the Board
and Nomination
Committee
(resigned on
18 March 2016)
Mr. Sun Shao Hua Member of the
Remuneration
Committee

Ms. Zheng Li Fang  (appointed on
18 March 2016)

Ms. Hu Li Yu

Independent Non-Executive Directors:

Mr. Liu Da Jin Chairman of the
Remuneration
Committee, Member of
the Audit Committee
and Nomination
Committee

Member of the
Nomination Committee,
Audit Committee
and Remuneration
Committee

Mr. Ma Yiu Ho, Chairman of the Audit
Peter Committee

Mr. Wu Ping

The Board currently comprises three Executive
Directors and three Independent Non-
Executive Directors from different business
and professional fields. The profiles of each
Director are set out in the “Biographical Details
of Directors and Senior Management” section
in this annual report. The Directors, including
the Independent Non-Executive Directors, have
brought a wide spectrum of valuable business
experience, knowledge and professionalism to
the Board for its efficient and effective delivery
of the Board functions.



The Board has adopted a board diversity policy
setting out the approach to achieve diversity
on the Board. The Company considered
diversity of board members can be achieved
through consideration of a number of aspects,
including but not limited to gender, age, cultural
and educational background, professional
experience, skills and knowledge. All Board
appointments will be based on meritocracy, and
candidates will be considered against objective
criteria, having due regard for the benefits of
diversity on the board.

The Company has received annual confirmation
from each of the Independent Non-executive
Directors of his independence pursuant to Rule
3.13 of the Listing Rules. The Company considers
all of the Independent Non-executive Directors
are independent.

Board Meetings

The Board is scheduled to meet regularly at least
four times a year at approximately quarterly
intervals, to discuss the overall strategy as well
as the operation and financial performance
of the Group. Ad-hoc meetings will also be
convened when necessary. Such Board meetings
involve the active participation, either in
person or through other electronic means of
communication, of a majority of Directors.

Agenda and Board papers together with all
appropriate, complete and reliable information
will be provided to all the Directors before
meetings. All the Directors will be provided with
sufficient resources to discharge their duties,
and, upon reasonable request, the Directors
will be able to seek independent professional
advice in appropriate circumstances, at the
Company’s expenses. All Directors will have the
opportunity to include matters in the agenda
for board meetings. The company secretary of
the Company is responsible to keep the minutes
of board meetings and meetings of Board
committees. All minutes are open for inspection
by any Director at reasonable time on reasonable
notice.

Corporate Governance Report

For the financial year ended 31 December 2015,
five Board meetings were held.

The Company’s Articles of Association contain
provisions requiring Directors to abstain from
voting and not to be counted in the quorum at
meetings for approving transactions in which
such Directors or any of their associates have
a material interest. According to current Board
practices, any material transaction, which
involves a conflict of interests for a substantial
shareholder or a Director, will be considered and
dealt with by the Board at a duly convened Board
meeting.

Chairman and Chief Executive

The Company is aware of the requirement
under paragraph A.2.1 of the CG Code that the
roles of chairman and chief executive should
be separated and should not be performed
by the same individual. The Company does
not separately have any officer with the title
of “chief executive”. Mr. Chen Wei Wei, the
Chairman of the Group, is also responsible for
the leadership and effective running of the
Board, ensuring that all material issues are
decided by the Board in a conducive manner.
The Board will meet regularly to consider major
matters affecting the operations of the Group.
The Board considers that this structure will
not impair the balance of power and authority
between the Board and the management of the
Company. The roles of the respective Executive
Directors and senior management, who are in
charge of different functions, complement the
role of the chairman and chief executive. The
Board is of the view that this structure provides
the Group with strong and consistent leadership,
facilitates effective and efficient planning
and implementation of business decisions
and strategies, and ensures the generation of
shareholders’ benefits.

, ’ ’ / J Annual Report 2015



Appointments, Re-election and Removal of
Directors

Each of the Executive Directors has entered into
a service contract with the Company for an initial
fixed term of three years commencing from
the Listing Date renewable automatically until
terminated by not less than three months’ notice
in writing served by either party on the other
expiring at the end of the initial term or any
time thereafter. All of their appointments are
subject to retirement by rotation and re-election
in accordance with the Articles of Association of
the Company.

Each of the Independent Non-executive Directors
has entered into a letter of appointment with our
Company on 13 December 2013. Each letter of
appointment is for an initial term commencing
on the date of the letter of appointment and
shall continue thereafter subject to a maximum
of three years unless terminated by either party
giving at least one month’s notice in writing. All
of their appointments are subject to retirement
by rotation and re-election in accordance with
the Articles of Association of the Company.

In accordance with the Company’s Articles of
Association, all Directors shall be subject to
retirement by rotation at least once every three
years and any new Director appointed to fill a
causal vacancy shall submit himself/herself for
re-election by shareholders at the first general
meeting after appointment. In accordance with
the Articles of Association, Ms. Zheng Li Fang
and Mr. Wu Ping will retire and, being eligible,
will offer themselves for re-election at the
forthcoming AGM of the Company.

Training Induction and Continuing
Development of Directors

Directors keep abreast of responsibilities as a
Director of the Company and of the conduct,
business activities and development of the
Company.

Each newly appointed Director will receive
formal, comprehensive and tailored induction
on the first occasion of his/her appointment

CHINA PACKAGING HOLDINGS DEVELOPMENT LIMITED
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to ensure appropriate understanding of the
business and operations of the Company and
full awareness of director’s responsibilities and
obligations under the Listing Rules and relevant
statutory requirements.

Directors are continually updated on
developments in the statutory and regulatory
regime and the business environment to
facilitate the discharge of their responsibilities.
The Directors have provided to the Company
their records of continuous professional
development during the year ended 31
December 2015.

During the year ended 31 December 2015,
all Directors have attended training courses
and read articles and materials in relation to
corporate governance, Listing Rules update
or financial markets update arranged by
professional firms/institutions. Besides, the
company secretary also conducted briefings
on corporate governance, directors’ duties and
responsibilities and provided materials on Listing
Rules amendments to all Directors for their
reference.

Model Code for Securities Transactions

The Company has adopted the Model Code as set
out in Appendix 10 to the Listing Rules. Following
a specific enquiry, all the Directors confirmed
that they have complied with the Model Code
throughout the year ended 31 December 2015.

When the Company is aware of any restricted
period for dealings in the Company’s securities,
the Company will notify its Directors in advance.

Non-Competition Undertakings

The Independent Non-executive Directors
have also reviewed the confirmation given by
Mr. Sun Shao Hua and Novel Blaze Limited,
being controlling shareholders of the Company,
in respect of each of their compliance with
the non-competition undertakings as disclosed
in the prospectus of the Company dated
27 December 2013.
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(B)

Board Committees

The Board has established three committees,
namely the Audit Committee, Nomination
Committee and Remuneration Committee, for
overseeing particular aspects of the Company’s
affairs. All Board committees of the Company
are established with defined written terms of
reference. The terms of reference of the Board
committees are posted on the websites of the
Company and the Stock Exchange.

The majority of the members of each Board
committee are Independent Non-executive
Directors.

Board committees are provided with sufficient
resources to discharge their duties and,
upon reasonable request, are able to seek
independent professional advice in appropriate
circumstances at the Company’s expense.

Audit Committee

The primary duties of the Audit Committee, among
other things, are to make recommendation to the
Board on the appointment, re-appointment and
removal of external auditors, review the financial
statements and provide material advice in respect
of financial reporting and oversee the internal
control procedures of the Company. The Audit
Committee consists of three Independent Non-
executive Directors, namely Mr. Ma Yiu Ho, Peter
(Chairman), Mr. Liu Da Jin and Mr. Wu Ping.
None of the members of the Audit Committee is a
former partner of the Company’s existing external
auditors.

The Audit Committee has reviewed the
Company’s financial statements and the Group's
consolidated financial statements for the year
ended 31 December 2015 and the interim
financial statements for the six months ended 30
June 2015, including the accounting principles
and practices adopted by the Company and the
Group.

The Audit Committee held two meetings during
the year ended 31 December 2015, of which
both meetings with external auditors’ presence,
and all members of the Audit Committee
attended the meetings. At the meetings, the
members reviewed the financial reporting
and compliance procedures, the report of the
internal auditor on the Company’s internal
control and risk management systems and
processes, and the re-appointment of the
external auditors. No major issue on the internal
control system of the Group has been identified.

The Company had established a whistleblowing
policy and system for employees to raise
concerns of possible improprieties where all
concerns are addressed to the Audit Committee.

Remuneration Committee

The primary duties of the Remuneration
Committee are to make recommendations to
the Board on the overall remuneration policy
and structure relating to our Directors and
senior management and to ensure none of the
Directors determine their own remuneration.
The emoluments of Executive Directors are
determined based on their skills, knowledge,
individual performance as well as contributions,
the scope of responsibility and accountability
of such Directors, taking into consideration
the Company’s performance and the prevailing
market conditions. The remuneration policy
of Independent Non-executive Directors is to
ensure that they are adequately compensated
for their efforts and time dedicated to the
Company’s affairs including their participation
in their respective Board committees. The
emoluments of Independent Non-executive
Directors are determined with reference to their
skills, experience, knowledge, duties and market
trends. The Remuneration Committee consists
of two Independent Non-executive Directors,
namely Mr. Liu Da Jin (Chairman) and Mr. Wu
Ping and one Executive Director, namely Mr. Sun
Shao Hua.

For the year ended 31 December 2015, one

meeting was held and all members attended the
meeting.

, ’ ’ / J Annual Report 2015
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(@)

Nomination Committee

The primary duties of the Nomination
Committee are to review the structure, size and
composition of the Board on regular basis; to
identify individuals suitably qualified to become
Board members; to assess the independence
of Independent Non-executive Directors; and
to make recommendations to the Board on
relevant matters relating to the appointment or
re-appointment of Directors. The Nomination
Committee consists of two Independent Non-
executive Directors, namely Mr. Liu Da Jin and
Mr. Wu Ping and one Executive Director, namely
Mr. Chen Wei Wei (Chairman).

When identifying suitable candidates for
directorship, the Nomination Committee will
carry out the selection process by making

reference to the skills, experience, education
background, professional knowledge, personal
integrity and time commitments of the proposed
candidates, and also the Company’s needs
and other relevant statutory requirements
and regulations required for the positions. All
candidates must be able to meet the standards
as set forth in Rules 3.08 and 3.09 of the
Listing Rules. A candidate to be appointed as an
Independent Non-executive Director should also
meet the independence criteria set out in Rule
3.13 of the Listing Rules. Qualified candidates
will then be recommended to the Board for
approval.

The Nomination Committee held one meeting
during the year ended 31 December 2015 and
all members of the Committee attended the
meeting.

The attendance of each Director at the annual general meeting (the “AGM") and the meeting of the Board
and other Board Committees held during the year is set out in the table below:

Meeting attended/held
Audit Remuneration  Nomination
AGM Board Committee Committee Committee
Executive Directors
Mr. Chen Wei Wei m 5/5 N/A N/A 11
Mr. Sun Shao Hua 11 5/5 N/A N/A N/A
Ms. Hu Li Yu
(resigned on 18 March 2016) 0N 5/5 N/A il N/A
Ms. Zheng Li Fang
(appointed on 18 March 2016) N/A N/A N/A N/A N/A
Independent Non-executive Directors
Mr. Liu Da Jin 01 5/5 2/2 171 171
Mr. Wu Ping 01 5/5 2/2 171 171
Mr. Ma Yiu Ho, Peter m 5/5 2/2 N/A N/A

Accountability and Audit

Directors’ Responsibility in respect of the
Financial Statements

The Directors are responsible for overseeing
the preparation of financial statements for the
year ended 31 December 2015 with a view to
ensuring that such financial statements give a
true and fair view of the state of affairs of the
Group and of the results and cash flows for that
period. The Company’s accounts are prepared
in accordance with all relevant statutory
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requirements and suitable accounting standards.
The Directors are responsible for ensuring that
appropriate accounting policies are selected and
applied consistently; judgments and estimates
made are prudent and reasonable; and the
financial statements are prepared on a going
concern basis.

Management had provided monthly updates
to Directors for giving a balanced and
understandable assessment of the Company’s
performance, position and projects to enable the
Directors to discharge their duties.
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The Board is not aware of any material uncertainties relating to the events or conditions which may cast
significant doubt over the Group’s ability to continue as a going concern. Accordingly, the Board has
continued to adopt the going concern basis in preparing the financial statements.

Auditor’s Remuneration

For the year ended 31 December 2015, the analysis of the remuneration payable to the external auditor of
the Company, HLB Hodgson Impey Cheng Limited, in respect of audit services and non-audit services is set

out below:
Amount
(RMB’000)
Audit services 800
Non-audit services -
Total 800
The Audit Committee will recommend the re- considers that (i) there was no issue relating
appointment of HLB Hodgson Impey Cheng to the material controls, including financial,
Limited for audit service, and consider the operational and compliance controls and risk
engagement of the non-audit services to ensure management functions, of the Group; and (ii)
the independence and objectivity of audit that there were adequate staff with appropriate
service. qualifications and experience, resources and
budget of its accounting and financial reporting
(D) Internal Control and Risk Management function, and adequate training programmes
have been provided for the year ended 31
The Board is responsible for the internal control December 2015.
and risk management of the Group and for
reviewing its effectiveness. (E) Company Secretary
Procedures have been designed to safeguard the The Board appoints its Company Secretary
assets of the Company and ensure maintenance in accordance with the Company’s Articles
of proper accounting records for the provision of of Association and in compliance with the
reliable financial information for internal use or requirements of the Listing Rules. Biographical
for publication, ensure compliance of applicable details of the current Company Secretary is set
laws, rules and regulations. out in the section headed “Biographical Details
of Directors and Senior Management” on pages
After reviewing the effectiveness of the Group’s 3 to 4 of this annual report. The Company
internal control and risk management systems, Secretary has complied with the professional
the Board considers that the internal control risk training requirement as set out in the Rule
management systems are effective and adequate 3.29 of the Listing Rules during the year ended
for the Group as a whole. The Board further 31 December 2015.
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(F)

Shareholders’ Rights

The Board welcomes shareholders to present
their views and shareholders may at any time
submit their questions and concerns about the
Group. Enquiries may be put to the Board or
senior management by contacting the Company
Secretary through our shareholders’ email at
info@hs-pack.com or by phone at 852-3468 3666
or directly by raising questions at the general
meeting of the Company. Shareholder(s)
holding not less than one-tenth of Company’s
paid-up capital may request the Board to
convene an extraordinary general meeting. The
objects of the meeting must be stated in the
related requisition deposited at the Company’s
registered office and addressing to the Company
Secretary at the Company’s principal place
of business in Hong Kong. The extraordinary
general meeting will be held within 2 months
after the deposition of such requisition.

To safeguard shareholders’ interests and rights,
a separate resolution is proposed for each
substantially separate issue at general meetings,
including the election of individual Directors.

All resolutions put forward at general meetings
will be voted on by poll pursuant to the Listing
Rules and poll results will be posted on the
websites of the Company and of the Stock
Exchange after each general meeting.

Any shareholder may appoint a proxy or
representative to attend the general meeting,
and they are entitled to exercise the same voting
rights in the meeting.

CHINA PACKAGING HOLDINGS DEVELOPMENT LIMITED

(G)

Investor Relations and Communication with
Shareholders

The Company considers that effective
communication with shareholders is essential
for enhancing investor relations and investor
understanding of the Group’s business
performance and strategies. To promote
effective communication, the Company
maintains a website at http://www.hs-pack.com,
where up-to-date information and updates
on the Company’s business operations and
developments, financial information, corporate
governance practices and other information are
posted.

The Company endeavours to maintain an
ongoing dialogue with its shareholders and
in particular, through AGMs or other general
meetings to communicate with the shareholders.
Shareholders are encouraged to participate in
general meetings or to appoint proxies to attend
and vote at meetings for and on their behalf.

The forthcoming AGM of the Company will be
held on 20 May 2016. The notice of AGM will
be sent to shareholders at least 20 clear business
days before the AGM.

Constitutional Documents
There is no change in the Company’s

constitutional documents during the year ended
31 December 2015.
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The Group mainly provides one stop solution which
includes designing, manufacturing, and printing of
paper-based packaging products to its customers
which are mostly based in Jiangxi Province. Our
products include flexo-printed cartons and offset-
printed cartons of different sizes, shapes and design.
The Group’s products are generally used in packaging
of a wide variety of products such as food and
beverage, glass and ceramics articles, metal hardware
and chemicals products, bamboo articles, etc.
Currently, we have extended the application of our
stone paper to shopping bags for department stores.
The Group has a production base which is located
in Fengxin County, Yi Chun City of Jiangxi Province,
the People’s Republic of China (“the PRC"). The
Group has received various awards and recognitions
in respect of its quality management system, credit
rating, business reputation and industry position.

With the increased production capacity (2 new
printing production lines, 1 corrugated paperboard
production line and 1 stone paper production
line) established in late 2014, the Group’s revenue
has achieved steady growth and its gross profit
margin remained stable in 2015 as compared to
the corresponding year amidst of the increasing
competitive market condition. The decline in net
margin was mainly due to the impact of two once-off
expenses, namely, loss on modification of convertible
bonds and equity-settled share option expenses.

In 2015, the Group expanded its customer base
by extended the application of our stone paper to
shopping bags for department stores. The Group
will continue to look for opportunities to expand
its customer base through collaboration in product
development and marketing, as well as through
referral by its existing customers.

Revenue by products

In addition to develop the existing business actively,
in order to maximise the return to shareholders, the
Group is also committed to business diversification.
On 17 November 2015, the Company entered
into a share purchase agreement in relation to the
acquisition of entire interest of Cable King Limited.
Cable King Limited together with its subsidiaries
are engaged in the development, distribution and
operation of online gaming products in the PRC.
The acquisition was approved by the Company’s
shareholders on 15 March 2016. Completion of the
acquisition will be conditional upon the satisfaction
of certain conditions and is currently expected to take
place at the beginning of the second quarter of 2016.

The revenue for 2015 was approximately RMB615.4
million, representing an increase of approximately
RMB123.9 million or approximately 25.2% as
compared to that of approximately RMB491.5
million in 2014. The increase in revenue was mainly
attributable to the substantial increase in sales volume
from approximately 164.6 million square meter to
approximately 206.2 million square meter, which was
driven by increasing demand from existing customers
and new orders placed by new customers in the PRC.
All the sales of the Group were generated from the
PRC, revenue from flexo-printed cartons and offset
printed cartons represented about approximately
53.5% and 46.5% respectively of the total revenue
of the Group as compared to that of approximately
54.1% and 45.9% respectively in 2014.

2015 2014

RMB’000 % of Total RMB'000 % of Total

Flexo-printed cartons 329,046 53.5 265,760 54 1
Offset-printed cartons

— Traditional paper-based cartons 161,961 26.3 147,223 29.9

— Stone-paper based cartons 124,365 20.2 78,540 16.0

Sub-total 286,326 46.5 225,763 459

Total 615,372 100 491,523 100
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Flexo-printed cartons

The Group's flexo-printed cartons targeted the huge
customer market with food and beverage companies
as its main target customer to provide products
of good quality, load capacity and protection.
Revenue from sales of flexo-printed cartons for
2015 was approximately RMB329.0 million (2014:
approximately RMB265.8 million), accounted for
approximately 53.5% (2014: approximately 54.1%)
of our total revenue. The increase in approximately
RMB63.2 million or approximately 23.8% was mainly
contributed to the increase in sales orders received
from our customers in the electronic products
industry.

Revenue by product categories of our customers

Offset-printed cartons

The Group's offset-printed cartons include traditional
paper-based cartons and stone-paper based cartons.
Revenue from sales of offset-printed cartons for the
2015 was approximately RMB286.3 million (2014:
approximately RMB225.8 million), accounted for
approximately 46.5% (2014: approximately 45.9%)
of our total revenue. The increase in approximately
RMB60.5 million or approximately 26.8% was mainly
contributed from the increase in our sales of stone-
paper based bags. The acceptance of our stone-
paper based materials and recognition of our quality
traditional offset-printed cartons has attracted more
sales orders from our high-end customers in various
industries.

2015 2014

RMB’000 % of Total RMB’000 % of Total
Food and beverages 206,652 33.5 204,049 41.5
Glass and ceramics articles 71,212 11.6 64,165 13.1
Metal hardware and chemical products 90,549 14.8 57,317 1.7
Bamboo articles 44,836 7.3 33,059 6.7
Department stores 68,882 11.2 - -
Others 133,241 21.6 132,933 27.0
Total 615,372 100 491,523 100

Note: Other products mainly include stationary, energy and electronic products, textile and pharmaceutical products.

The Group’s main customers are manufacturers of
food and beverages in the PRC. Revenue derived from
food and beverages manufacturers was approximately
RMB206.7 million (2014: approximately RMB204.0
million), representing approximately 33.5% (2014:
approximately 41.5%) of the total revenue. The

CHINA PACKAGING HOLDINGS DEVELOPMENT LIMITED

decrease in proportion of revenue from food and
beverages manufacturers was mainly because while
the demand for sophisticated printed packaging
materials and design is increasing, the Group has
captured more market share in department stores,
electronic products and pharmaceutical products.
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Gross profit and gross profit margin

2015
RMB’000 GP margin (%)

2014
RMB’000 GP margin (%)

Flexo-printed cartons 65,862 20.0 54,210 20.4
Offset-printed cartons
— Traditional paper-based cartons 36,260 224 37,532 25.5
— Stone-paper based cartons 46,387 37.3 25,536 32.5
Sub-total 82,647 28.9 63,068 27.9
Total 148,509 24.1 117,278 23.9

The overall gross profit of the Group for 2015 was
approximately RMB148.5 million, representing
an improvement of approximately 26.6% or
approximately RMB31.2 million as compared to
approximately RMB117.3 million in 2014. Gross profit
margin increased from approximately 23.9% for 2014
to approximately 24.1% for 2015.

The gross profit from flexo-printed cartons for 2015
was approximately RMB65.9 million, representing
a growth of approximately 21.6% as compared to
approximately RMB54.2 million in 2014. The gross
profit margin for flexo-printed cartons decreased
slightly from approximately 20.4% for 2014 to
approximately 20.0% for 2015. This was mainly due
to the slightly decrease in its average selling price.

The gross profit from offset-printed cartons for 2015
was approximately RMB82.6 million, representing
a growth of approximately 30.9% as compared to
approximately RMB63.1 million in 2014. The gross
profit margin for offset-printed cartons increased
from approximately 27.9% in 2014 to approximately
28.9% for 2015. The increase was mainly attributable
to increase in sales of higher margin stone-paper
based cartons.

Other revenue and income of the Group decreased
by approximately 17.6% or approximately RMB2.1
million from approximately RMB11.9 million in
2014 to approximately RMB9.8 million in 2015. The
decrease was mainly attributable to (i) the decrease
in tax concession in relation to the partial refund of
the enterprise income tax paid in the PRC by the local
government. The enterprise income tax paid by our
PRC subsidiary was significantly reduced in 2015 as
compared to 2014 due to the reduction of tax rate
from 25% to 15% after it has been qualified as a High
and New Technology Enterprise in April 2014; and (ii)
the tax concession was expired in the fourth quarter of
2015.
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Selling and distribution expenses of the Group
increased by approximately 43.3% or approximately
RMB8.8 million from approximately RMB20.3 million
in 2014 to approximately RMB29.1 million in 2015.
The increase was mainly due to the composite
effect of (i) an increase in distribution and delivery
costs which was resulted from the increase in sales
volume and number of customers located in different
cities or provinces in the PRC and (ii) an increase
in sales commission and salary to sales staff due
to the increase in sales activities. With the increase
in selling activities in order to cope with the new
capacity from our new production lines, our selling
and distribution expenses as a percentage of our total
revenue increased from approximately 4.1% in 2014
to approximately 4.7% in 2015.

Administrative expenses of the Group increased
slightly by approximately 1.9% or approximately
RMBO.5 million from approximately RMB26.9 million
in 2014 to approximately RMB27.4 million in 2015.
The increase was mainly due to an increase in salaries
and wages amounted to approximately RMB4.5
million and this was offset by a reduction in listing
expenses amounted to approximately RMB7.5 million
which was recognised in 2014.

On 10 September 2015, The Group entered into a
supplemental deed with an investor to amend the
terms of the convertible bonds issued on 17 June
2015. Under the revised terms, there was a change
in the fair value of the consideration that the investor
will receive on conversion. Such change in fair value of
approximately RMB7.0 million was charged to profit or
loss (2014: nil).

CHINA PACKAGING HOLDINGS DEVELOPMENT LIMITED

Finance costs of the Group increased by approximately
366.7% or approximately RMB6.6 million
from approximately RMB1.8 million in 2014 to
approximately RMB8.4 million in 2015. The increase
was mainly attributable to the increase in bank
borrowings, promissory note and convertible bonds
during the year.

Income tax expenses of the Group increased by
approximately 8.6% or approximately RMB1.2 million
from approximately RMB13.9 million in 2014 to
approximately RMB15.1 million in 2015. The increase
was attributable to the increase in profit from the
Group’s PRC subsidiary. The Group's effective tax rate
for 2015 was approximately 21.6% as compared to
approximately 18.3% for 2014.

As a combined result of the factors discussed above,
our profit for 2015 decreased by approximately
RMB7.3 million or approximately 11.8% to
approximately RMB54.8 million in 2015 from
approximately RMB62.1 million in 2014. Our net profit
margin decreased from approximately 12.6% in 2014
to approximately 8.9% in 2015.

The Group has maintained in healthy liquidity position
with working capital financed by internal resources,
bank borrowings, promissory note and convertible
bonds. As at 31 December 2015, the cash and cash
equivalents were approximately RMB266.2 million
(2014: approximately RMB92.5 million), mainly
denominated in Renminbi and Hong Kong Dollars.
The Group’s total borrowings which includes bank
borrowings, promissory note and convertible bonds
amounted to approximately RMB211.0 million (2014:
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approximately RMB11 million). As at 31 December
2015, approximately 58.8% (2014: 100%) of the
total borrowing were denominated in Renminbi
and approximately 41.2% (2014: nil) of the total
borrowings were denominated in Hong Kong
Dollars. The Group’s gearing ratio is calculated as
total borrowings, which is the summation of bank
borrowings, promissory note and convertible bonds,
divided by total equity. The gearing ratio of the Group
as at 31 December 2015 and 31 December 2014
were approximately 60.1% and approximately 4.0%
respectively.

On 19 June 2015, the Group issued promissory
note and convertible bonds (“Note and Bonds"”)
with principal amount of HK$80,000,000 and
HK$20,000,000 respectively. The Note and Bonds
will be repayable in full by 19 June 2016 and shall be
extended for a further term of one year, provided that
they shall not be extended for more than two years.
The Note and Bonds may be redeemed at the option
of the Group in whole at any time during the period
between the first day of the twelfth month following
the date of issue and the last day immediately
preceding the maturity date. The Note and Bonds bear
a fixed coupon interest rate at 7.5% and 1% handling
fee per annum payable semi-annually, commencing on
19 December 2015.

The Bonds entitle the holder to convert to ordinary
shares of the Company at a conversion price of
HK$0.85 per share. Upon the exercise of the
conversion rights in full, approximately 23,529,411
shares will be issued, representing approximately
2.86% of the issued share capital of the Company as
enlarged by the allotment and issue of the shares on
conversion.

The net proceeds from the issue of Note and Bonds
was approximately HK$97.5 million. The Company
shall use net proceeds for capital expenditure
(including those related to mergers and acquisitions)
and financing the general working capital.

The inventories increased from approximately
RMB17.9 million in 2014 to approximately RMB25.2
million in 2015, representing an increase in
approximately 40.8% or approximately RMB7.3
million. The increase in inventories was mainly due to
the increase in production capacity and sales volume
during the year which has resulted in the need for the
stock to be maintained at a higher level. The inventory
turnover increased by 3 days to 17 days in 2015 as
compared to 14 days in 2014.

As at 31 December 2015, the trade receivables
amounted to approximately RMB147.5 million (2014:
approximately RMB105.8 million). The increase is
consistent with the increase in revenue. The trade
receivable turnover days remained unchanged at 64
days in 2015 which is within our normal trade terms.

As at 31 December 2015, the trade payables
amounted to approximately RMB74.9 million (2014
approximately RMB76.9 million). The Group normally
obtain a credit period of 60 days from the majority
of its suppliers. The trade payables turnover days
decreased by 9 days in 2015 to 52 days compared to
61 days in 2014.

The Group mainly operates in the PRC and most of
its operating transactions are settled in RMB. Most
of its assets and liabilities are denominated in RMB.
Although the Group may be exposed to foreign
currency exchange risks, the Board does not expect
future currency fluctuations to materially impact the
Group's operations. The Group did not adopt formal
hedging policies and no instruments have been
applied for foreign currency hedging purposes during
the year ended 31 December 2015.
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As at 31 December 2015, the Group’s capital
commitments were approximately RMB68.4 million
(2014: approximately RMB67.9 million). All the capital
commitments were related to capital contribution
payable to subsidiaries.

As at 31 December 2015, the Group did not have any
material contingent liabilities or guarantees.

On 17 November 2015, the Company entered into a
share purchase agreement with an independent third
party to acquire the entire equity interest in Cable
King Limited and its subsidiaries at consideration of
HK$440,000,000. The consideration shall be satisfied
by cash of HK$20,000,000, issuance of consideration
shares of approximately HK$220,000,000 and
promissory note of approximately HK$200,000,000.
Please refer to the circular of the Company dated 29
February 2016 for details.

The proposed acquisition was approved by the
shareholders of the Company on 15 March 2016.
However, the completion of the proposed acquisition
is still subject to the satisfaction of certain conditions.

As at 31 December 2015, the Group pledged certain
assets with a carry value of approximately RMB194.5
million (2014: approximately RMB15.6 million) as
collateral for the Group’s bills payable and bank
borrowings.

CHINA PACKAGING HOLDINGS DEVELOPMENT LIMITED

As at 31 December 2015, the Group had a total of
527 full time employees, including the Executive
Directors (2014: 458). Total staff costs (including
Director’'s emoluments) were approximately RMB43.9
million, as compared to approximately RMB29.2
million for the year ended 31 December 2014. The
Group remunerates its employees based on their
performance, experience and prevailing industry
practice. Competitive remuneration package is offered
to retain elite employees. The package includes
salaries, medical insurance, discretionary bonus, other
benefits as well as mandatory provident fund schemes
for employees in Hong Kong and state-managed
retirement benefit schemes for employees in the PRC.

Business Expansion:

The Group closely reviews its existing business and
explores potential investment opportunities from time
to time. In recent year, the mobile games business
has experienced rapid growth in China with the
unprecedented growth of smartphone and other
mobile devises users. The mobile game market in
China is expected to achieve a size of RMB45 billion
in 2015, up 64% from the prior year. The growth
is expected to continue in the coming years driven
by the rapid growth of smartphone penetration. As
such, the Group has planned to diversify its business
into the high growth mobile game industry. On 17
November 2015, the Company entered into a share
purchase agreement in relation to the acquisition
of entire interest of Cable King Limited. Cable King
Limited together with its subsidiaries is engaged in
the development, distribution and operation of online
gaming products in the PRC.
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With the completion of such acquisition, it enables the
Group to diversify its existing business portfolio into
a new line of business with higher growth potential.
Moreover, the new business could also broaden the
Group’s source of income and eventually enhance the
Group’s intrinsic market value for the shareholders.

Packaging Business

The Group will continue to develop new products with
high gross profits and high demand, while continuing
to diversify the products of the Group. In particular,
we will continue to regard stone-paper based material
as the key products of the Group and continue to
invest substantial resources to capture a larger market
share. By utilizing many years of experience and well-
established scale of advantages, it is expected to
further drive the growth of finished products, increase
the proportion of sales, and contribute more profits to
the Group.

The Group will continue to invest further in upgrading
the existing production facilities with more advanced
machinery and equipment to enhance our product
quality, production capacity and efficiency in order to
cope with the recent development trends in the high
end packaging markets. High end consumer products
manufacturer requires cartons with high resolution
prints or graphics for packaging purposes. These
production methods, with precise specifications and
lamination requirements, will inevitably involve offset-
printing method that would enhance the appeal of the
underlying products. With the upgrading of existing
facilities, it is expected that our product range will be
widen to satisfy the ever changing customers’ need.
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The Board is pleased to present its report together
with the audited consolidated financial statements of
the Group for the year ended 31 December 2015.

The principal activity of the Company is investment
holding and those of the principal subsidiaries of the
Company are set out in Note 30 to the consolidated
financial statements. There were no significant
changes in the nature of the Group’s principal
activities during the year.

A review of the business, financial key performance
indicators and outlook of the Group for the year
ended 31 December 2015 are provided in the
Chairman’s Statement and Management Discussion
and Analysis on page 5 and pages 13 to 19 of this
annual report.

The Group recognizes the importance of
environmental protection. We have imposed the
following measures to control our pollutant emissions
during our production process:

(1)  Waste water is processed by our sewage
treatment station to reach national safety
standards for discharge;

(2) A desulfurization device was in place to monitor
the emission of sulfur dioxide so as to ensure
that the waste gas emitted from our steam
boiler in our boiler room is within the national
permissible level; and

(3) Solid waste such as scrap paper and various
residues from production will be sold to scrap
paper recycling companies for recycling.

For administrative office, we also implement green
office practices such as double-sided printing and
copying, promoting using recycled paper and reducing
energy consumption by switching off idle lightings
and electrical appliance.

CHINA PACKAGING HOLDINGS DEVELOPMENT LIMITED

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

Our Group's financial condition, results of operations,
and business prospect may be affected by a number of
risks and uncertainties directly or indirectly pertaining
to our Group's businesses. Major risks are summarized
below.

Competition risk

The industries in which the Group operates in the
PRC are highly competitive. The Group’s ability
to compete is, to a significant extent, dependent
on its ability to provide high quality products at a
reasonable prices that suit our customer’s need.
The Group's competitors have varying abilities to
withstand changes in market conditions. Some of
the competitors have larger market shares, have
operated their respective businesses longer than the
Group has, have wider geographical coverage for
its products, have substantially greater financial and
other resources than the Group has and may be better
established in the market.

Financial Risk

The financial risk management policies and practices
of the Group are shown in Note 5 to the consolidated
financial statements.

There may be other risks and uncertainties in addition
to those mentioned above which are not known to the
Group or which may not be material now but could
turn out to be material in the future.
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Employees

The Company recognizes that employees are our
valuable assets. Thus our Group provide competitive
remuneration package to attract and motivate
the employees. Our Group regularly reviews the
remuneration package of employees and make
necessary adjustment to conform to the market
standard.

Suppliers

We have developed long-standing relationships with a
number of our suppliers and conducts a fair and strict
appraisal on an annual basis.

Customers

We are committed to provide our customers with high
quality products and deliver on a timely basis. We also
stay connected with our customers to keep abreast
of the changing customer preference through regular
visits of our sales teams.

The results of the Group for the year ended
31 December 2015 are set out in the consolidated
statement of profit or loss and other comprehensive
income on page 29.

The Board does not recommend the payment of final
dividend for the year ended 31 December 2015 (2014
Nil).

A summary of the published results, assets and
liabilities of the Group for the last five financial years
is set out on page 92 of this annual report.

Details of movements in share capital of the Company
during the year are set out in Note 28 to the
consolidated financial statements.

The Company did not have any reserves available for
distribution to the Shareholders as at 31 December
2015.

Movements in the reserves of the Group during the
year are set out in the consolidated statement of
changes in equity on page 31 of this annual report.

Details of movements in the convertible bonds of the
Group during the year are set out in Note 25 to the
consolidated financial statements.

Sales to the Group’s largest and five largest customers
accounted for approximately 5.8% and 18.8% of the
total revenue for the year 2015 respectively. Purchases
from the Group’s largest and five largest suppliers
accounted for approximately 21.2% and 67.2% of the
total purchases for the year 2015 respectively.

To the best knowledge of the Directors, neither the
Directors, their associates, nor any shareholders
who owned more than 5% of the Company’s issued
share capital, had any beneficial interest in any of the
Group's five largest customers or suppliers during the
year ended 31 December 2015.

Details of the principal subsidiaries of the Company
are set out in Note 30 to the consolidated financial
statements.
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Details of movements in property, plant and
equipment during the year are set out in Note 16 to
the consolidated financial statements.

During the year, the Group did not make charitable
contributions (2014: Nil).

The Directors of the Company who hold office during
the year and up to the date of this report are:

Executive Directors

Mr. Chen Wei Wei (Chairman)

Mr. Sun Shao Hua

Ms. Hu Li Yu (resigned on 18 March 2016)

Ms. Zheng Li Fang (appointed on 18 March 2016)

Independent Non-executive Directors
Mr. Liu Da Jin

Mr. Wu Ping

Mr. Ma Yiu Ho, Peter

In accordance with the provisions of the Company’s
Articles of Association, Ms. Zheng Li Fang and
Mr. Wu Ping will retire and, being eligible, will offer
themselves for re-election at the forthcoming Annual
General Meeting ("AGM").

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

The Company has received annual confirmation on
independence from each of the Independent Non-
executive Directors pursuant to Rule 3.13 of the
Listing Rules and all of them are considered to be
independent.

CHINA PACKAGING HOLDINGS DEVELOPMENT LIMITED

The remuneration of the Directors is determined with
reference to Directors’ duties, responsibilities and
performance and the results of the Group.

Details of the remuneration of the Directors are
set out in Note 11 to the consolidated financial
statements.

The biographical details of the Directors and senior
management of the Group are disclosed in the section
headed “Biographical Details of Directors and Senior
Management” on pages 3 to 4 of this annual report.

The Company has entered into a share purchase
agreement to acquire Cable King Limited on
17 November 2015. The completion of the acquisition
is conditional upon the satisfaction of certain
conditions and is currently expected to take place
before the end of first half of 2016.

Save as disclosed above, there was no major
acquisition and disposal of subsidiaries and associated
companies during the year ended 31 December 2015.
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The Company adopted a share option scheme
pursuant to a shareholders’ resolution passed on
13 December 2013 (the “Share Option Scheme")
as incentives or rewards to eligible participants
who means full-time or part-time employees of
our Company or members of our Group, including
Executive Directors, Non-executive Directors and
Independent Non-executive Directors, advisors,
consultants of our Group. The Share Option Scheme
constitutes a share option scheme governed by
Chapter 17 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”).

The Share Option Scheme is valid and effective during
the period commencing on 13 January 2014 and
ending on 12 January 2024, being the date falling
10 years from the date on which the Share Option
Scheme becomes unconditional. The Share Option
Scheme has a remaining term of approximately 8 years
as the date of this report. A summary of the Share
Option Scheme is as follows:

Basis of determining the exercise/subscription price

The subscription price for the shares subject for any
option under the Share Option Scheme shall be the
highest of (i) the closing price of the shares as stated
in the Stock Exchange’s daily quotations sheet on the
date of grant of the option, which must be a trading
day; (ii) the average closing price of the shares as
stated in the Stock Exchange’s daily quotations sheets
for the five trading days immediately preceding the
date of grant of the option; and (iii) the nominal
value of the Company’s share. A total of 80,000,000
share options have been granted under Share Option
Scheme since its adoption.

Maximum number of shares

The total number of shares which may be issued upon
the exercise of all options to be granted under the
Share Option Scheme must not, in aggregate, exceed
10 percent of the shares in issue as at 12 December
2013 (i.e. 800,000,000 shares) i.e. 80,000,000 shares
unless refreshed by the shareholders. However, the
Company may not grant any option if the number
of shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised
under the Share Option Scheme and other share
option schemes adopted by the Group from time to
time exceeds 30 percent of the shares in issue.

Maximum entitlement of each participant

The total number of shares issued and to be issued
upon exercise of the option granted to a participant
under the Share Option Scheme in any 12-month
period must not exceed one percent of all the shares in
issue from time to time unless a further grant to such
participant is approved by the shareholders in general
meeting.

Time for acceptance of option

A share option will be offered for acceptance for a
period of 28 days from the date on which the option is
granted.

Amount payable on application or acceptance of
option

HK$1.00

Minimum and maximum period for the holding of
a share option before it can be exercised

Unless otherwise determined by the Directors and
stated in the offer of grant of the share options to a
grantee, there is no minimum period required under
the Share Option Scheme for the holding of a share
option before it can be exercised provided that the
period within which the option must be exercised
must not be more than 10 years from the date of the
grant of the option.
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The following table disclosed movements in the Company’s share options granted under the Share Option
Scheme during the year ended 31 December 2015:

Exercise Lapsed/

Date of  Exercisable price  Outstanding Granted Exercised cancelled Outstanding

Name and grant period per Share at beginning during during during at end of

category of grantee (dd/mm/yy)  (dd/mm/yy) HKS  of the year the year the year the year the year

Directors

Mr.Chen Wei Wei 18/12/14  18/12/14 10 0.65 3,450,000 - - - 3,450,000
1711217

18/12/14  18/12/15t0 0.65 3,450,000 - - - 3,450,000
1711217

Mr. Sun Shao Hua 18/12/14  18112/14 10 0.65 3,750,000 - - - 3,750,000
171217

18/12/14  18/12/15t0 0.65 3,750,000 - - - 3,750,000
1711217

Ms. Hu Li Yu 18/12/14  18/12/14 10 0.65 3,300,000 - - - 3,300,000
1711217

18/12/14  18/12/15t0 0.65 3,300,000 - - - 3,300,000
1711217

21,000,000 - - - 21,000,000

Other employees 18/12/14 18/12/14 to 0.65 9,500,000 - - - 9,500,000
171217

18/12/14 18/12/15 to 0.65 9,500,000 - - - 9,500,000
171217

24/4/15 24/4115 to 1.09 - 20,000,000 - - 20,000,000
23/4/18

24/4/15 24/4116 to 1.09 - 20,000,000 - - 20,000,000
23/4/18

19,000,000 40,000,000 - - 59,000,000

Total of all categories 40,000,000 40,000,000 - - 80,000,000
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Directors’ Report

As at 31 December 2015, the Directors of the Company had the following interests in the shares, underlying
shares and debentures of the Company, its Group members and/or associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (“SFO")), as recorded in the register required to be kept
under Section 352 of the SFO or as otherwise notified to the Company and the Stock Exchange pursuant to the
Model Code:

Long positions in shares of the Company

Approximate

Number of percentage of
Name of director Capacity Shares held shareholding
Mr. Sun Shao Hua Interest of a controlled corporation 408,000,000 51.0%

Note: These shares are registered in the name of Novel Blaze Limited (“Novel Blaze"), the entire issued share capital of which is
wholly and beneficially owned by Mr. Sun Shao Hua. Therefore, Mr. Sun is deemed to be interested in all the Shares held by
Novel Blaze by virtue of the SFO.

Save as disclosed above, as at 31 December 2015, none of the Directors and chief executives of the Company
had any other interests or short positions in any shares, underlying shares or debentures of the Company, any of
its Group members or 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 were taken or deemed to have under such provisions of the SFO), or which were
required, pursuant to Section 352 of the SFO, to be entered in the register referred to therein, or which were
required, pursuant to the Model Code.

As at 31 December 2015, so far as is known to the Directors, the following entities, not being a Director or chief
executive of the Company, had interests or short positions in the shares or underlying shares of the Company
which would fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO:

Long positions in shares of the Company

Approximate

Number of percentage of

Name of entity Capacity Shares held shareholding

Novel Blaze Limited Beneficial owner 408,000,000 51.0%

Mr. Zhuo Longwang Beneficial owner 68,180,000 8.5%

Qi Yuan Assets Management Investment manager 58,450,000 7.3%
(HK) Ltd.

Mr. Wu Shifa Beneficial owner 51,000,000 6.4%
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Directors’ Report

No contract of significance to which the Company
or its subsidiaries was a party and in which the
controlling Shareholder or a Director had a material
interest, whether directly or indirectly, subsisted at the
end of the year or at any time during the year.

During the year, there were no connected transactions
and continuing connected transactions between the
Group and its connected persons (as defined under
the Listing Rules) which are subject to the reporting,
announcement and the independent shareholders’
approval requirement under the Listing Rules.

The material related party transactions as disclosed
in Note 32 to the consolidated financial statements
are connected transactions exempt from reporting,
announcement and independent shareholders’
approval requirements under the Listing Rules.

None of the Directors or any of their respective
associates, has engaged in any business that competes
or may compete with the business of the Group, or
has any other conflict of interest with the Group.

During the year, there was no purchase, sale or
redemption by the Company, or any of its subsidiaries,
of the Company’s listed securities.

CHINA PACKAGING HOLDINGS DEVELOPMENT LIMITED

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

There is no provision for pre-emptive rights under the
Company’s Articles of Association or the laws of the
Cayman Islands.

Based on information that is publicly available to the
Company and within the knowledge of the Directors,
the Company has maintained the prescribed public
float under the Listing Rules as at the date of this
annual report.

The Company is committed to adopt corporate
governance practice. The Company’s corporate
governance practices are set out in the Corporate
Governance Report on pages 6 to 12.

The consolidated financial statements for the year
ended 31 December 2015 have been audited by HLB
Hodgson Impey Cheng Limited which retires, and
being eligible, offer itself for re-appointment at 2016
AGM. A resolution to re-appoint HLB Hodgson Impey
Cheng Limited and to authorise the Directors to fix its
remuneration will be proposed at the 2016 AGM.

On behalf of the Board

Chen Wei Wei

Chairman and Executive Director

Jiangxi Province, the PRC, 24 March 2016



31/F, Gloucester Tower
The Landmark

HLB i R OE K BT R R F) 11 Pedder Street
- Central
Hodgson Impey Cheng Limited Hong Kong

TO THE SHAREHOLDERS OF CHINA PACKAGING HOLDINGS DEVELOPMENT LIMITED
(Incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of China Packaging Holdings Development Limited (the
“Company”) and its subsidiaries (collectively referred to as the “Group”) set out on pages 29 to 91, which
comprise the consolidated statement of financial position as at 31 December 2015, and the consolidated
statement of profit or loss and other comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

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.

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.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
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In our opinion, the consolidated financial statements give a true and fair view of the financial position of the
Group as at 31 December 2015, and of its financial performance and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards and have been properly prepared in compliance with
the disclosure requirements of the Hong Kong Companies Ordinance.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Ng Ka Wah
Practising Certificate Number: P06417

Hong Kong, 24 March 2016
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For the year ended 31 December 2015

Revenue
Cost of sales

Gross profit

Other revenue

Other income

Selling and distribution expenses

Administrative expenses

Change in fair value of derivative financial instruments
Loss on modification of convertible bonds
Equity-settled share option expenses

Profit from operating activities
Finance costs

Profit before tax
Income tax expenses

Profit for the year

Other comprehensive (loss)/income for the year,
net of tax

Item that may be reclassified subsequently to profit or loss:

Exchange differences on translating foreign operations

Other comprehensive (loss)/income for the year, net of tax

Total comprehensive income for the year, net of tax

Profit attributable to owners of the Company

Total comprehensive income attributable to
owners of the Company

Earnings per share attributable to owners
of the Company
— Basic (RMB cents)

— Diluted (RMB cents)

Notes

24, 25

10
13

2015
RMB’000

615,372
(466,863)
148,509

1,886

7,902
(29,126)
(27,377)
(624)
(7,021)
(15,931)

78,218
(8,374)

69,844
(15,079)

54,765

(661)
(661)

54,104

54,765

54,104

6.85

6.77

2014
RMB’000

491,523
(374,245)

117,278
1,165
10,767

(20,280)
(26,874)

(4,274)

77,782
(1,781)

76,001
(13,879)

62,122

220
220

62,342

62,122

62,342

7.83

7.83

Annual Report 2015

29



30

At 31 December 2015

Non-current assets
Property, plant and equipment
Prepaid lease payments

Current assets

Inventories

Trade receivables

Prepayments, deposits and other receivables
Derivative financial instruments

Tax recoverable

Pledged bank deposits

Cash and bank balances

Current liabilities

Trade, bills, other payables and accruals
Bank borrowings

Derivative financial instrument
Promissory note

Convertible bonds

Tax payables

Net current assets
Total assets less current liabilities

Non-current liabilities
Deferred taxation
Bank borrowings

Net assets

Capital and reserves attributable to owners of

the Company
Share capital
Reserves

Total equity

Approved by the Board on 24 March 2016 and signed on its behalf by:

Mr. Chen Wei Wei
Chairman

The accompanying notes form an integral part of these consolidated financial statements.

CHINA PACKAGING HOLDINGS DEVELOPMENT LIMITED

Notes

16
17

18
19

27

21

26

28

Mr. Sun Shao Hua
Executive Director

2015
RMB’000

138,996
2,315

141,311
25,160
147,540
16,422
5,796

80,602
266,206

541,726

113,640
21,270
3,434
67,673
19,346
3,897
229,260
312,466

453,777

55
102,700

102,755

351,022

6,287
344,735

351,022

2014
RMB'000

153,034
2,375

155,409

17,890
105,797
9,587

960

660
92,481

227,375

95,615
11,000

106,615
120,760

276,169

276,169

6,287
269,882

276,169



For the year ended 31 December 2015

At 1 January 2014
Profit for the year
Other comprehensive income for the year

Total comprehensive income for the year
Equity-settled share option expenses
Issue of shares

- Capitalisation issue

- Share offer
Expenses incurred in connection

with the issue of shares
Transfer to statutory reserve

At 31 December 2014
and 1 January 2015

Profit for the year
Other comprehensive loss for the year

Total comprehensive income for the year

Equity-settled share option expenses

Issue of convertible bonds

Deferred tax on convertible bonds

Derecognition upon modification of
convertible bonds

Recognition upon modification of
convertible bonds

Transfer to statutory reserve

At 31 December 2015

The accompanying notes form an integral part of these consolidated financial statements.

Share Convertible

Attributable to owners of the Company

Reserves

Statutory
reserve
RMB'000
(Note 28(b))

12,559

9,037

29,142

Other
reserve
RMB000
(Note 28(b))

15,901

15,901

Retained
profit Total
RMB'000  RMB'000

107,487 138,678
62,122 62,122
= 220
62,122 62,342
= 4,274

= 80,152

= (9,277)
(7,546) =

162,063 276,169

54,765 54,765
= (661)

54,765 54,104

= 15,931

= 915

= (164)

751 =

= 4,067
(9,037) =

208,542 351,022
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For the year ended 31 December 2015

OPERATING ACTIVITIES

Profit before tax

Adjustments for:

Amortisation of prepaid lease payments
Depreciation of property, plant and equipment
Equity-settled share option expenses

Finance costs

Change in fair value of derivative financial instruments
Loss on modification of convertible bonds

Loss on disposal of property, plant and equipment
Interest income

Operating cash flows before movement in working capital
Increase in inventories

Increase in trade receivables

Increase in prepayments, deposits and other receivables
Decrease in amount due to a director

Increase in trade, bills, other payables and accruals
(Increase)/decrease in pledged bank deposits

Cash generated from operations
PRC tax paid

Net cash (used in)/generated from operating activities

INVESTING ACTIVITIES

Interest received

Proceeds from disposal of property, plant and equipment
Purchase of property, plant and equipment

Net cash generated from/(used in) investing activities

FINANCING ACTIVITIES

Interest paid on convertible bonds and promissory note
Proceeds from bank borrowings

Repayments of bank borrowings

Bank borrowings interest paid

Net proceeds from issue of promissory note

Net proceeds from issue of convertible bonds

Net proceeds from issue of ordinary shares

Net cash generated from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of
the year

Effect of exchange rate changes on the balance of cash
held in foreign currencies

Cash and cash equivalents at the end of the year

Notes

2015

RMB’000

69,844

60
14,152
15,931

8,374
624
7,021
2
(610)

115,398
(7,270)

(41,743)
(6,830)

17,577
(77,119)

13
(10,360)

(10,347)
610
4
(118)
496
(3,413)
123,970
(11,000)
(4,603)

61,677
15,417

182,048
172,197
92,481
1,528

266,206

The accompanying notes form an integral part of these consolidated financial statements.
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2014
RMB’000

76,001

60
7,403
4,274
1,781

(362)

89,157
(7,063
(10,460
6,923
2,808
11,465
1,618

oo =

74,986
(19,791)

55,195

362
(68,031)

(67,669)

14,000
(24,200)
(1,781)
70,875
58,894
46,420
45,834

227

92,481



31 December 2015

The Company was incorporated in Cayman Islands on 12 July 2013 as an exempted company with limited
liability under the Companies Law, Chapter 22 (Law 3 of 1961, as consolidated and revised) of the Cayman
Islands. The registered office of the Company is located at Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman KY1-1111, Cayman Islands. The principal place of business of the Company is located at
Unit 2, 7th Floor, Wah Hing Commercial Building, 283 Lockhart Road, Wanchai, Hong Kong. The shares of
the Company have been listed on the Main Board of the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) since 13 January 2014.

The Company acts as an investment holding company while its principal operating subsidiary is engaged in
manufacturing and sales of packaging materials.

The Directors of the Company consider the parent and the ultimate holding company of the Company to
be Novel Blaze Limited (“Novel Blaze"”), a company incorporated in the British Virgin Islands (the “BVI")
with limited liability. Its ultimate controlling party is Mr. Sun Shao Hua, who is also the executive director
of the Company.

The consolidated financial statements are presented in Renminbi (“RMB”) and rounded to the nearest
thousand (RMB’000), unless otherwise stated. RMB is the Company’s presentation currency and the
functional currency of the principal operating subsidiary of the Group. The functional currency of the
Company is Hong Kong dollars (“HK$"). The Directors consider that choosing Renminbi as the presentation
currency best suits the needs of the shareholders and investors.

In the current year, the Group has applied, for the first time, a number of new and revised standards,
amendments and interpretations (the “new HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA"). A summary of the new HKFRSs are set out as below:

HKAS 19 (Amendments) Defined benefit plans: Employee contributions
HKFRSs (Amendments) Annual Improvements to HKFRSs 2010-2012 Cycle
HKFRSs (Amendments) Annual Improvements to HKFRSs 2011-2013 Cycle

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

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

Annual Report 2015 33



34

31 December 2015

The Group has not early applied the following new HKFRSs that have been issued but are not yet effective.

HKFRSs (Amendments) Annual Improvements to HKFRSs 2012-2014 Cycle!

HKFRS 9 Financial Instruments?

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

HKFRS 10, HKFRS 12 and Investment Entities: Applying the Consolidation

HKAS 28 (Amendments) Exception’

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

HKFRS 14 Regulatory Deferral Accounts®

HKFRS 15 Revenue from Contracts with Customers?

HKAS 1 (Amendments) Disclosure Initiative’

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

HKAS 16 and HKAS 41 (Amendments) Agriculture: Bearer Plants’

HKAS 27 (Amendments) Equity Method in Separate Financial Statements'

1

2

3

4

Effective for annual periods beginning on or after 1 January 2016

Effective for annual periods beginning on or after 1 January 2018

Effective for annual periods beginning on or after a date to be determined

Effective for first annual HKFRS financial statements beginning on or after 1 January 2016

HKFRS 9 - Financial Instruments

Key requirements of HKFRS 9 are described below:

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

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

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

o The new general hedge accounting requirements retain the three types of hedge accounting.
However, greater flexibility has been introduced to the types of transactions eligible for hedge
accounting, specifically broadening the types of instruments that qualify for hedging instruments and
the types of risk components.

The Directors anticipate that the application of HKFRS 9 in the future may have a material impact on the
amounts reported and disclosures made in the Group’s consolidated financial statements. However, it
is not practicable to provide a reasonable estimate of the effect of HKFRS 9 until the Group performs a
detailed review.
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31 December 2015

HKFRS 15 Revenue from Contracts with Customers

In July 2014, HKFRS 15 was issued which establishes a single comprehensive model for entities to use
in accounting for revenue arising from contracts with customers. HKFRS 15 will supersede the current
revenue recognition guidance including HKAS 18 Revenue, HKAS 11 Construction Contracts and the
related Interpretations when it becomes effective.

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

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

- Step 2: Identify the performance obligations in the contract

- Step 3: Determine the transaction price

- Step 4: Allocate the transaction price to the performance obligations in the contract
- Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation

Under HKFRS 15, an entity recognises revenue when (or as) a performance obligation is satisfied, i.e. when
‘control’ of the goods or services underlying the particular performance obligation is transferred to the
customer.

Far more prescriptive guidance has been added in HKFRS 15 to deal with specific scenarios. Furthermore,
extensive disclosures are required by HKFRS 15.

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

The Directors do not anticipate that the application of other new HKFRSs will have a material effect on the
Group’s consolidated financial statements.
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31 December 2015

Statement of compliance

The consolidated financial statements have been prepared in accordance with Hong Kong Financial
Reporting Standards (which include all Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards and Interpretations) issued by the HKICPA and accounting principles generally accepted in
Hong Kong. In addition, the consolidated financial statements include applicable disclosures required by
the Rules Governing the Listing of Securities on the Stock Exchange and by the Hong Kong Companies
Ordinance.

Basis of preparation

The consolidated financial statements have been prepared on the historical cost basis except for certain
financial instruments which are measured at fair values, as explained in the accounting policies set out
below.

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

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

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

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

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

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

o Level 3 inputs are unobservable inputs for the asset or liability.
Business combinations

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

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

(i)  deferred tax assets or liabilities and liabilities or assets related to employee benefit arrangements are
recognised and measured in accordance with HKAS 12 Income Taxes and HKAS 19 Employee Benefits
respectively;

(ii)  liabilities or equity instruments related to share-based payment transactions of the acquiree or
the replacement of an acquiree’s share-based payment transactions with share-based payment
transactions of the Group are measured in accordance with HKFRS 2 Share-based Payment at the
acquisition date; and

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

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

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

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

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

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

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

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

. has power over the investee;
. is exposed, or has rights, to variable returns from its involvement with the investee; and
o has the ability to use its power to affect its returns.

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

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

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

o potential voting rights held by the Group, other vote holders or other parties;
o rights arising from other contractual arrangements; and

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

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

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

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

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

Changes in the Group’s ownership interests in existing subsidiaries

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

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

Revenue recognition

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

Sale of goods

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

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

o the Group retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold;

o the amount of revenue can be measured reliably;
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Revenue recognition (continued)

Sale of goods (continued)

o it is probable that the economic benefits associated with the transaction will flow to the Group; and
o the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Interest income

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

Leases

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

The Group as lessee

Assets held under finance leases are initially recognised as assets of the Group at their fair value at the
inception of the lease or, if lower, at the present value of the minimum lease payments. The corresponding
liability to the lessor is included in the consolidated statements of financial position as a finance lease
obligation.

Lease payments are apportioned between finance expenses and reduction of the lease obligation so
as to achieve a constant rate of interest on the remaining balance of the liability. Finance expenses are
recognised immediately in profit or loss, unless they are directly attributable to qualifying assets, in which
case they are capitalised in accordance with the Group’s general policy on borrowing costs. Contingent
rentals are recognised as expenses in the periods in which they are incurred.

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

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

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

To the extent the allocation of the lease payments can be made reliably, interest in leasehold land that
is accounted for as an operating lease is presented as ‘prepaid lease payments’ in the consolidated
statements of financial position and is amortised over the lease term on a straight-line basis. When the
lease payments cannot be allocated reliably between the land and building elements, the entire lease is
generally classified as a finance lease and accounted for as property, plant and equipment.

Foreign currencies

Items included in the consolidated financial statements of each of the companies now comprising the
Group are measured using the currency of the primary environment in which the companies operate (the
“functional currency”).

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

Exchange differences on monetary items are recognised in profit or loss in the period in which they arise
except for:

o exchange differences on foreign currency borrowings relating to assets under construction for
future productive use, which are included in the cost of those assets when they are regarded as an

adjustment to interest costs on those foreign currency borrowings;

o exchange differences on transactions entered into in order to hedge certain foreign currency risks
(see the accounting policies below); and

Annual Report 2015 43



44

31 December 2015

Foreign currencies (continued)

o exchange differences on monetary items receivable from or payable to a foreign operation for which
settlement is neither planned nor likely to occur (therefore forming part of the net investment in the
foreign operation), which are recognised initially in other comprehensive income and reclassified
from equity to profit or loss on repayment of the monetary items.

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

On the disposal of a foreign operation (i.e. a disposal of the Group’s entire interest in a foreign operation,
or a disposal involving loss of control over a subsidiary that includes a foreign operation, a disposal
involving loss of joint control over a jointly controlled entity that includes a foreign operation, or a disposal
involving loss of significant influence over an associate that includes a foreign operation), all of the
exchange differences accumulated in equity in respect of that operation attributable to the owners of the
Group are reclassified to profit or loss.

In relation to a partial disposal of a subsidiary that does not result in the Group losing control over the
subsidiary, the proportionate share of accumulated exchange differences is re-attributed to non-controlling
interests and are not recognised in profit or loss. For all other partial disposals (i.e. partial disposals of
associates or jointly controlled entities that do not result in the Group losing significant influence or joint
control), the proportionate share of the accumulated exchange differences is reclassified to profit or loss.

Goodwill and fair value adjustments on identifiable assets acquired arising on the acquisition of a foreign
operation are treated as assets and liabilities of the foreign operation and translated at the rate of
exchange prevailing at the end of each reporting period. Exchange differences arising are recognised in
equity under the heading of exchange reserve.
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Research and development expenditure
Expenditure on research activities is recognised as an expense in the period in which it is incurred.

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

o the technical feasibility of completing the intangible asset so that it will be available for use or sale;
. the intention to complete the intangible asset and use or sell it;

o the ability to use or sell the intangible asset;

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

o the availability of adequate technical, financial and other resources to complete the development and
to use or sell the intangible asset; and

o the ability to measure reliably the expenditure attributable to the intangible asset during its
development.

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

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less
accumulated amortisation and accumulated impairment losses, on the same basis as intangible assets that
are acquired separately.

Borrowing costs

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

Investment income earned on the temporary investment of specific borrowings pending their expenditure

on qualifying assets is deducted from the borrowing costs eligible for capitalisation. All other borrowing
costs are recognised in profit or loss in the period in which they are incurred.
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Government grants

Government grants are not recognised until there is reasonable assurance that the Group will comply with
the conditions attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic basis over the periods in which
the Group recognises as expenses the related costs for which the grants are intended to compensate.
Specifically, government grants whose primary condition is that the Group should purchase, construct or
otherwise acquire non-current assets are recognised as deferred revenue in the consolidated statement of
financial position and transferred to profit or loss on a systematic and rational basis over the useful lives of
the related assets.

Government grants that are receivable as compensation for expenses or losses already incurred or for the
purpose of giving immediate financial support to the Group with no future related costs are recognised in
profit or loss in the period in which they become receivable.

The benefit of a government loan at a below-market rate of interest is treated as a government grant,
measured as the difference between proceeds received and the fair value of the loan based on prevailing
market interest rates.

Retirement benefit costs

Payments to defined contribution retirement benefit plans are recognised as an expense when employees
have rendered service entitling them to the contributions.

In the reporting period in which an employee has rendered services, the Group recognises the employee
benefits expenses for those services in profit or loss.

The Company operates a defined contribution Mandatory Provident Fund retirement benefits scheme
(the "MPF Scheme”) under the Mandatory Provident Fund Schemes Ordinance for those employees who
are eligible to participate in the MPF Scheme. Contributions are made based on a percentage of the
employees’ basic salaries and are charged to profit or loss as they become payable in accordance with the
rules of the MPF Scheme. The assets of the MPF Scheme are held separately from those of the Group in
an independently administered fund. The Company’s employer contributions vest fully with the employees
when contributed into the MPF Scheme.

Social welfare

Social welfare expenditure refers to payments for employees’ social welfare system established by the
Government of the People’s Republic of China (the “PRC"), including social pension insurance, health
care insurance, housing funds and other social welfare contributions. The Group contributes on a monthly
basis to these funds based on certain percentage of the salaries of the employees and the contributions
are recognised in profit or loss for the period when employees have rendered service entitling them to the
contribution. The Group’s liabilities in respect of these funds are limited to the contribution payable in the
reporting period.
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Share option expenses

The Group operates a share option scheme for the purpose of providing incentives and rewards to eligible
persons for their contributions to the Group.

For grants of share options that are conditional upon satisfying specified vesting conditions, the fair value
of services received is determined by reference to the fair value of share options granted at the grant date
and is expensed on a straight-line basis over the vesting period, with a corresponding increase in equity
(share options reserve).

At the end of the reporting period, the Group revises its estimates of the number of options that are
expected to ultimately vest. The impact of the revision of the original estimates, if any, is recognized
in profit or loss such that the cumulative expense reflects the revised estimate, with a corresponding
adjustment to share options reserve.

For share options that vest immediately at the date of grant, the fair value of the share options granted is
expensed immediately to profit or loss.

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

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

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

Deferred tax

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

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

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to
the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of
the asset to be recovered.

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

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

For the purposes of measuring deferred tax liabilities or deferred tax assets for investment properties that
are measured using the fair value model, the carrying amounts of such properties are presumed to be
recovered entirely through sale, unless the presumption is rebutted. The presumption is rebutted when
the investment property is depreciable and is held within a business model whose objective is to consume
substantially all of the economic benefits embodied in the investment property over time, rather than
through sale.

Current and deferred tax for the year

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

Property, plant and equipment

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

Construction in progress represents property, plant and equipment in the course of construction for
production or for its own use purposes. Construction in progress is carried at cost less any recognized
impairment loss. Construction in progress is classified to the appropriate category of property, plant and
equipment when completed and ready for intended use. Depreciation of these assets, on the same basis as
other property assets, commences when the assets are ready for their intended use.

Depreciation is recognised so as to write off the cost of items of property and equipment, less their residual
values over their estimated useful lives, using straight-line method.

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

Useful lives

Buildings 20 years

Machinery 10 years

Computer and office equipment 5 years

Motor vehicles 5 years

Leasehold improvements Over the lease terms

Impairment of tangible assets

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

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

Inventories are stated at the lower of cost and net realisable value. Cost is calculated using the weighted
average method. Net realisable value represents the estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the sale.

Provisions

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

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

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

Financial instruments

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

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

Financial assets

Financial assets are classified into the following specified categories: financial assets ‘at fair value through
profit or loss" (FVTPL), ‘held-to-maturity’ investments, ‘available-for-sale’ (AFS) financial assets and ‘loans
and receivables’. The classification depends on the nature and purpose of the financial assets and is
determined at the time of initial recognition. All regular way purchases or sales of financial assets are
recognised and derecognised on a trade date basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within the time frame established by regulation or
convention in the marketplace.
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Financial instruments (continued)
Effective interest method

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

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

Financial assets at fair value though profit or loss

Financial assets are classified as at fair value though profit or loss when the financial asset is either held for
trading or it is designated as at fair value though profit or loss.

A financial asset is classified as held for trading if:
o it has been acquired principally for the purpose of selling it in the near term; or

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

o it is a derivative that is not designated and effective as a hedging instrument.

A financial asset other than a financial asset held for trading may be designated as at fair value though
profit or loss upon initial recognition if:

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

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

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

Financial assets at fair value though profit or loss are stated at fair value, with any gains or losses arising
on remeasurement recognised in profit or loss. The net gain or loss recognised in profit or loss incorporates
any dividend or interest earned on the financial asset and is included in the “other gains and losses” line
item. Fair value is determined in the manner described in Note 5.
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Financial instruments (continued)
Loans and receivables

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

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

Impairment of financial assets

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

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

o significant financial difficulty of the issuer or counterparty; or

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

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

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

For certain categories of financial assets, such as trade receivables, assets that are assessed not to be
impaired individually are, in addition, assessed for impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivables could include the Group’s past experience of collecting payments,
an increase in the number of delayed payments in the portfolio past the average credit period of 30 to 90
days, as well as observable changes in national or local economic conditions that correlate with default on
receivables.

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

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

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

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

Financial liabilities and equity instruments

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

Equity instruments

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

Financial liabilities at fair value through profit or loss

Financial liabilities are classified as at FVTPL when the financial liabilities are designated at FVTPL on initial
recognition.

A financial liability other than a financial liability held for trading may be designated as at FVTPL upon initial
recognition if:

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

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

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

Financial liabilities at FVTPL are measured at fair value, with changes at fair value arising on remeasurement

recognised directly in profit or loss in the period in which they arise. The net gain or loss recognised in
profit or loss excludes any interest paid on the financial liabilities.
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Financial instruments (continued)
Other financial liabilities

Other financial liabilities (including trade, bills, other payables and accruals, bank borrowings and amount
due to a director) are subsequently measured at amortised cost using the effective interest method.

Effective interest method

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

Interest expense is recognised on an effective interest basis other than financial liabilities classified as at
FVTPL.

Derecognition

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

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

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

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

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

Derivatives embedded in non-derivative host contracts are treated as separate derivatives when their
economic risks and characteristics are not closely related to those of the host contacts and the host
contacts are not measured at fair value with changes in fair value recognised in profit or loss.

Convertible bonds

The component parts of compound instruments (convertible bonds) issued by the Company are classified
separately as financial liabilities, equity and derivatives in accordance with the substance of the contractual
arrangements and the definitions of a financial liability, an equity instrument and derivative financial
instruments. Conversion option that will be settled by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the Company’s own equity instruments is an equity instrument.

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

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

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

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

For the purpose of the consolidated statements of financial position, cash and bank balances comprise cash
on hand and at banks, including term deposits, which are not restricted to use.

Contingent liabilities and contingent assets
A contingent liability is a possible obligation that arises from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one or more uncertain future events not wholly within
the control of the Group. It can also be a present obligation arising from past events that is not recognised
because it is not probable that outflow of economic resources will be required or the amount of obligation
cannot be measured reliably. A contingent liability is not recognised but is disclosed. When a change in the
probability of an outflow occurs so that outflow is probable, they will then be recognised as a provision.
A contingent asset is a possible asset that arises from past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or more uncertain future events not wholly within the
control of the Group. A contingent asset is not recognised but is disclosed when an inflow of economic
benefits is probable. When inflow is virtually certain, an asset is recognised.
Related parties transactions
A party is considered to be related to the Group if:
(1) A person or a close member of that person’s family is related to the Group if that person:

(i)  has control or joint control over the Group;

(i) has significant influence over the Group; or

(iii) is a member of the key management personnel of the Group or of a parent of the Group.

(2)  An entity is related to the Group if any of the following condition applies:

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

(i) One entity is an associate or joint venture of the other entity (or an associate or joint venture of
a member of a group of which the other entity is a member).

(iii)  Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an associate of the third
party.

(v)  The entity is a post-employment benefit plan for the benefit of employees of either the Group
or an entity related to the Group. If the Group is itself such a plan, the sponsorship employers
are also related to the Group.

(vi) The entity is controlled or jointly controlled by a person identified in (1).
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Related parties transactions (continued)
(2)  An entity is related to the Group if any of the following condition applies: (continued)

(vii) A person identified in (1)(i) has significant influence over the entity or is a member of the key
management personnel of the entity (or of a parent of the entity).

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

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

A transaction is considered to be a related party transaction when there is a transfer of resources and
obligations between related parties.

Segment reporting

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

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

In the process of applying the Group’s accounting policies which are described in Note 3, management has
made certain key assumptions concerning the future, and other key sources of estimation uncertainty at
the end of the reporting period, that may have a significant risk of causing a material adjustment to the
carrying amount of assets and liabilities within the next year, are discussed below:

Income taxes and deferred taxation

The Company is subject to PRC income taxes. Significant judgement is required in determining the
provision for income taxes. There are many transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course of business. The Company 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 difference will
impact the income tax and deferred tax provisions in the period in which such determination is made.

Useful lives and residual values of property, plant and equipment

In determining the useful life and residual value of an item of property, plant and equipment, the Group
has to consider various factors, such as technical or commercial obsolescence arising from changes or
improvements in production, or from a change in the market demand for the product or service output
of the asset, expected usage of the asset, expected physical wear and tear, the care and maintenance of
the asset, and legal or similar limits on the use of the asset. The estimation of the useful life of the asset
is based on the experience of the Group with similar assets that are used in a similar way. Additional
depreciation is made if the estimated useful lives and/or the residual values of items of property, plant and
equipment are different from the previous estimation. Useful lives and residual values are reviewed at the
end of the reporting period based on changes in circumstances.

Fair value measurement of derivative financial instruments
The derivative financial instruments have been value based on valuation technique. The valuation required
the Group to make estimates about earning volatility, earning growth rate and discount rate, and hence they

are subject to uncertainty. Further details are contained in Notes 5, 24 and 25 to the consolidated financial
statements.
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Financial instruments by category

The carrying amounts of each of the categories of financial instruments as at the end of the reporting
period are as follow:

2015 2014
RMB’000 RMB’'000
Financial assets
At amortised cost
Loan and receivables
— Trade receivables 147,540 105,797
— Pledged bank deposits 80,602 660
— Cash and bank balances 266,206 92,481
494,348 198,938
At fair value through profit or loss
Derivative financial instruments 5,796 -
500,144 198,938
Financial liabilities
At amortised cost
— Trade, bills, other payables and accruals 113,640 95,615
— Promissory note 67,673 —
— Convertible bonds 19,346 -
— Bank borrowings 123,970 11,000
324,629 106,615
At fair value through profit or loss
Derivative financial instrument 3,434 -
328,063 106,615

Financial risk management objective and policies

The Company’s major financial instruments include trade receivables, pledged bank deposits, cash and
bank balances, trade, bills, other payables and accruals, bank borrowings, promissory note, convertible
bonds and derivative financial instruments. The details of these financial instruments are disclosed in
respective notes. The risks associated with these financial instruments and the policies on how to mitigate
these risks are set out below. The management manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and effective manner.

The main risks arising from the Group’s financial instruments are credit risk, liquidity risk, interest rate risk

and currency risk. The Directors review and agree policies for managing each of these risks and they are
summarised below.
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Financial risk management objective and policies (continued)
Credit risk

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

The Group has concentration of credit risk on the trade receivables from its major customers. The
management is of the view that these trade debtors of the Group have good trade record without default
history and consider that the trade receivable from these customers is recoverable.

In order to minimise the credit risk, the management of the Group has credit approvals and other
monitoring procedures to ensure that follow-up action is taken on a timely basis and adequate impairment
losses are made for irrecoverable amounts overdue. In this regards, the Directors consider that the Group’s
credit risk is significantly reduced.

Substantially all of the Group’s cash and bank balances are mainly deposited in the state controlled PRC
banks which the Directors assessed the credit risk to be insignificant.

Liquidity risk

Liquidity risk is the risk that funds will not be available to meet liabilities as they fall due, and it results from
amount and maturity mismatches of assets and liabilities. The Group will consistently maintain a prudent
financial policy and ensure that it maintains sufficient cash to meet its liquidity requirements.

The Group’s financial liabilities are analysed into relevant maturity groupings based on the remaining
period at the respective end of the reporting periods to the contractual maturity date, using the contractual
undiscounted cash flows, as follows:

Weighted Within More than More than Total
average 1 year 1yearbut 2 years but undiscounted
interest Carrying oron less than less than More than cash

rate amount demand 2 years 5 year 5 year flows

% RMB’000 RMB’'000 RMB’000 RMB’000 RMB’000 RMB000

31 December 2015

Non-derivative
financial liabilities

Trade, bills, other
payables

and accruals - 113,640 113,640 - - - 113,640
Promissory note 6.30 67,673 69,670 - - - 69,670
Convertible bonds 14.31 19,346 20,394 - - - 20,394
Bank borrowings 5.83 123,970 27,818 90,869 15,044 - 133,731

324,629 231,522 90,869 15,044 - 337,435
Derivative financial

liability
Derivative financial

instrument - 3,434 3,434 - - - 3,434
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Financial risk management objective and policies (continued)

Liquidity risk (continued)

Weighted Within More than More than Total
average 1 year 1yearbut 2 years but undiscounted
interest Carrying or on less than less than More than cash

rate amount demand 2 years 5 year 5 year flows

% RMB000 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000

31 December 2014

Non-derivative
financial liabilities
Trade, bills, other

payables and
accruals - 95,615 95,615 - - - 95,615
Bank borrowings 7.15 11,000 11,000 - - - 11,000
106,615 106,615 - - - 106,615

Interest rate risk

The Group considers that there is no significant cash flow interest rate risk and fair value interest rate
risk as the Group does not have variable rate borrowings. The Group’s income and operating cash flows
are substantially independent of changes in market interest rates. The Group currently does not have any
interest rate hedging policy. However, the management monitors interest rate exposure and will consider
hedging significant interest rate exposure should the need arise.

Sensitivity analysis

No sensitivity analysis is prepared since the Group is not subject to significant cash flow interest rate risk
and fair value interest rate risk.

Currency risk

Foreign exchange risk arises when future commercial transactions or recognised assets and liabilities are
denominated in a currency that is not the entity’s functional currency.

The main operations of the Group were in the PRC and most of the transactions were denominated in
RMB. The Company did not use any derivative financial instruments to hedge for its foreign exchange risk
exposure during the year.
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Financial risk management objective and policies (continued)
Currency risk (continued)

The foreign currency assets and liabilities held by the Group are not material compared to the total assets
and liabilities. In terms of the Group’s revenue structure, a majority of the business transactions are
denominated in RMB, and the proportion of foreign currency transactions are not significant to the Group.

The Directors consider that the currency risk of the Group’s operations is immaterial due to the relatively
low proportion of the Group’s foreign currency denominated assets, liabilities, income and expense,
as compared to the Group's total assets, liabilities, income and expense. Hence, no further analysis is
presented.

Fair value of financial instruments
The fair values of financial assets and financial liabilities are determined as follows:

(i)  the fair values of financial assets and financial liabilities with standard terms and conditions and
traded on active liquid markets are determined with reference to quoted market prices;

(ii)  the fair values of other financial assets and financial liabilities are determined in accordance with
generally accepted pricing models based on discounted cash flow analysis; and

(iii) the fair value of derivative instruments is calculated using quoted prices. Where such prices are
not available, use is made of discounted cash flow analysis using the applicable yield curve for the
duration of the instruments for non-optional derivatives, and option pricing models for optional
derivatives.

Except for the liability component of convertible bonds which recorded at amortised cost as below,
the Directors consider that the carrying amounts of financial assets and financial liabilities recorded at
amortised cost in the Group’s statement of financial position approximate to their fair values.

31 December 2015 31 December 2014
Carrying Fair Carrying Fair
amount value amount value

RMB’000 RMB’000 RMB'000 RMB’000

Convertible bonds 19,346 19,031 - -

The fair value of the liability component is the present value of the contractually determined stream
of future cash flows discounted at the interest applied at that time by the market to instruments of
comparable credit status and providing substantially the same cash flows, on the same terms, but without
conversion option.
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31 December 2015

5. FINANCIAL INSTRUMENTS (Continued)

Fair value estimation

The following table provides an analysis of financial instruments that are measured subsequent to initial
recognition at fair value as at 31 December 2015, grouped into Level 1 to Level 3 based on the degree to
which the fair value is observable.

Level 1 Level 2 Level 3 Total
RMB’000 RMB’000 RMB’000 RMB’000

31 December 2015

Assets

Derivative financial instruments - - 5,796 5,796
Liability

Derivative financial instrument - - 3,434 3,434

31 December 2014

Asset
Derivative financial instrument - - - -

Liability
Derivative financial instrument = = — _

There were no transfers between Level 1, 2 and 3 in both years.
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Fair value estimation (continued)

Some of the Group’s and the Company’s financial assets and financial liabilities are measured at fair value
at 31 December 2015. The following table gives information about how the fair values of these financial
assets and financial liabilities are determined (in particular, the valuation technique(s) and inputs used).

Fair value as at

31 December 31 December Fair value
2015 2014 hierarchy
RMB'000 RMB'000

Assets
Derivative financial instrument 5,543
- Term extension derivative
embedded in the promissory
note

Level 3

Derivative financial instrument - - Level 3
- Redemption option derivative
embedded in the promissory

note

Derivative financial instrument 253 - Level 3
- Redemption option derivative
embedded in the convertible

bonds

Liability
Derivative financial instruments
- Term extension derivative
embedded in the convertible
bonds

3,434 - Level 3

Valuation
techniques
and key inputs

Discounted cash
flow and Monte
Carlo Simulation
Method

Key inputs:
Discounted rate
adopted and
earning volatility

Monte Carlo

Simulation Method

Key inputs:
Discounted rate
adopted

Bionominal option

Pricing Model
Key inputs:
Discounted rate
adopted and
share price
volatility

Bionominal Option

Pricing Model and
Monte Carlo
Simulation
Method

Key inputs:
Discount rate
adopted, Earnings
volatility and
Share price
volatility

Significant
unobservable
inputs

Discount rate
adopted ranging
from 15.35%
t015.83%
Earning

volatility from
75.38%t0
83.95%

(Note (i)

Discount rate
adopted ranging
from 15.35%
to 15.83%
(Note (ii))

Discount rate
adopted ranging
from 15.35%
to 15.83%
Share price
volatility
ranging from
75.83% to
83.95%

(Note (iii))

Discount rate
adopted ranging
from 15.35% to

75.38%

Earning
volatility ranging
from 75.38% to
83.95%

Share price
volatility ranging
from 72.09% to
83.95%

(Note (iv))
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Fair value estimation (continued)

Notes:

(0]

(i)

(iii)

(iv)

An increase in the discount rate adopted in isolation would result in an increase in the fair value measurement of term
extension derivative embedded in the promissory note.

An increase in the earnings volatility used in isolation would result in a decrease in the fair value measurement of term
extension derivative embedded in the promissory note.

An increase in the discount rate adopted in isolation would result in an increase in the fair value measurement of
redemption option derivative embedded in the promissory note.

An increase in the discount rate adopted in isolation would result in a decrease in the fair value measurement of
redemption option derivative embedded in the convertible bonds.

An increase in the share price volatility used in isolation would result in an increase in the fair value measurement of
redemption option derivative embedded in the convertible bonds.

An increase in the discount rate adopted in isolation would result in a decrease in the fair value measurement of term
extension derivative embedded in the convertible bonds.

An increase in the earnings volatility used in isolation would result in a decrease in the fair value measurement of term
extension derivative embedded in the convertible bonds.

An increase in the share price volatility used in isolation would result in an increase in the fair value measurement of term
extension derivative embedded in the convertible bonds.

Please refer to Notes 24 and 25 for the movement of the fair values of the financial assets and financial
liabilities included in Level 3 categories.

Capital risk management

The primary objective of the Group’s capital management is to safeguard the Group’s ability to continue
as a going concern and to maintain healthy capital ratios in order to support its business and maximize
shareholders’ value. The Group manages the capital structure and makes adjustments to it, in light of
changes in economic conditions. To maintain or adjust the capital structure, the Group may adjust the
dividend payment to shareholders, return capital to shareholders or issue new shares. No changes were
made in the objectives, policies or processes for managing capital during the years.
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Capital risk management (continued)

The Directors monitor capital using a gearing ratio, which is total debts divided by total equity. The Group'’s
policy is to keep the gearing ratio at a reasonable level. The gearing ratios at the end of the reporting
periods are as follows:

2015 2014

RMB’000 RMB’000

Total debts 210,989 11,000
Total equity 351,022 276,169
Gearing ratio 60.1% 4.0%

The Group currently operates in one operating segment which is the sales of paper-based packaging
products. The chief operating decision makers who allocates resources and assesses performance based on
the results of the year for the entire business comprehensively. Accordingly, the Group does not present
separately segment information.

Segment revenue reported represents revenue generated from external customers. There were no inter-
segment sales for the year ended 31 December 2015 (2014: Nil).

During the years ended 31 December 2015 and 2014, all revenue is derived from customers in the PRC.

As at 31 December 2015 and 2014, most of the Group’s non-current assets were located in the PRC.
Accordingly, no analysis of the Group’s result and assets by geographical area is disclosed.

Included in revenue arising from sales of paper-based packaging products for the year ended 31 December
2015, approximately RMB35,983,000 (2014: RMB37,702,000) are revenue arose from sales to the Group's
largest single customer. No single customer contributed 10% or more to the Group’s revenue for the year
ended 31 December 2015 (2014: Nil).
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Notes to the Consolidated Financial Statements

31 December 2015

7. REVENUE

Revenue represents the net amounts received and receivable for goods sold, net of discounts and excludes
value-added tax.

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

2015 2014
RMB’000 RMB’000
Flexo-printed cartons 329,046 265,760

Offset-printed cartons
— Traditional paper-based cartons 161,961 147,223
— Stone-paper based cartons 124,365 78,540
615,372 491,523

8. OTHER REVENUE
2015 2014
RMB’000 RMB’000
Sales of residual materials 1,276 803
Bank interest income 610 362
1,886 1,165
9. OTHER INCOME

2015 2014
RMB’000 RMB’'000
Tax concession (Note a) 7,891 10,334
Government subsidies (Note b) 11 270
Exchange gain - 163
7,902 10,767

Notes:

(a) Tax concession represents another kind of government subsidy given by the local government with reference to the
amount of value-added tax, land use tax and enterprise income tax paid in the PRC.

(b)  Government subsidies represent the financial subsidies given by the local government to encourage the Group’s
operation in the PRC.
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31 December 2015

10. PROFIT BEFORE TAX

Profit before tax has been arrived at after charging:

2015 2014
RMB’'000 RMB’000
Staff costs:
Employee benefit expense (including directors’ remuneration
(Note 11)):
Wages and salaries 38,698 25,173
Retirement benefit schemes contributions 5,174 4,000
43,872 29,173
Other items:
Cost of inventories sold 466,863 374,245
Depreciation of property, plant and equipment (Note 16) 14,152 7,403
Auditors’ remuneration 800 750
Amortisation of prepaid lease payments (Note 17) 60 60
Loss on disposal of property, plant and equipment 2 -
Minimum lease payments under operating leases
of rented premises 428 164
Research and development costs 3,180 2,976
Equity-settled share option expenses 15,931 4,274

11.DIRECTORS’ AND KEY MANAGEMENT PERSONNEL
EMOLUMENTS

(a) Directors’ emoluments

Details of directors’ emoluments are as follows:

2015 2014

RMB’000 RMB’'000

Fees 281 325
Other emoluments:

Salaries, allowances and benefits in kind 5,924 1,852

Retirement benefit schemes contributions 43 11

Total 6,248 2,188
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Directors’ emoluments

Salaries,
allowances Retirement
and other benefit schemes Total
Fees benefits in kind  contributions  remuneration
RMB'000 RMB'000 RMB’000 RMB'000
31 December 2015
Executive Directors
Mr. Chen Wei Wei - 2,445 23 2,468
Ms. Hu Li Yu - 2,031 10 2,041
Mr. Sun Shao Hua - 1,448 10 1,458
Independent Non-executive Directors
Mr. Liu Da Jin 80 - - 80
Mr. Ma Yiu Ho, Peter 121 - - 121
Mr. Wu Ping 80 - - 80
281 5,924 43 6,248
Salaries,
allowances Retirement
and other  benefit schemes Total
Fees  benefits in kind contributions remuneration
RMB’000 RMB’000 RMB'000 RMB'000
31 December 2014
Executive Directors
Mr. Chen Wei Wei - 835 11 846
Ms. Hu Li Yu - 235 - 235
Mr. Sun Shao Hua - 782 - 782
Independent Non-executive Directors
Mr. Liu Da Jin 95 - - 95
Mr. Ma Yiu Ho, Peter 135 - - 135
Mr. Wu Ping 95 - - 95
325 1,852 11 2,188

The Group does not have any chief executive officer during the years.
During the years, no emoluments were paid by the Group to the Directors as an inducement to join

or upon joining the Group or as compensation for loss of office. There was no arrangement under
which a director waived or agreed to waive any emoluments during the years.

68 CHINA PACKAGING HOLDINGS DEVELOPMENT LIMITED



Notes to the Consolidated Financial Statements

31 December 2015

11.DIRECTORS’ AND KEY MANAGEMENT PERSONNEL
EMOLUMENTS (Continued)

(c)

Five highest paid employees

The five highest paid employees of the Group are analysed as follows:

2015 2014

RMB’000 RMB’'000

Directors 5,967 1,628
Non-directors 1,504 1,656
7,471 3,284

The five highest paid individuals in the Group during both years included 3 (2014: 2) directors;
details of whose emoluments are set out in Note 11(b). The emoluments of the remaining 2 (2014: 3)

individuals are as follows:

2015 2014

RMB’'000 RMB’000

Salaries, allowances and benefits in kind 1,486 1,627
Retirement benefit schemes contributions 18 29
1,504 1,656

The number of these non-directors, being the five highest paid employees whose remuneration fell

within the following band is as follows:

2015 2014

Nil to HK$1,000,000 1 2
HK$1,000,001 to HK$2,000,000 1 1
2 3
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31 December 2015

11.

12.

DIRECTORS’ AND KEY MANAGEMENT PERSONNEL
EMOLUMENTS (Continued)

Included in the five highest paid employees, the number of senior management (being the non-director
employees) whose remuneration fell within the following band is as follows:

2015 2014

Nil to HK$1,000,000 1 1
HK$1,000,001 to HK$2,000,000 - 1
1 2

Note: The band was denominated in HK$ and the remunerations of the respective employees was translated at the average rate
of RMB to HK$ for each year for the disclosure purpose.

During the years, no emoluments were paid by the Group to the non-directors, being the five highest paid
employees as an inducement to join or upon joining the Group or as compensation for loss of office. None
of the non-director, highest paid employees waived or agreed to waive any emoluments during the years.

FINANCE COSTS
2015 2014
RMB’000 RMB’000
Interest expenses on bank borrowings 4,603 1,781
Imputed interest on promissory note 2,206 -
Imputed interest on convertible bonds 1,565 -
8,374 1,781
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2015 2014
RMB’'000 RMB’000
Current tax

— The PRC Enterprise Income Tax 15,217 12,715
— Under provision in prior year - 1,164
15,217 13,879

Deferred tax
— Current year (Note 26) (138) -
Total income tax recognised in profit or loss 15,079 13,879

Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable profit for the year. No Hong Kong
profits tax is provided for as the Group does not have any assessable profit from the Group’s operation
located in Hong Kong.

The PRC subsidiary is subject to the PRC Enterprise Income Tax at 25% during the year (2014: 25%).
Pursuant to the relevant laws and regulations in the PRC, the qualified PRC subsidiary was entitled to
preferential treatment on corporate income tax enjoyed by high and new technology enterprise for three
years from 2014 to 2016. As such, the applicable corporate income tax rate for the qualified PRC subsidiary
has been reduced from 25% to the preferential tax rate of 15% for the three years from 2014 to 2016.

The reconciliation between the income tax expenses and accounting profit at applicable income tax rates

is as follows:
2015 2014
Hong Kong The PRC Total Hong Kong The PRC Total
RMB’000 % RMB000 % RMB'000 % RMB'000 % RMB'000 % RMB'000 %

Profit/(loss) before tax (19,731) 89,575 69,844 (15,743) 91,744 76,001
Tax at applicable

Income tax rates (3,255) 16.5 22,394 250 19,139 27.4 (2,598) 16.5 22,936 250 20,338 26.8
Preferential income tax

treatments - - (10,145) (11.3)  (10,145) (14.5) - - (8,476) (9.3) (8,476) (11.2)
Tax effect of expenses or

income not deductible or

taxable for tax purpose - - 2,947 33 2,947 4.2 - - (1,863) 200 (1,863) (2.4)
Under provision in prior year - - - - - - - - 1,164 13 1,164 1.5
Tax effect of tax loss

not recognised 3,117 (15.8) 21 0.1 3,138 45 2,598 (16.5) 118 0.1 2,716 36
Tax charge for the year (138) 0.7 15217 171 15,079 21.6 - - 13,879 15.1 13,879 18.3

Annual Report 2015 71



72

31 December 2015

The Directors of the Company do not recommend payment of any dividends for the year (2014: Nil).

The calculation of basic and diluted earnings per share attributable to the owners of the Company is based

on the following data:

Earnings

Profit attributable to the owners of the Company
for the purpose of basic and diluted earnings per share

Number of shares

Weighted average number of ordinary shares
for the purpose of basic earnings per share

Effect of dilutive potential ordinary shares:
Share options issued by the Company

Weighted average number of ordinary shares
for the purpose of diluted earnings per share

2015
RMB’000

54,765

2015

800,000,000

9,043,367

809,043,367

2014
RMB’000

62,122

2014

793,424,658

57,329

793,481,987

Basic earnings per share for the years ended 31 December 2015 and 2014 are calculated by dividing the
profit for the year attributable to owners of the Company by the weighted average number of shares in

issue during the year.

Diluted earnings per share for the years ended 31 December 2015 and 2014 are calculated by adjusting the
weighted average number of shares in issue during the year to assume conversion of all dilutive potential
ordinary shares. The weighted average number of ordinary shares as above are adjusted by the number of
shares that would have been issued assuming the exercise of share options.

For the year ended 31 December 2015, the computation of diluted earnings per share does not assume the
conversion of the Company’s outstanding convertible bonds since it would result in an anti-dilutive effect

on earnings per share.
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Cost

At 1 January 2014
Additions
Transfer

At 31 December 2014
and 1 January 2015

Additions

Disposals

Exchange realignment

At 31 December 2015

Accumulated depreciation

At 1 January 2014
Charge for the year

At 31 December 2014
and 1 January 2015
Charge for the year
Eliminated on disposals
Exchange realignment

At 31 December 2015

Carrying amount
At 31 December 2015

At 31 December 2014

Machinery
RMB'000

37,539
76,750

114,289
m

114,400

13,513
5,006

18,519
10,866

29,385

85,015

95,770

Assets pledged as security

As at 31 December 2015, machinery with a carrying amount of approximately RMB58,366,000 (2014:
RMB14,915,000) have been pledged to secure bank borrowings (Note 23) granted to the Group.

As at 31 December 2015, computer and office equipment with a carrying amount of approximately

Computer
and office
equipment

RMB'000

491

523

280
76

356
79

435

88

160

Motor
vehicles
RMB'000

588

588

(109)

479

368
59

427
59
(103)

383

96

161

Buildings
RMB'000

20,593
1,000
43,520

65,113

65,113

6,033
2,212

8,245
3,093

11,338

53,775

56,868

improvements

Leasehold  Construction-
in-progress
RMB000 RMB000

= 43,520

= (43,520)

75 =

Total
RMB'000

102,731
77,900

180,631
118
(109)

7

180,647

20,194
7,403

27,597
14,152
(103)

41,651

138,996

153,034

RMB1,000 (2014: Nil) have been pledged to secure bank borrowings (Note 23) granted to the Group.

As at 31 December 2015, buildings with a carrying amount of approximately RMB53,536,000 (2014: Nil)

have been pledged to secure bank borrowings (Note 23) granted to the Group.
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Notes to the Consolidated Financial Statements

31 December 2015

17.PREPAID LEASE PAYMENTS

Prepaid lease payments represent prepayment by the Group for the land use rights located in the PRC
which are held on leases for 50 years.

2015 2014
RMB’000 RMB’000

Analysed for reporting purposes as:
Current assets (included in prepayments) (Note 20) 60 60
Non-current assets 2,315 2,375
2,375 2,435

Amortisation on prepaid lease payments of approximately RMB60,000 (2014: RMB60,000) have been
charged to the administrative expenses in profit or loss for the year.

18.INVENTORIES

2015 2014
RMB’'000 RMB’000
Raw materials 15,766 12,134
Work in progress 2,105 2,648
Finished goods 7,289 3,108
25,160 17,890

19. TRADE RECEIVABLES
2015 2014
RMB’'000 RMB’'000
Trade receivables 147,540 105,797
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The following is an analysis of trade receivables by age, presented based on the invoice date. The analysis
below is net of allowance for doubtful debts:

2015 2014

RMB’000 RMB'000

0 — 30 days 65,424 55,635
31 - 60 days 64,145 50,162
61 — 90 days 17,971 =
147,540 105,797

The average credit period on sales of goods is from 30 to 90 days. In determining the recoverability of the
trade receivables, the Group considers any change in the credit quality of the trade receivables from the
date credit was initially granted up to the end of the reporting period. The concentration of credit risk is
limited due to the customer base being large and unrelated. Allowances for doubtful debts are recognised
against trade receivables based on estimated irrecoverable amounts determined by reference to past
default experience of the counterparty and an analysis of the counterparty’s current financial position. The
Directors of the Company considered no provision for impairment is recognised during the year (2014: Nil)
as these customers had no recent history of default.

The Group does not hold any collateral or other credit enhancements over these balances.

Before accepting any new customer, the Group assesses the potential customer’s credit quality and
defines credit limits by customer. Of the trade receivables balance as at 31 December 2015 approximately
RMB6,781,000 (2014: RMB4,713,000) is due from the Group’s largest customer. At 31 December 2015,
no customers represent more than 5% of the total balance of trade receivables (2014: Nil) and hence the
concentration of credit risk is limited.

As at 31 December 2015, no trade receivables were past due but not impaired (2014: Nil).

2015 2014

RMB’000 RMB’'000

Prepaid lease payments (Note 17) 60 60
Prepayments, deposits and other receivables 16,362 9,527
16,422 9,587

Annual Report 2015 7 5



76

31 December 2015

Pledged bank deposits represent deposits pledged to banks to secure bills payables granted to the Group.
The pledged bank deposits will be released upon the settlement of relevant bills payable (Note 22) and
bank borrowings (Note 23).

Included in the cash and bank balances as at 31 December 2015, amount of approximately
RMB259,576,000 (2014: RMB91,183,000) are subject to the foreign exchange control restrictions imposed
by the government of the PRC.

Bank balances carry interest at market rates which range from 0.35% to 0.38% per annum for 31
December 2015 (2014: 0.01% to 0.35% per annum).

2015 2014
RMB’000 RMB’000
Trade payables 74,850 76,909
Bills payables 23,850 660
Accruals 12,698 9,880
Other payables 2,242 8,166
113,640 95,615

An aged analysis of the trade payables, based on invoice date, is as follows:
2015 2014
RMB’000 RMB’000
0 - 30 days 42,358 40,422
31 - 60 days 32,492 36,487
74,850 76,909

The average credit period on purchases of certain goods is 60 days. The Company has financial risk
management policies in place to ensure that all payables are paid within the credit timeframe.

As at 31 December 2015, the bills payable of approximately RMB23,850,000 (2014: RMB660,000) was
pledged by the bank deposits (Note 21).
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2015 2014

RMB’000 RMB’'000

Secured 123,970 11,000
Carrying amount repayable:

Within one year 21,270 11,000

More than one year, but not exceeding two years 102,700 -

123,970 11,000

Less: Amounts shown under current liabilities (21,270) (11,000)

Amounts shown under non-current liabilities 102,700 -

All the bank borrowings were denominated in RMB. As at 31 December 2015 and 2014, the bank
borrowings were secured by certain property, plant and equipment and pledged bank deposits held by the
Group as set out in Notes 16 and 21 respectively.

The ranges of effective interest rates (which are equal to the contracted interest rates) on bank borrowings
are as follows:

2015 2014

Fixed rate 5.0% to 7.8% 6.6% to 7.8%

On 19 June 2015, the Company issued a redeemable 7.5% promissory note with the principal amount of
HK$80,000,000 and interest payable half yearly (the “Promissory Note"”).

The Promissory Note has a term of one year and the holder shall extend the Promissory Note on the same
terms and conditions of the Promissory Note for a further period of one year (the “Extended Term of the
Promissory Note”) provided that the Group's earnings before interest, taxes, depreciation and amortisation
("EBITDA") for the financial year before the end of the term is not less than RMB52,000,000 and the
consolidated net asset value of the Group is not less than RMB220,000,000.

The Company may, prior to the maturity date of the Promissory Note from and including the date falling
12 months from the date of issue redeem the outstanding principal amount of the Promissory Note, with
all amounts of accrued interests, handling fee and all other outstanding amount payable by the Company
to the holder of the Promissory Notes, and without penalty.

The Promissory Note has the benefit of the security constituted by the share charges created by Rich Kirin
Holdings Limited and Big Wealth Limited; the guarantee of Mr. Sun Shao Hua, a Director and a controlling
shareholder of the Company; and the guarantee of Novel Blaze Limited, the ultimate holding company of
the Company.
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The Promissory Note contains three components: term extension derivative, early redemption derivative
and liability component. The fair value of the liability component of the Promissory Note at the date of
issue was estimated to be approximately RMB64,534,000 based on the effective interest rate of 6.3% per
annum. The term extension derivative is measured at fair value with changes in fair value recognised in
profit or loss.

In valuing the term extension derivative and early redemption derivative components, the Monte Carlo
Simulation Method was used.

The inputs used for calculation of the fair value of the term extension derivative and early redemption
derivative components were as follow:

At 19
June 2015

Time to maturity 1.00 to 3.00 years
(depends on
extension condition)

Earning volatility 64.93% to 70.47%
Earning growth rate 44.97 %
Discount rate 12.78% to 13.46%

The movements of the liability component and term extension derivative of the Promissory Note during the
year are set out below:

Term Early

extension redemption

Liability derivative derivative
component component component Total
RMB'000 RMB’000 RMB'000 RMB’000

(Note 27)

At 31 December 2014 and 1 January 2015 - - - -
Issue of promissory note 64,534 (2,857) - 61,677
Imputed interest charged 2,206 - - 2,206
Coupon interest payable (2,918) - - (2,918)
Change in fair value - (2,411) - (2,411)
Exchange realignment 3,851 (275) - 3,576
At 31 December 2015 67,673 (5,543) - 62,130
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On 19 June 2015, the Company issued redeemable 7.5% convertible bonds with aggregate principal
amount of HK$20,000,000 with handling fee charging at 1% per annum and interest payable half
yearly (“Convertible Bonds”). The Convertible Bonds entitle the holder to convert to ordinary shares of
the Company at a conversion price of HK$0.85 per share and will be converted into 23,529,411 shares
assuming full conversion.

Conversion may occur at any time during the term of the Convertible Bonds.

The Convertible Bonds have a term of one year and the holder shall extend the Convertible Bonds on the
same terms and conditions of the Convertible Bonds for a further period of one year (the “Extended Term
of the Convertible Bonds”) provided that the Group’s EBITDA for the financial year before the end of the
term is not less than RMB52,000,000 and the consolidated net asset value of the Group is not less than
RMB220,000,000.

Subject to the Promissory Note (Note 24) having been redeemed in full, the Company has the right to
redeem all (but not part of) the outstanding principal amount of the Convertible Bonds at any time during
the period between the first day of the twelfth month following the date of issue of the Convertible Bonds
and the last day immediately preceding the maturity date of the Convertible Bonds.

Unless previously redeemed, converted, purchased and cancelled, the Company shall pay on the maturity
date an aggregate price of (i) the outstanding principal amount of the Convertible Bonds on the maturity
date, (i) 12% of the outstanding principal amount on the maturity date of the Convertible Bonds (exclusive
of interest) multiplied by the term or the Extended Term of the Convertible Bonds expressed in years for
the redemption of the portion of the Convertible Bonds which has not been converted into Shares, (iii)
all accrued and unpaid interest and handling fee and unpaid default interest accrued in respect of such
outstanding principal amount of the Convertible Bonds to be redeemed, and (iv) all other outstanding
amounts payable by the Company to the holder of the Convertible Bonds.

The Convertible Bonds have the benefit of the security constituted by the share charges created by Rich
Kirin Holdings Limited and Big Wealth Limited; the guarantee of Mr. Sun Shao Hua, a Director and a
controlling shareholder of the Company; and the guarantee of Novel Blaze Limited, the ultimate holding
company of the Company.

The Convertible Bonds contains four components: redemption option derivative, term extension derivative,
liability and equity components. The equity component is presented in equity heading “convertible bonds
reserve”. The liability component is initially recognised at fair value and carried at amortised costs using
effective interest rate. The effective interest rate of the liability component on initial recognition is 11.8%
per annum. The redemption option derivative and term extension derivative components are measured at
fair value with changes in fair value recognised in profit or loss.
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On 10 September 2015, the Group entered into supplementary deeds, agreed to amend the provisions of
the Company’s early redemption right under the Convertible Bonds (“Modification”). The amended term
is unless previously redeemed, converted, purchased and cancelled, the redemption price payable by the
Company for early redemption of the Convertible Bonds shall be the amount equivalent to the sum of
(i) the outstanding principal amount of the Convertible Bonds to be redeemed, (ii) return of 17.5% per
annum on the outstanding principal amount of the Convertible Bond from the issue date to the date of full
payment of the redemption price by the Company with such return calculated on the basis of the actual
number of days elapsed in a year of 365 days (exclusive of interest) for the redemption of the portion of
the Convertible Bond which has not been converted into Shares, (iii) all accrued and unpaid interest, (iv) all
accrued and unpaid handling fee accrued, and (v) all other outstanding amounts payable by the Company
to the bondholder.

The effective interest rate after 10 September 2015 is 14.31%.

In valuing the derivative components the Bionominal Option Pricing Model and Monte Carlo Simulation
Method was used.

The key inputs used for calculation of the fair value of the derivative financial assets component were as
follow:

At 19 At 10
June 2015 September 2015

Time to maturity 1.00 to 3.00 years 0.77 to 2.77 years

(depends on extension condition)
Share price HK$0.87 HK$0.84
Share price volatility 62.22% t0 70.47% 64.28% to 85.09%

Earning volatility 64.93% to 70.47% 69.04% to 85.09%

Earning growth rate 44.97 % 47.58%
Conversion price HK$0.85 HK$0.85
Discount rate 12.78% to 13.46% 14.69% to 15.37%

Details of Convertible Bonds on initial recognition or Modification to be approximately as follows:

At 19 At 10

June 2015 September 2015

RMB’000 RMB’000

Liability component 15,320 17,602
Equity component 915 4,067
Redemption option derivative component (155) (149)
Term extension derivative component (663) 1,755
15,417 23,275
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The movements of the liability component, equity component, redemption option derivative and term
extension derivative of the Convertible Bonds during the year are set out below:

Redemption Term

option extension

Liability Equity derivative derivative
component component component component Total

RMB'000 RMB'000 RMB’'000 RMB'000 RMB'000
(Note 27) (Note 27)

At 31 December 2014
and 1 January 2015 - = = - _

Issue of convertible bonds 15,320 915 (155) (663) 15,417
Recognition of deferred taxation

directly from equity - (164) - - (164)
Derecognition upon

Modification of convertible bonds (15,503) (751) 121 (911) (17,044)
Recognition upon Modification of

convertible bonds 17,602 4,067 (149) 1,755 23,275
Imputed interest charged 1,565 - - - 1,565
Coupon interest payable (727) - - - (727)
Change in fair value - - (54) 3,089 3,035
Exchange realignment 1,089 - (16) 164 1,237
At 31 December 2015 19,346 4,067 (253) 3,434 26,594

The deferred taxation recognised in the consolidated statement of financial position and the movements
during the year are as follows:

Convertible
bonds
RMB’000

Deferred tax liabilities arising from:
At 31 December 2014 and 1 January 2015 -
Recognised directly in equity 164
Derecognition upon Modification of convertible bonds (129)
Recognised upon Modification of convertible bonds 153
Credited to profit or loss (Note 13) (138)
Exchange realignment 5
At 31 December 2015 55

At the end of the reporting period, the Group has no unused tax losses (2014: Nil) available for offset
against future profits. No deferred tax asset has been recognised due to the unpredictability of future profit
streams, as it is not probable that taxable profits will be available against which the cumulative tax losses
can be utilised.

Annual Report 2015

81



31 December 2015

2015 2014
RMB’000 RMB’000
Assets
Term extension derivative embedded in Promissory Note (Note 24) 5,543 -
Redemption option derivative embedded in Convertible Bonds (Note 25) 253 -
5,796 -
Liability
Term extension derivative embedded in Convertible Bonds (Note 25) 3,434 -

Redemption option derivative

Pursuant to the agreement in relation to issuance of the Convertible Bonds, redemption options are held
by the Company. The Company may at any time from the date of issue of the Convertible Bonds up to
the date immediately before the maturity date of the Convertible Bonds redeem the Convertible Bonds at
amounts as described in Note 25.

Term extension derivative

Pursuant to the agreement in relation to issue of Convertible Bonds and Promissory Note, the Company
may extend its Convertible Bonds and Promissory Note (in whole or in part) for further one year from last
day of the term or if applicable extend for a further one year, if (i) the Company’s earnings before income
tax, depreciation and amortisation for the financial year from the date of issue of the Convertible Bonds
and Promissory Note is not less than RMB52,000,000; and (ii) the consolidated net asset value of the Group
is not less than RMB220,000,000. The holder of Convertible Bonds and Promissory Note may only make up
to two extensions and the aggregate extended term for the above extensions shall not exceed two years.

The derivative financial instruments are initial measured at fair value with changes in fair value recognised

in profit or loss. For details of the movement and key inputs used for calculation of derivative financial
instruments, please refer to Notes 5, 24 and 25.

(@) Share capital

Number
of shares Share capital
‘000 HK$'000
Authorised:
Ordinary shares of HK$0.01 each 8,000,000 80,000
Number of
shares Share capital
‘000 HK$'000 RMB’'000
Issued and fully paid:
At 1 January 2014 - - -
Issue of shares (Note)
— Capitalisation issue 600,000 6,000 4,715
— Share offer 200,000 2,000 1,572
At 31 December 2014, 1 January 2015 and
31 December 2015 800,000 8,000 6,287
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(a)

(b)

Share capital (continued)

At 1 January 2014, share capital represents the issued share capital of the Company of HK$1 divided
into 100 shares of HK$0.01 each.

Note:

Upon the completion of the public offering and placing of the Company’s shares on 13 January 2014, the Company
capitalised an amount of HK$5,999,999 standing to the credit of the share premium account of the Company by applying
such sum in paying up in full at par of 599,999,900 shares, each of which to be allotted and issued to the shareholder
of the Company appearing on the register of members of the Company on 13 December 2013 in proportion to their
respective shareholdings.

On 13 January 2014, the shares of the Company became listed on the Main Board of the Stock Exchange, pursuant to
which 200,000,000 ordinary shares of HK$0.01 each were issued at a price of HK$0.51 per share by the Company.

The aggregate net proceeds received by the Company from the global offering amounted to approximately HK$73.1
million (equivalent to approximately RMB57.7 million) after deducting underwriting commissions and all related expenses.
The Company was intended to use the net proceeds for (i) setting up new production lines; (ii) enhancing the research
and development capabilities; (iii) construction of new production block; and (iv) general working capital.

Reserves

The amounts of the Group’s reserves and the movements therein for the current year and prior year
are presented in the consolidated statements of changes in equity.

i)  Statutory reserve

In accordance with the relevant laws and regulations of the PRC, the subsidiary established in
the PRC are required to provide for PRC statutory reserve, by way of transfer 10% of the profit
after taxation to the statutory reserve until such reserve reaches 50% of the registered capital of
the PRC Subsidiary. Subject to the certain restrictions set out in the Company Law of the PRC,
part of the statutory reserve may converted to increase paid-up capital/issued capital of the PRC
subsidiary, provided that the remaining balance after capitalisation is not less than 25% of the
registered capital. The statutory reserve of the PRC subsidiary was RMB29,142,000 as at 31
December 2015 (2014: RMB20,105,000).

ii)  Exchange reserve
Exchange reserve comprise all foreign exchange difference arising from the translation of the
financial statements of operations that have functional currency other than RMB which are
dealt with in accordance with the accounting policies as set out in Note 3.

iii) Other reserve
Other reserve represented the difference between the Group’s shares of nominal value of the
paid-up capital of the subsidiary acquired over the Group’s cost of acquisition of the subsidiary
under common control upon Reorganisation.

iv) Share option reserve
The share option reserve relates to share options granted to Directors and employees under the

Company’s share option scheme. Items included in share option reserve will not be reclassified
subsequently to profit or loss.
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(c)

Statement of changes in equity of the Company

At 1 January 2014

Loss for the year
Other comprehensive income
for the year

Total comprehensive loss for
the year

Equity-settled share option
expenses

Issue of shares
— Capitalisation issue
— Share offer

Expenses incurred in
connection with
the issue of shares

At 31 December 2014 and
1 January 2015

Loss for the year
Other comprehensive income
for the year

Total comprehensive loss for
the year

Equity-settled share option
expenses

Issue of convertible bonds

Recognition of deferred
taxation directly from equity

Derecognition upon
modification of
convertible bonds

Recognition upon modification
of convertible bonds

At 31 December 2015

Share

premium
RMB'000

(4,715)
78,580

(9,277)

64,588

64,588
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Share Convertible

option
reserve
RMB'000

4,274

4,274

15,931

20,205

bonds
reserve
RMB'000

Exchange Accumulated

reserve
RMB’000

36

497

497

533

3,339

3,339

3,872

losses
RMB’000

(2,846)

(15,740)

(15,740)

(18,586)

(19,591)

(19,591)

751

(37,426)

Total
RMB'000

(2,810)

(15,740)

497

(15,243)

4,274
(4,715)
78,580

(9,277)

50,809
(19,591)

3,339

(16,252)

15,931
915

(164)

4,067

55,306
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(d)

Share option scheme

The Company operates a share option scheme (“the Scheme”) for the purpose of providing incentives
and rewards to eligible participants for their contributions to the Group. Eligible participants of the
Scheme included any full-time or part-time employee of the Company or any member of the Group,
including any executive directors, non-executive directors and independent non-executive directors,
advisors, consultants of the Group. The Scheme was valid and effective on 13 January 2014 and,
unless otherwise altered or terminated, will remain in full force for a period of ten years from that
date.

The maximum number of shares in respect of which share options may be granted under the Scheme
must not exceed 10% of the share capital of the Company in issue as at the date of approval of the
Scheme (the “Scheme Mandate Limit”). Subject to the approval of shareholders in general meeting,
the Company may refresh the Scheme Mandate Limit to the extent that the total number of shares
which may be issued upon exercise of all options to be granted under the Scheme under the Scheme
Mandate Limit as refreshed must not exceed 10% of the shares in issue as at the date of such
shareholders’ approval.

In addition, the maximum number of shares in respect of which share options may be granted to any
eligible participant within any 12-month period is limited to 1% of the shares of the Company in
issue at any time. Any future grant of share options in excess of this limit is subject to shareholders’
approval in a general meeting.

The subscription price for the shares subject to options will be a price determined by the Board and
notified to each participant and shall be the highest of (i) the closing price of the shares as stated
in the Stock Exchange’s daily quotations sheet on the date of grant of the options, which must be
a trading day; (ii) the average closing price of the shares as stated in the Stock Exchange’s daily
guotations sheets for the five trading days immediately preceding the date of grant of the options;
and (iii) the nominal value of a share.

The offer of a grant of share options may be accepted within 28 days from the date of the offer with
a consideration of HK$1 being payable by the participant. An option may be exercised in accordance
with the terms of the Scheme at any time during a period to be determined and notified by our Board
to each participant provided that the period within which the option must be exercised shall not be
more than 10 years from the date of the grant of option. The exercise of an option may be subject
to the administration of our Board whose decision as to all matters arising from or in relation to the
Scheme as its interpretation or effect shall (save as otherwise provided herein) be final and binding
on all parties to the Scheme.
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(d) Share option scheme (continued)

The following table discloses movements of the Company’s share options:

Name or
category of
participant

Directors
Mr. Chen Wei Wei

Mr. Chen Wei Wei
Mr. Sun Shao Hua
Mr. Sun Shao Hua
Ms. Hu Li Yu
Ms. Hu Li Yu

Employees of
the Group

Employegs of
the Group

Employegs of
the Group

Employees of
the Group

Weighted average exercise price (HKS)

Number of share options

At
31 December
At Granted  2014and

Option 1 January during 1 January
type 2014 the year 215
2014 tranche 1 - 3450000 3,450,000
2014 tranche 2 - 3450000 3,450,000
2014 tranche 1 - 3,750,000 3,750,000
2014 tranche 2 - 3,750,000 3,750,000
2014 tranche 1 - 3300,000 3,300,000
2014 tranche 2 - 3300,000 3,300,000
2014 tranche 1 - 9,500,000 9,500,000
2014 tranche 2 - 9,500,000 9,500,000
2015 tranche 1 - - -
2015 tranche 2 - - -

- 40,000,000 40,000,000

Granted At
during 31 December
the year 215

- 3,450,000

- 3,450,000

- 3,750,000

- 3,750,000

- 3,300,000

- 3,300,000

- 9,500,000

- 9,500,000
20,000,000 20,000,000
20,000,000 20,000,000
40,000,000 80,000,000
1.09 087

Date of
grant of
share
options
(ddimmiyy)

1812114
18112114
18112114
1812114
1812114

1812114

1812114

1812114

200415

24104115

Exercise
period of
share
options
(dd/mmigy)

18112114 t0 17112117
18112115 t0 17112117
18112114 t0 17112117
18112115 t0 1711217
18112114 t0 17112117

18112115 t0 1711217

181121140 17112017

18112115 t0 17112117

24004115 t0 23/04/18

24104116 10 23/04/18

Exercise
price of
share
options
HKS

0.65
0.65
0.65
0.65
0.65

0.65

0.65

0.65

1.09

Price of
Company's
share at
grant date
of share
options
HKS

0.65
0.65
0.65
0.65
0.65

0.65

0.65

0.65

1.09

1.09

Options that were granted during the year ended 31 December 2014 have a term of three years
commencing from 18 December 2014 and shall vest and become exercisable in two equal tranches

on 18 December 2014 and 18 December 2015 respectively.

During the year ended 31 December 2015, options were granted and have a term of three years
commencing from 24 April 2015 and shall vest and become exercisable in two equal tranches on 24
April 2015 and 24 April 2016 respectively. The remaining exercisable period of 2015 tranche 1 and 2
were approximately 3 and 2 years respectively.
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(d)

Share option scheme (continued)

At 31 December 2015, the number of shares in respect of which share options had been granted
and remained outstanding under the Scheme was 80,000,000 (2014: 40,000,000), representing
approximately 10% (2014: 5%) of the shares of the Company in issue at that date.

The fair value of the share options granted during the year was approximately HK$17,632,000
(HK$0.44 each) (2014: HK$10,392,000, HK$0.26 each), of which the Group recognised a share
option expense of approximately RMB15,931,000 (2014: RMB4,274,000) during the year ended 31
December 2015.

The fair value of the share options is determined using the Black-Scholes Option Pricing Model. The
Black-Scholes Model calculates the price variation over time of financial instruments such as stocks
that can be used to determine the price of share options. The model assumes that the price of heavily
traded assets follow a geometric Brownian motion with constant drift and volatility. When applied to
price a share option, the model incorporates the constant price variation of the stock, the time value
of money, the option’s strike price and the time to the option’s expiry.

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

assumptions.

Inputs into the model

Option type 2014 tranche 1 2014 tranche 2 2015 tranche 1 2015 tranche 2
Grant date share price HK$0.65 HK$0.65 HK$1.09 HK$1.09
Exercise price HK$0.65 HK$0.65 HK$1.09 HK$1.09
Expected volatility 59.39% 59.39% 60.35% 60.35%
Time to maturity 3 years 3 years 3 years 3 years
Dividend yield 0.00% 0.00% 0.00% 0.00%
Risk-free interest rate 0.78% 0.78% 0.78% 0.78%
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2015 2014
Note RMB’000 RMB’'000
Non-current assets
Interests in subsidiaries 16,614 -
Property, plant and equipment 23 75
16,637 75
Current assets
Prepayments, deposits and other receivables 120 45
Amount due from subsidiaries 60,095 57,227
Derivative financial instruments 5,796 -
Pledged bank deposits 68,677 -
Cash and bank balances 5,621 842
140,309 58,114
Current liabilities
Accruals 4,845 1,093
Derivative financial instrument 3,434 -
Promissory note 67,673 =
Convertible bonds 19,346 -
95,298 1,093
Net current assets 45,011 57,021
Total assets less current liabilities 61,648 57,096
Non-current liability
Deferred taxation 55 -
Net assets 61,593 57,096
Capital and reserves attributable to owners
of the Company
Share capital 6,287 6,287
Reserves 28(c) 55,306 50,809
Total equity 61,593 57,096

Approved by the Board on 24 March 2016 and signed on its behalf by:

Mr. Chen Wei Wei Mr. Sun Shao Hua
Chairman Executive Director
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Particulars of the subsidiaries at 31 December 2015 are as follow:

Percentage of

Place and date Nominal value of attributable equity
of incorporation/ issued share capital interest and voting
establishment/ Iregistered capital power held by
Name of subsidiaries operation /paid-up capital the Company Principal activities
Direct Indirect
Rich Kirin Holdings Limited The BVI, Us$1 100 - Investment holding
(“Rich Kirin") 13 June 2013
Big Wealth Limited The BVI, Us$100 = 100  Investment holding
("Big Wealth") 18 November 2005
HongSheng (Jiangxi) Color The PRC, wholly-owned  Registered capital - 100  Sales of packaging
Printing Packaging Co., foreign enterprise HK$100,000,000 materials
Ltd. (“HongSheng"”) (Note (i)) 29 November 2005 Paid-up capital

HK$90,000,000

Jiangxi Hongyu New Materials The PRC, Registered capital - 100  Manufacture and
Environmental Friendly 6 May 2015 RMB60,000,000 sale of environmental
Paper Co., Ltd. Paid-up capital friendly stone paper
("Hongyu") (Note (ii)) Nil and stone-paper

based products
Notes:
(i) The registered capital of HongSheng is HK$100,000,000 in which HK$80,000,000 is being additional registered capital
during the year ended 31 December 2014. As at 31 December 2015, the Group had injected HK$90,000,000 and the
remaining of HK$10,000,000 will be injected prior to 22 July 2016.

(ii) The registered capital of Hongyu is RMB60,000,000. As at 31 December 2015, the Group had not injected any capital to
Hongyu and the remaining of RMB60,000,000 will be injected prior to 5 May 2024.

Assets with the following carrying amounts have been pledged to secure bank borrowings (Note 23) and
bills payables (Note 22) of the Group.

2015 2014

RMB’000 RMB’'000

Machinery (Note 16) 58,366 14,915
Computer and office equipment (Note 16) 1 -
Buildings (Note 16) 53,536 -
Pledged bank deposits (Note 21) 80,602 660
192,505 15,575
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Notes to the Consolidated Financial Statements

31 December 2015

32. MATERIAL RELATED PARTY TRANSACTIONS

Save as disclosed elsewhere in the consolidated financial statements, the Group had entered into the
following related party transactions, which in the opinion of the Directors of the Company, were carried
out on normal commercial terms and in the ordinary course of the Group.

Compensation of key management personnel of the Group, including director’s remuneration as detailed
in Note 11 above.

2015 2014

RMB’000 RMB’'000

Fees 281 325
Other emoluments:

Salaries, allowances and benefits in kind 7,245 3,270

Retirement benefit schemes contributions 60 40

Total 7,586 3,635

33. COMMITMENTS

Operating lease commitment
The Group as lessee

At the end of the reporting period, the Group had commitments for the future minimum lease payments
under non-cancellable operating lease which fall due as follows:

2015 2014
RMB’000 RMB’000
Within one year 220 151
In the second to fifth years inclusive 201 -
Over five years - -
421 151
Capital commitment

2015 2014
RMB’000 RMB’000

Authorised and contracted for capital contributions payable
to subsidiaries 68,375 67,913
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Other commitment

For the year ended 31 December 2011, the Group had entered into an agreement with development
entity for five years with an annual charge of RMB600,000, for (i) improving the efficiency of production
process and the productivity of machinery equipment; (ii) saving cost and resources; (iii) the development
of new products, with a special focus on the production of stone-paper packaging products and (iv) the
enhancement of ability in production technologies and techniques in satisfying a wide range of customer
requirements in a cost efficient and profitable manner.

During the year ended 31 December 2014, the Group entered into the following non-cash investing
activity which is not reflected in the consolidated statement of cash flow. The addition of property, plant
and equipment of approximately RMB9,869,000 which has been paid in previous year and accounted in
deposits paid for acquisition of equipment.

On 17 November 2015, the Company entered into a share purchase agreement with an independent third
party to acquire the entire equity interest in Cable King Limited and its subsidiaries at consideration of
HK$440,000,000. The consideration shall be satisfied by cash of HK$20,000,000, issuance of consideration
shares of approximately HK$220,000,000 and promissory note of approximately HK$200,000,000. Please
refer to the circular of the Company dated 29 February 2016 for details.

The proposed acquisition was approved by the shareholders of the Company on 15 March 2016. However,
the completion of the proposed acquisition is still subject to the satisfaction of certain conditions.

The consolidated financial statements were approved and authorised for issue by the Board of Directors on
24 March 2016.
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A summary of the results and of the assets and liabilities of the Group for the last five financial years is prepared
on the basis set out in the notes below:

Results

Revenue
Cost of sales

Gross profit

Other revenue

Other income

Selling and
distribution expenses

Administrative expenses

Change in fair value of
derivative financial
instruments

Loss on modification of
convertible bonds

Equity-settled share option
expenses

Finance costs

PROFIT BEFORE TAX
Income tax expenses

PROFIT FOR THE YEAR

Assets and Liabilities

TOTAL ASSETS
TOTAL LIABILITIES

Notes:

2015
RMB’000

615,372
(466,863)

148,509
1,886
7,902

(29,126)

(27,377)

(624)

(7,021)

(15,931)
(8,374)

69,844
(15,079)

54,765

2015
RMB’000

683,037
(332,015)

351,022

Year ended 31 December

2014 2013
RMB’000 RMB'000
491,523 383,049
(374,245) (293,443)
117,278 89,606

1,165 921

10,767 7,945
(20,280) (15,792)
(26,874) (21,764)

(4,274) =

(1,781) (1,056)
76,001 59,860
(13,879) (15,523)
62,122 44,337

As at 31 December

2014 2013
RMB’000 RMB'000
382,784 251,770
(106,615) (113,092)
276,169 138,678

2012
RMB’000

280,553
(221,291)

59,262
837
3,903

(11,704)
(11,830)

(1,080)

39,388
(5,166)

34,222

2012
RMB’000

154,027
(76,014)

78,013

2011
RMB’000

193,933
(157,446)

36,487
591
2,300

(7,743)
(8,666)

(524)

22,445
(2,852)

19,593

2011
RMB’000

108,368
(64,674)

43,694

(i) The financial information for each of the five years ended 31 December 2015 have been prepared upon the Reorganisation as if
the group structure, at the time when the Shares were listed on the Stock Exchange, had been in existence throughout the years
concerned. The results for each of the two years ended 31 December 2012, and the assets and liabilities as at 31 December 2011
and 2012 have been extracted from the Prospectus dated 27 December 2013.

(i)  The summary above does not form part of the audited financial statements.
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