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H &

EVENT

Announcement of interim results

Announcement of annual results

Despatch of annual report to
shareholders

Closure of register of members for
ascertaining shareholders’ right to
attend and vote at annual general
meeting

Annual general meeting

Closure of register of members
for ascertaining shareholders’
entitlement to the proposed final
dividend

Final dividend at HK10.9 cents per
share payable

DATE
28 August 2015
24 March 2016

28 April 2016

30 May 2016 to 3 June 2016
(both days inclusive)

3 June 2016
10 June 2016

on or before 30 July 2016
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CHAIRMAN'S STATEMENT
FRE

TAKING INITIATIVES TO CHANGE IN AN ERA OF CHALLENGES

Seizing Opportunities of Expansion, Extension of Self-owned Casual Dining To Various Cities

MEHE ER B - BRI BEERETRMT
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CHAIRMAN'S STATEMENT
ENN 34

On behalf of the board, | would like to present the annual report of the
Group for the year ended 31 December 2015.

In recent years, the catering industry has indeed been changing in
a more evident and quicker manner, when compared to the past.
Policy changes from the Chinese Government have been one of
the reasons behind the shift of consumption pattern. It caused the
market to replace its traditional dinner-oriented model with a more
diversified one, with more enterprises tapping into multiple segments
of the catering industry. Moreover, growing popularity of casual dining
has brought substantial impact and challenges to the industry as
well. The catering industry has witnessed escalating competition as
it undergoes structural transformation in such a short period of time.
Moreover, emergence of e-commerce is going to mark a new stage
for the catering industry.

In times of revolution for the catering industry, the Group embraces
both the challenges and opportunities by adhering to its principles
since establishment. We are always committed to enhancing internal
management and efficiency and keeping abreast of the market
demand to adjust our strategies accordingly. As a result, we are well-
positioned to achieve sustainable development at any time. Despite
a market more competitive than ever, we remained optimistic and
actively established outlets in different cities amid relatively moderate
rental pressure in 2015. During the year, the Group set up five
Chinese restaurants and two casual dining restaurants in four cities,
namely Beijing, Chengdu, Shanghai and Hong Kong. Due to our solid
foundation and a consistently prudent business operation, the Group
was able to weather the storm to post a 10% increase in revenue in
2015.

Emergence of e-commerce provides us with a good platform for
market expansion. According to the data from the National Bureau
of Statistics, online retail sales have been growing at a double-digit
percentage for two years, confirming that the Group was spot on with
its strategy to establish electronic retailing and e-payment to cater
for the market. Thus, we will continue to actively work with various
system developers to develop online marketing channel suitable for
the Group. Such move aims to facilitate promotion and expansion of
customer base and income streams, as well as to set up in advance
useful platforms and efficient promotion and sales channels to
position us for any new direction of development in the future.
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CHAIRMAN'S STATEMENT
ENN X8

The Group always endeavour to control costs and has insisted on
centralised procurement strategy for many years. The scope of
centralised procurement has been gradually expanding to include
‘work-in-progress’ products in an attempt to boost outlet efficiency.
We are delighted that percentage of cost expensed to revenue for
the year further decreased, while other costs remained stable at a
reasonable level under the efforts of the management team.

For the Chinese restaurant business, the principal activity of the
Group, we remained committed to the optimisation of internal
management and cost control and our marketing objective for the
year was to strengthen the brand’s market position. While the revenue
growth of outlets established in past two years was satisfactory, new
restaurants set up in the second half of the year also posted solid
results.

We regard casual dining business as a key segment for the Group’s
future development and regularly review the development condition
of the business in a prudent manner. In respect of Pepper Lunch and
PappaRich, we decisively discontinued or adjusted the business of
outlets with subpar revenue contribution after careful assessment
in the year. Resources were concentrated on managing existing
restaurants to boost revenue, thereby improving the performance of
the operation of both brands for the year. The Group reckons that
PappaRich possesses the distinctive attributes to be a competitive
brand in China’s catering industry. PappaRich Group Sdb Bhd,
our partner and the brand creator, has become more active in the
operation and business development of PappaRich in China, aiming
to portray a more distinct image for PappaRich in China and enhance
its market recognition. In view of this, PappaRich Group Sdb Bhd
increased its proportion of equity investment in the year and we
believe such move allows for more effective business development of
PappaRich.

ANNUAL REPORT 2015 —ZF — A4 Fif

sE— EWﬁT%F$¥ﬁ$ B % F R
RRRERE  BFEATRRERLE - BE
Eﬁﬂﬂ)\ﬁfﬁk §%?Fbk%z?+FﬂE§xk/\ ° HAPIRER
RAFEENEHRRAME WS B D ST —
FTEMKR  EEERATEEEBEKS
N T HRBERENREKF

FRERKEREBENTIEXRT  RAKTHZ
AEH) A ERE IR AR A ZE - REMEE
EEMEENSNBLESTSERRER K

BRFERTE  BEMFRARNDERAER
SARE  AFEETHFRR mﬁETET@
HIRIR ©

KEEEBIEASEBERREREROMRE - &,
PR RZENY  THREEBERMNKR - ¥
R EEREESESER  HIINSFLAE
B - RETH BRI EEPEBRASE
WEY  ETREREERAMENRR K
MEEBIREFNESBERS - £SERES
EENBRFERECTRERTEFEERS
F7 - MetEAtERmERE| A#PappaRich
Group Sdb Bhd#i& 5 1%k ith 22 B & & &S 11 Bl
EEREBEE  BERSEETAMHNER
EREHABEN  RE—ITSREMEGRZE ¥
PappaRich Group Sdb Bhd A4 Ry i £ f% i 15
Bl BMEEEHTeEESEXBEAER
R FE R o



CHAIRMAN'S STATEMENT
ERHE

“Social Place”, a self-developed brand established in Hong Kong in
2014, achieved outstanding performance and assured the Group
of its development. Thus, the Group introduced the brand to China
at the end of the year and set up an outlet in Chengdu, the first of
its kind in China, while the second outlet in China was established
in Shenzhen at the beginning of 2016. The performance of both
restaurants was encouraging to the Group. The success of the
Group’s self-developed brands in casual dining was a testament of
its strategy to capture market demand, with “Canton Tea Room”,
another brand brought to Shanghai during the year, being solid
evidence for the Group’s competency. The results of “Canton
Tea Room” injected confidence into the Group about its future
development.

Quality sustainable development, to which the Group attaches great
importance, is a pursuit for all enterprise. Through the years, we
have paid close attention to talent nurturing, enhancement of internal
management system and concerns of various stakeholders. In 2016,
other than boosting profit growth with its advantages in business
operation, we also include planning for long-term sustainable
corporate development as a primary target to be achieved, with
a view to protecting stakeholders’ interests and generating better
returns for shareholders. During the financial year, after careful
consideration and based on the satisfactory results and solid financial
position, the board proposes a payment of final dividend of HK10.9
cents, representing a dividend pay-out of 80%.

APPRECIATION

On behalf of the Board, | would like to express my sincere gratitude
and appreciation to the management and staff for their dedication
during the year. | would also like to thank the Group’s shareholders,
customers, suppliers, business partners and government authorities
for their continued trust and support over the years.

YIP Shu Ming
Chairman

Hong Kong
24 March 2016
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MANAGEMENT DISCUSSION AND ANALYSIS
o P i B 20 A

INDUSTRY REVIEW

Despite a global economic environment with substantial elements of
uncertainty, China’s economy managed to maintain a relatively stable
growth rate in 2015, gross domestic products registered a 6.9%
increase compared to 2014, with a 10% increase also recorded by
total retail sales of consumer goods. Meanwhile, the catering industry
has emerged from the disruptive and chaotic period in the past few
years and began to see some stability. According to the National
Bureau of Statistics of China, the catering sector achieved 11.7%
growth compared to 2014.

Catering business is universally characterized by vigorous and intense
market competition, while consumers are generally more price-
sensitive compared to some other segments in the consumer market.
Cost control is therefore one of the key components for catering
operators to manage their businesses. During the past year, we saw
purchase cost for food ingredients kept on rising, with particular sharp
increase in those of grain, pork and vegetables. The problem of rising
labour cost had been well publicized and the problem was not only
reserved for catering industry but it was rather a common challenge
for the whole economy. Also, as many industries and sectors had
been struggling under the economic downturn in recent years, we
also saw a shift in people’s dining preference. In particular, catering
format based on internet business concept has posted a serious
challenge to traditional catering operators. Consequently, the issue
of how to expand turnover and achieve higher profit on restricted
budget has been the key topic for the catering industry in 2015. Many
players in the catering industry have made their attempts to diversify
into other forms of business on top of their principal operation mode
in order to maintain their competency and stay competitive in the
market.
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It is both an undisputable premise and a long-standing challenge
for catering business that they need to make adjustments in their
business strategy and adapt quickly to the changing demand and
consumption patterns of consumers. Based on the data from the
National Bureau of Statistics, online sales in China grew 33% from
last year, demonstrating that Chinese consumers was becoming
more receptive and their spending pattern was trending towards
the electronic means of consumption. There should be tremendous
opportunity in the development of consumer e-commerce.

BUSINESS REVIEW

Operating under an economic environment with low stability and
visibility during the past two years, the Group had made effort to
enhance its internal management capability and efficiency. Market
strategy had been under constant review and revision with a view to
formulate a viable business model for future development. The rental
market price had stabilized in 2015, prompting the Group to take the
opportunity to open a number of new restaurants in Shanghai, Beijing
and Hong Kong, cities where the Group already had strong presence,
and also expand its network into a new city, Chengdu. All together,
the Group has newly opened 5 Chinese restaurants and 2 casual
dining restaurants in those 4 cities.
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MANAGEMENT DISCUSSION AND ANALYSIS
o P i B 20 A

Extra revenue stream from gift products

The Group made investment in new restaurants based on its
knowledge and understanding to the catering industry and its strategy
of equipping itself from time to time for opportunities that may
emerge. Much emphasis has also been placed on achieving greater
turnover at individual restaurant. As for its take-away product range,
in addition to seasonal product offerings, the Group also successfully
launched a brand new gift product line in 2015 after undergoing
some relevant research and development on such products. The new
gift products had been well received by customers with its refreshing
design and unique taste and sales had been satisfactory so far. Other
than their contribution to increased turnover, the gift products could
also serve the purpose of promoting the Group and expanding its
customer base through the process of presenting the Group’s gift
products to their friends and relatives by our customers. The Group
believes that satisfactory revenue could be attained by ongoing
promotion, product optimization and research and development of
new products.

Meeting market demand with e-commerce initiative

The Group recognized the changing consumption pattern in market
and had already begun preparation work on possible collaboration
with online retail platforms last year. In addition to group purchase
promotion campaigns in correspondence to festivals or new
product launches, one of the Group’s primary efforts in 2015 had
been on advocating various e-sales and e-payment platforms such
as “WeChat Ordering and Payment”, “Alipay” and “Dianping.com
Instant Meal Discounts”. These platforms had been made available
in most restaurants of the Group in Eastern and Northern China.
Implementation of this measure was not only in response to market
trend, but also in the hope of reaching a wider spectrum of customers
with the help of Internet and achieve good promotional effect.
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MANAGEMENT DISCUSSION AND ANALYSIS

Service enhancement via online rating and comments

In addition to implementing suitable market promotion strategy,
the Group also strived to raise its service standard so that its long-
standing reputation of high quality service could be maintained and
even further consolidated and enhanced. With the popular usage of
online rating amongst consumers and the good credibility attributed
to such ratings and comments, the Group considered they are
important indicators to restaurant service standard; it had introduced
a “Customer Satisfaction Appraisal System” and set up regional
WeChat groups to follow up service quality issues and improve
service standard. More effective customer relationship management
and better service enhancement could be achieved as a result. Within
a few months time, customer ratings and favourable comments
on food and services of the Group’s restaurants had driven up
significantly, with Chinese restaurants in each of the Group’s
geographical segments in China having successfully claimed “5-star
rating”.

Cost control and efficiency enhancement

Food safety issue had become a primary public concern in China. It
proved that the Group was right with its early move to restructure and
streamline sourcing process, to engage in bulk purchases in ensuring
safety of food ingredient sources. The strategy was also closely
related to cost control for food, where bulk purchases had been
the Group’s long-term effective business strategy. As always, it had
been adding various products for making bulk purchases, thereby
successfully locking up the sources, supply volume and prices of raw
materials. On the other hand, research and development of ‘work-
in-progress’ products was the focus of 2015 in our plan concerning
efficiency enhancement. Adopting the procedure of primary
processing of food ingredients through food production plant, it was
believed that the production efficiency and thus the overall operation
effectiveness in our restaurants could be improved. The practice
was also applied for the preparation of the development of its casual
dining operation, aiming to reduce production time and ensure
standardized and consistent product quality. The newly opened
“Canton Tea Room” brand restaurant in Shanghai in 2015 was an
example to showcase the benefits for such practice. The restaurant
had been attracting a great number of customers soon after its
opening. The ‘work in progress’ dim sum used in the restaurant’s
production not only enabled the final products to preserve the taste
of freshness in the food, but also helped speed up the delivery time.
With the above measures on cost control and efficiency upgrade, the
Group’s overall gross profit margin in 2015 increased 0.7% year-on-
year.
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MANAGEMENT DISCUSSION AND ANALYSIS
B B i S o A

Chinese restaurant business

As at 31 December 2015, the Group was operating 32 Chinese
restaurants. With its strategy focus on discretion and progressive
expansion, the Group managed to achieve reasonable results in its
Chinese restaurant business in an increasingly competitive market.
We are pleased to report that all 3 restaurants which we had invested
recently in 2014 were generating good return, with average monthly
turnover grew more than 30% compared to last year. Operating
performance of the 5 newly opened restaurants in the second half of
2015, situated in Beijing, Chengdu, Shanghai and Hong Kong were
also satisfactory and in line with our plan.

As at 31 December 2015, revenue from the Chinese restaurant
business of the Group amounted to RMB972 million, representing
an increase of 10.0% compared to RMB884 million in 2014, with
restaurants newly opened in the past 2 years contributed a total
of RMB88 million in turnover for 2015. In terms of the 3 major
geographical segments, turnover of both Northern and Eastern China
segments met their expectation and achieved stable development
during the year, while Southern China segment also registered an
increase in turnover, chiefly attributable to a remarkable year-on-
year growth of more than 40% from the Shenzhen flagship wedding
banquet restaurant since opening last year.

Casual dining

The Group’s “Social Place” restaurant brand had performed well
since its establishment in Hong Kong in 2014. Its average monthly
sales increased more than 50% compared to last year. With its
fashionable and stylish image, unique appearance with innovative
blending of its Chinese cuisine, and promotion campaigns in line with
its brand image, the restaurant had been bringing to customers many
pleasant surprises and kept them coming. The success of the Hong
Kong restaurant had instilled confidence to the Group on developing
its own casual dining brand in Mainland China. As a result, an original
“Canton Tea Room” brand restaurant (Shanghai) and the first “Social
Place” restaurant in Mainland (Chengdu) were opened in the second
half of 2015. We are working fervently to prepare more new openings
for these 2 brands in a number of cities in 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group had reviewed and re-evaluated the operational conditions
of all PappaRich restaurants and concluded that some of the
restaurants in Shanghai would be more suitable for running Chinese
casual dining in view of their market characteristics. Therefore, one
of the PappaRich restaurants had been revamped into a new brand
“Canton Tea Room” restaurant in August 2015. The new restaurant
achieved an average daily customer turnover of 800 persons soon
after opening and long queue could easily be seen outside the
restaurant. Taken into consideration of the unique quality of the
Malaysian catering, the Group had been hoping that the brand owner
of PappaRich would have increased involvement of the brand’s
development in China so that its brand value and popularity could be
further enhanced. Following discussion and negotiation with its joint
venture partner PappaRich Group Sdb Bhd, it was agreed that the
joint venture partner would increase its stake in the equity investment
and would also play a more active role in decision-making process
in daily operation. In Taiwan, PappaRich opened its first restaurant
there in May 2015 through a joint venture. With good initial market
response, a second restaurant soon followed in October in the same
year and its operating performance had also been satisfactory. On its
co-operation partnership with Beppu Group Limited formed in 2014,
PappaRich had been working hard in 2015 in preparing for extending
its market presence and the Group is pleased to note that its first
restaurant in Hong Kong was opened in January 2016.

The Group had reviewed the overall operating conditions of Pepper
Lunch and thereafter closed down some outlets with below par
operating results, so that more resources could be re-allocated
towards those outlets which had been performing well. This is
aimed to enhance the effectiveness of Pepper Lunch operation’s
contribution to the Group. As at 31 December 2015, there were 20
Pepper Lunch restaurants.

Corporate social responsibility and sustainable
development

Apart from business viability, a sustainable corporate growth is always
the Group’s vision, such pursuit is achieved by reliable products and
services quality, passionate and effective working atmosphere and
balanced stakeholders’ needs considerations.
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MANAGEMENT DISCUSSION AND ANALYSIS
B B i S o A

To actualize the above goals thoroughly and systematically, and to be
well geared for the amended Environmental, Social and Governance
Reporting Guide set out in Appendix 27 to the Listing Rules, a
designated working committee (Corporate Sustainability Committee)
was formed in 2015 to plan, advocate and execute relevant initiatives,
including but not limited to a) strengthening the restaurant monitoring
mechanism, b) enhancing the staff training program and ¢) quantifying
the operating impact to the environment.

In early 2016, three workshops were arranged in Beijing, Shanghai
and Shenzhen respectively, reaching over 100 frontline management
staff to enhance their awareness of our activities’ impact to the
environment. This lay a solid foundation for the Group’s sustainability
development.

People-oriented

Since its establishment, the Group always puts an emphasis on
talent nurturing as an indispensable and integral part of sustainable
corporate development. Over the years, many resources have
been allocated to develop staff personal capability and mentality
nourishment of staff members. Not only to boost their work efficiency,
but more importantly, it establishes and spreads the culture of
appreciation among staff members so that they are more considerate
to each other. A more advanced goal of the initiative is that staff
members may contribute to the society and shoulder the same
responsibility as the Group. In prior years, various programmes
and activities were organised on different themes, including 5S
management, volunteer teams and the operating philosophy of Kazuo
Inamori and recent additions include Di Zi Gui and Liao-Fan’s Four
Lessons, which enable the mental enrichment of staff members away
from work. In 2015, the Group organised the 3rd session of “Blessing
and Wisdom Youth Camp”( f&2 /0 4F4% ) in Beijing, Shanghai and
Shenzhen. The initiative was widely praised and appreciated by its
employees and their families as it showed the Group’s care towards
its staff and development of their children. Another positive effect
resulted from it was that stronger sense of belonging amongst
employees had helped diminishing its staff turnover and reduced cost
on recruitment and staff training.
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MANAGEMENT DISCUSSION AND ANALYSIS

Outlook and Prospect

In 2015, the Group expanded its presence and enhanced the
brand awareness across many regions by multiple approaches in
accordance with its plan. Five Chinese restaurants and two casual
dining restaurants in total will be set up in Shanghai, Beijing, Chengdu
and Hong Kong. Given the fruitful results from its self-owned brands
“Social Place” and “Canton Tea Room”, the operational model of
such restaurants proved to be a market hit, which is characterised by
smaller investments, simpler staff structure and high yield. Confident
about further investments in such field, the Group has launched the
second outlet of “Social Place” in Shenzhen in January 2016 and is
actively arranging for upcoming restaurants in other cities. Meanwhile,
the Group is planning for the network expansion of “Canton Tea
Room”, which is expected to set up more branches in mid-2016. It
is a part of the Group’s strategy to strengthen self-owned brands
as well as to continue to pursue cooperation with good partners to
develop its business in multiple channels, with a view to maximising
returns for shareholders.

The Group reckons there is a substantial demand for seasonal
product, take-away product and gift from its Chinese restaurant
business. It also intends to increase semi-products to boost outlet
efficiency as well as to facilitate the development of casual dining.
To complement such goals, the Group will review and update or
upgrade, as appropriate, its cashier system and supply chain for a
more efficient growth in the long run.

In respect of the significant prospects from the enormous e-commerce
market, the Group is of the opinion that active understanding
of demands to generate sales is superior to passive adaptation
of prevailing trends. Thus, it is vigorously working with system
developers on a unique and effective means of online marketing, and
to press ahead the food circulation plan, utilizing the strong resources
made available by its extensive restaurant network to pursue an
integrated marketing practice bringing together online promotion and
offline experience. In 2016, the Group will continue its effort in further
promoting the application of mobile Internet that should be helpful in
connecting with young customers who love exciting new things and
to suite their spending habit, which will hopefully introduce a larger
income and profit stream to the Group.

In 2016, the sustainable corporate development committee of the
Group will perform every function contemplated in 2015 and comply
with the requirements of the Listing Rules in respect of disclosures on
environmental, social and governance responsibility.
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MANAGEMENT DISCUSSION AND ANALYSIS
o B e e 20 A

FINANCIAL REVIEW
Revenue and operating expenses

The Group’s revenue for FY2015 increased by RMB99.1 million, or
10.0%, from RMB989.0 million for FY2014 to RMB1,088.1 million. In
view of the relatively positive prospect of the market, the group has
taken the chance to expand in both 2014 and 2015.

As to our Chinese restaurant business, the stores opened in 2014
contributed to an increase in revenue of RMB62.0 million from their
full operation in 2015, whereas the addition of the 5 new restaurants
opened in the second half of 2015 also contributed an aggregate
additional revenue of RMB25.6 million. We have seen continuous
outperformance of the wedding banquet themed flagship restaurant
in Shenzhen, showing a year-on-year growth of over 40% since
launched in January 2014, continued to be the drive of our revenue
growth by 14.0% in the Southern China region. Eastern China region
continued to be our focus of expansion, where 2 stores opened in
2014 with full operation in 2015 together with another 2 new stores
opened in September and November in 2015, added another 11.4%
over 2014’s revenue base. Northern China also recorded a revenue
growth of 3.7%, where we noted stabilised performance in most of
the stores in this region which we experienced an overall decline in
the past year as a result of shrinkage of customer spending.

Pepper Lunch recorded a 1.1% revenue growth during 2015, mainly
due to the revenue increase of the stores attained operational
efficiency, offset by the closure of certain inefficient stores in both
2014 and 2015. As a result of change of management duties,
PappaRich is structured as a joint venture in 2015 and the revenue
is no longer adding up to our revenue line. With experience over the
years, the group’s strategy on casual dining business has modified
to utilise our strength, as well as to fit in the market. Our self-
developed concept, Social Place newly developed in last year in
Hong Kong under this strategy, is widely accepted and continuously
recorded an average monthly growth of over 50% after one full year
operation. Another store opened in Chengdu in 2015 is a result of
the confidence from its success, with a satisfactory result since it
opened in December. The favorable performance of Social Place also
encouraged us to develop another dim sum specialised concept,
Canton Tea Room, which was launched in Shanghai in August.
These casual dining concepts (including the exclusion of PappaRich
business in 2015) brought us an increase of revenue of RMB11.0
million during the year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Cost of inventories consumed and staff cost accounted for a
significant part of our operating expense. We are pleased to note
a continuing improvement in cost of inventories consumed during
the year, reflecting a decrease of 0.7% to 40.0% as a percentage of
revenue, as a result of our continuous effort in expansion of central
procurement and the enhancement in the use of supply chain
system. Staff cost (excluding equity-settled share option/share award
plan expense) as a percentage of revenue increased by 1.5% to
27.4% due to the increase of wage level and training of staffs prior
to the opening of new stores. Other operating expenses including
depreciation of items of property, plant and equipment, utilities and
consumables, rental and related expenses, and other expenses all
remained stable as a percentage of revenue. As a result of change
of the investments structures and management duties of PappaRich
business, a share of losses of joint ventures is recognised.

As at 31 December 2015, the Group is operating 56 restaurants
and 6 restaurants under joint venture. The table below illustrates the
number of restaurants by major brands, together with the average
spending per customer and percentage of revenue to the Group:

No. of restaurants
as at 31 December

O B v i e A T

ERREFERARE TRAMERMEERLIH
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WEBAPLEHEFHREEE AR BEER
MITEFEBLREEEREES @ HER—ES
HEEEEBE -

RZE—RAF+-_A=+—H  ~EBEKL56
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Average spending
per customer
as at 31 December

Percentage of revenue
contributed to the Group
as at 31 December

BE#E REAGHE EREEKEA D
Brand Y R+=A=+—H R+=A=+—8 R+=A=+—H
2015 2014 2015 2014 2015 2014
—g-Hf —2T-NF —¥-EF —T-NF —¥-HF —T-NF
RMB RMB
ARH AR
Tang Palace* Ea* 26 22 138.6 137.2 76.1% 75.5%
Tang’s Cuisine EEE5R 6 5 294.8 294.8 12.7% 13.2%
Social Place EE /N 2 1 161.2 139.3 2.2% 0.4%
Canton Tea Room EE42 1 - 79.8 - 0.9% -
Pepper Lunch BHIE & 20 24 45.4 42.7 7.5% 8.1%
* including Tang Palace Seafood Restaurant, Tang Palace, Excellent Tang = BIIEEEGERY T B EE R EEE

Palace and Tang Palace Restaurant
Income tax expense
Income tax expense for the year increased by RMB1.1 million with

effective tax rate of 24.8%, represent an efficient management of the
Group’s tax exposure which is below the standard tax rate.
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MANAGEMENT DISCUSSION AND ANALYSIS
B B i S o A

Profit attributable to owners of the Company for the year

The Group’s profit attributable to owners of the Company decreased
by RMB4.6 million from RMB53.2 million to RMB48.6 million. The net
profit margin for the year decreased from 5.4% to 4.5%. Excluding
equity-settled share option/share award plan expense of RMB4.7
million which is non-recurring in nature, the Group’s profit attributable
to owners of the Company is RMB53.3 million which has a slight
increase against the prior year.

Cash flow

Cash and cash equivalents increased by RMB24.5 million from
RMB273.4 million as at 31 December 2014 to RMB297.9 million as
at 31 December 2015.

Net cash of RMB130.3 million was generated from operating
activities for FY2015. Net cash used in investing activities amounted
to RMB114.6 million for FY2015, of which RMB64.0 million related
to the purchase of items of property, plant and equipment and
RMB43.0 million related to a pledged time deposit. Net cash from
financing activities amounted to RMB10.0 million, including dividend
paid amounting to RMB32.0 million, offset by a new bank borrowing
of RMB42.0 million.

Liquidity and Financial Resources

The Group’s funding and treasury activities are managed and
controlled by senior management. The Group maintained cash and
cash equivalents and time deposits, in aggregate, of RMB402.8
million as at 31 December 2015 (31 December 2014: RMB323.9
million). As at 31 December 2015, the Group’s total assets, net
current assets and net assets were RMB699.4 million (31 December
2014: RMB597.7 million), RMB202.9 million (31 December 2014:
RMB191.3 million) and RMB421.7 million (31 December 2014:
RMB403.3 million), respectively.

As at 31 December 2015, the Group had bank borrowings of
RMB65.3 million (31 December 2014: RMB22.2 million). The gearing
ratio (calculated as bank borrowings divided by total equity) was
15.5% as at 31 December 2015 (31 December 2014: 5.5%).
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 December 2015, the current ratio (calculated as current
assets divided by current liabilities) was 1.7 (31 December 2014: 2.0).

The directors are of the opinion that the Group has sufficient working
capital for the Group’s operations and expansion in the near future.

Foreign Currency Exposure

The business operations of the Group’s subsidiaries were conducted
mainly in the PRC with revenues and expenses of the Group’s
subsidiaries denominated mainly in RMB. The Group’s cash and bank
deposits were mainly denominated in RMB, with some denominated
in Hong Kong Dollars. Any significant exchange rate fluctuations of
Hong Kong Dollars against RMB as the functional currency may have
a financial impact to the Group.

As at 31 December 2015, the directors considered the Group’s
foreign exchange risk to be insignificant. During the year, the Group
did not use any financial instruments for hedging purposes.

OTHER INFORMATION
Number and Remuneration of Employees

As at 31 December 2015, the Group had around 4,600 employees
in Hong Kong, Macau and the PRC. The Group recognises the
importance of human resources to its success, therefore qualified and
experienced personnel are recruited for expansion of new restaurants.
Remuneration is maintained at competitive levels with discretionary
bonuses payable on a merit basis and in line with industrial practice.
Other staff benefits provided by the Group include mandatory
provident fund, insurance schemes, share options, share awards and
performance related bonus.

Capital Commitment

The Group’s capital commitment was approximately RMB3.3 million
and RMB2.8 million as at 31 December 2015 and 31 December
2014, respectively.

Charge on Group’s Assets

As at 31 December 2015, the Group had pledged time deposits
of RMB68.0 million (31 December 2014: RMB25.0 million) for

banking facilities amounting to RMB65.3 million (31 December 2014:
RMB22.2 million).
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MANAGEMENT DISCUSSION AND ANALYSIS
B B i S o A

Contingent Liabilities

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

Material Acquisitions and Disposal of Subsidiaries and
Associated Companies

During the year, there was no material acquisition or disposal of
subsidiaries or associated companies of the Company.

Purchase, Sale or Redemption of Listed Securities of the
Company

During the year, the trustee of the Share Award Plan pursuant to
the terms of the trust deed of the Share Award Plan, purchased on
the Stock Exchange a total of 1,232,000 shares of the Company
at a total consideration of approximately RMB1,752,000. Save as
disclosed above, neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s listed securities.
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BIOGRAPHIES OF DIRECTORS AND

SENIOR MANAGEMENT
b AR YN=Y)

DIRECTORS
Executive Directors

Mr. YIP Shu Ming, aged 60, is one of the founders of our Group
and joined our Group in July 1992. Mr. Yip, also the chairman of the
Group, has been appointed as an executive director of the Company
since 25 March 2011. He is responsible for our Group’s overall
corporate operations, planning and business development. Mr. Yip is
also a director of certain subsidiaries of our Group. Mr. Yip has rich
experience in restaurant business. He worked as general manager at
Fortune City Restaurant, which operated in Hong Kong, from 1986 to
1995. Mr. Yip is a honorary founding president of Shenzhen Overseas
Chinese International Association. Mr. Yip is a honorary president
of The Hong Kong Federation of Restaurants & Related Trades
Limited. He is a part-time consultant of the China Hotel Management
Company Limited and a permanent honorary committee member of
The Chinese General Chamber of Commerce. Apart from his interest
in our Group, Mr. Yip is also one of the direct or indirect owners
of Meco Group and Dongguan Well Excellent, two entities held by
him for property investment and property leasing businesses and
the lessors under various tenancy agreements as disclosed under
the section headed “Directors’ Report — Continuing Connected
Transactions” in this annual report.

Mr. CHAN Man Wai, aged 61, is one of the founders of our Group
and has been with our Group since its establishment in July 1992.
Mr. Chan, also the vice chairman of the Group, has been appointed
as an executive director of the Company since 11 March 2010. He is
responsible for our Group’s overall corporate strategic development.
Mr. Chan is also a director of certain subsidiaries of the Group. He
has rich experience in restaurant business. Prior to the establishment
of Meco Petrochemical Limited in 1992, he co-owned and operated
with others the restaurants Fortune Flower Grill and Lounge and
Fortune City Restaurant in Hong Kong between 1983 and 1996.
Apart from his interest in the Group, Mr. Chan is also one of the direct
or indirect owners of Meco Group and Dongguan Well Excellent,
two entities held by him for property investment and property leasing
businesses and the lessors under the CCT Tenancy Agreements as
disclosed under the section headed “Directors’ Report — Continuing
Connected Transactions” in this annual report.
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Mr. KU Hok Chiu, aged 70, is one of the founders of our Group,
and has been appointed as an executive director of the Company
on since 25 March 2011. Mr. Ku joined our Group as a shareholder
of Meco Petrochemical Limited since May 1996 and became a
director of Shenzhen Tang Palace F&B Co., Ltd in July 1998. He is
responsible for our Group’s overall corporate strategic development.
Mr. Ku has rich experience in restaurant business. Prior to joining
the Group, he was one of the indirect owners of Datong Restaurant,
which operated in China, from 1985 to 1997.

Mr. Ku is also engaged in kitchen equipment business in China
through Chiu Kwun, involving manufacture, sale, installation and
maintenance of kitchen equipment and provision of consultancy
services related to kitchen equipment and kitchen layout. Apart from
his interest in the Group, Mr. Ku is also (i) one of the shareholders of
Meco Group and Dongguan Well Excellent respectively, two entities
held by him for property investment and property leasing and the
lessors under the CCT Tenancy Agreements as disclosed under
the section headed “Directors’ Report — Continuing Connected
Transactions” in this annual report; and (ii) the indirect sole owner
of Chiu Kwun, an entity held by him as the supplier and service
provider under the agreement as disclosed under the section headed
“Directors’ Report — Continuing Connected Transactions” in this
annual report.

Ms. WENG Peihe, aged 45, has been appointed as an executive
director of the Company since 25 March 2011 and has been the
chief executive officer of our Group since March 2000. She joined
our Group in January 1997 and worked as senior manager to general
manager from January 1997 to February 2000. Ms. Weng is primarily
responsible for overseeing our Group’s business development,
market development, human resources, administration and logistics
management. Ms. Weng has rich experience in the restaurant
industry. Prior to joining the Group, she was engaged by Dragon
Hotel, managed by New World Hotels International in 1988.

Ms. Weng was awarded Excellent Female Entrepreneur in China
Hospitality Industry by the China Hotel Association and China
Finance, Commerce, Light, Textile and Tobacco Trade Union jointly
in 2004. She was elected as one of the 2009-2010 China Hotel
Industry 100 Elites and awarded the Platinum Five-Star Medal by
the China Hotel Industry Annual Conference Organizing Committee
in March 2010. Ms. Weng was awarded as one of the Outstanding
Entrepreneur in China Brand Development for 2010 jointly by
China United Business News, Brand Magazine, China Wisdom
Engineering Association, China Academy of Management Science,
China International Brand Academy and National High Technology
Industry Brand Academy in January 2011. Ms. Weng was also
awarded as one of the Outstanding Female Entrepreneur in Shanghai
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Restaurant Industry, jointly by China Hotel Association and Shanghai
Restaurant Association in December 2011. Ms. Weng was awarded
100 Outstanding Female Entrepreneur by China Outstanding
Female Entrepreneur Association in 2012. Ms. Weng completed the
Certificate in Chinese Restaurant Management Course at the Hong
Kong Institute of Vocational Education in 2002 and the International
Business Management CEO course at the Center for Overseas
Academic and Cultural Exchanges, Tsinghua University in November
2005.

Independent Non-Executive Directors

Mr. KWONG Chi Keung, JP (Justice of the Peace), aged 61, has
been appointed as an independent non-executive director of the
Company since 25 March 2011. Mr. Kwong is qualified as a solicitor
in Hong Kong, England, Australia (Victoria) and Singapore. He is a
senior partner of Messrs. Sit Fung Kwong and Shum. Mr. Kwong had
been an independent non-executive director of (i) Sparkle Roll Group
Limited (formerly known as Global Food Culture Group Limited,
Jade Dynasty Food Culture Group Limited and Jade Dynasty Group
Limited respectively) (Stock Code: 970), a company listed on the
Main Board of the Stock Exchange, from August 2002 to October
2007 and (i) Hang Ten Group Holdings Limited (Stock Code: 448),
a company which had been listed on the Main Board of the Stock
Exchange since October 2002 until it was privatized and delisted
with effect from 20 March 2012. Mr. Kwong was a former Deputy
Chairman of the Copyright Tribunal of Hong Kong and a member
of the Administrative Appeals Board and Panel of Inland Revenue
Board of Review. Mr. Kwong is the Immediate Past President of
the Asian Patent Attorneys Association, a World Intellectual Property
Organization appointed Neutral for Alternative Dispute Resolution
and Uniform Domain Name Dispute Resolution Policy Panelist,
fellow of the Chartered Institute of Arbitrators (London) and Hong
Kong Institute of Arbitrators, a Chartered Arbitrator, Center for
Effective Dispute Resolution Accredited Mediator, and a Notary
Public. He is a listed Arbitrator and Adjudicator of the Hong Kong
International Arbitration Center. Mr. Kwong is a member of the
Advisory Committee on Review of Patent System in Hong Kong
and Convenor of its Working Group on Interim Regulatory Measures
of Patent Practitioners, member of Working Group on Intellectual
Property Trading and Convenor of its sub-group on IP Arbitration and
Mediation. He is also a Director of Applied Science and Technology
Research Institute (ASTRI).

Mr. Kwong obtained a bachelor’s degree in laws (LLB) in November

1976 and a postgraduate certificate in laws (PCLL) in July 1977, both
from the University of Hong Kong.
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Mr. KWONG Ping Man, aged 51, has been appointed as an
independent non-executive director of the Company since 25
March 2011. Mr. Kwong has rich experience in accounting and
administration and is currently a director of O’Park Corporate
Services Limited. He had previously worked as accountant, company
secretary and chief financial officer at private companies. Mr. Kwong
had worked as financial controller and company secretary of Polyard
Petroleum International Group Limited (formerly known as Kanstar
Environmental Paper Products Holdings Limited) (Stock Code: 8011)
from March 2006 to July 2007 and Karce International Holdings
Company Limited (Stock Code: 1159) from June 2008 to January
2009, both of which are listed on the Main Board of the Stock
Exchange.

Mr. Kwong is currently appointed as an independent non-executive
director of Group Sense (International) Limited (Stock Code: 601), he
is also an independent non-executive director of Elegance Optical
International Holdings Ltd. (Stock Code: 907). Mr. Kwong is recently
appointed as an independent non-executive director of China Candy
Holdings Ltd. (Stock code: 8182) and Clear Lift Holdings Ltd. (Stock
code: 1341).

Mr. Kwong had been an independent non-executive director of
Yueshou Environmental Holdings Limited (formerly known as China
Rich Holdings Limited) (Stock Code: 1191), a company listed on the
Main Board of the Stock Exchange, since July 2007 until he retired
from his office in December 2011. He has been an independent
non-executive director of Century Sunshine Group Holdings Limited
(Stock Code: 509) (formerly known as Century Sunshine Ecological
Technology Holdings Ltd. (Stock Code: 8276)) since September
2004, a company listed on the Growth Enterprise Market of the Stock
Exchange until its listing was transferred to the Main Board of the
Stock Exchange on 1 August 2008. Mr. Kwong has also been an
independent non-executive director of Mitsumaru East Kit (Holdings)
Limited (Stock Code: 2358), a company listed on the Main Board of
the Stock Exchange, since March 2009 until he retired from his office
in 2012. Mr. Kwong has also been an independent non-executive
director of Yat Sing Holdings Ltd. (Stock code: 3708) until he retired
from his office in 2016.

Mr. Kwong obtained a bachelor’s degree in commerce accounting
from Curtin University of Technology in Australia in August 1996, a
Postgraduate diploma in corporate administration (part-time) from
the Hong Kong Polytechnic University in November 1998 and a
master’s degree in professional accounting from the Hong Kong
Polytechnic University in November 2003. He is a member of the
Australian Society of Certified Practicing Accountants (now known
as CPA Australia), a fellow member of the Hong Kong Institute of
Certified Public Accountants, and an associate member of the Hong
Kong Institute of Chartered Secretaries and The Institute of Chartered
Secretaries & Administrators respectively.
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Mr. CHEUNG Kin Ting Alfred, aged 60, has been appointed as
an independent non-executive director of the Company since 25
March 2011. Mr. Cheung has rich experience in the Chinese style
fast food restaurant industry in Hong Kong. From 2002 to 2009,
he co-owned and operated with others the Chinese-style fast
food restaurants Cousin Cousin Cafe in Hong Kong. Currently, Mr.
Cheung has licensed the trade name of aforesaid Chinese-style fast
food restaurants to other independent third parties in the PRC at no
charge. Since 2004, Mr. Cheung has been engaged in the provision
of corporate training on communication skills, interpersonal skills and
team building to corporations, including corporations in the restaurant
industry. He is also a film director, script-writer and producer.

He obtained a Diploma of Arts in Chinese Language Literature from
the Hong Kong Baptist College (now known as Hong Kong Baptist
University) in June 1979 and an Executive Master of Business
Administration from The Hong Kong University of Science and
Technology in May 2009.

SENIOR MANAGEMENT

Mr. WONG Chung Yeung, aged 38, is the chief financial officer and
company secretary of the Company. Mr. Wong joined our Group in
January 2012 and is responsible for the overall management of the
Group’s finance and accounting, taxation, information technology,
investor relations and listing compliance functions. He graduated from
the Hong Kong University of Science and Technology in 1999 with a
bachelor’s degree of business administration in accounting and is a
member of the Hong Kong Institute of Certified Public Accountants.
Mr. Wong has rich experience in finance and accounting profession.
Prior to joining the Group, Mr. Wong worked as a senior manager in
an international accounting firm.
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Mr. CHEN Zhi Xiong, aged 45, is the Vice President of our Group.
He has been with our Group since May 2000. Since January 2013,
Mr. Chen has become the Vice President of our Group. He was an
editor on the China Hotel and Catering Industry Book Series Editorial
Board from May 2005, honorary consultant to the Provincial and
Hong Kong Gourmet Weekly from March 2006 and chairman of the
Expert Committee of Zhuhai Food & Beverage Association from June
2006. He was accredited as China Cooking Master by China Hotel
Association in 2003 and accredited National Judge Qualification
(Hotel) — First Class from China Hotel Association in 2004. Mr. Chen
was also awarded the group silver award in the 5th National Cooking
Skills Competition in 2003 by The Organizing Committee of the 5th
National Cooking Skills Competition, the Hong Kong, Guangdong
and Macau Top Ten Chefs 2004 — Gold Award by the Editorial Board
of the Hong Kong, Guangdong and Macau Chefs Ceremony and the
Quan Guo Shi Jia Jin Shao Jiang in the China Hotel System Service
Skill Competition by the China Hotel System Service Skill Competition
(Zhongnan District) Organizing Committee in 2005. He obtained a
certificate from the Nutritional Occupational Skills Testing Authority
of the Ministry of Labor and Social Security for passing the tests for
nutritionist and Chinese cook in December 2005 and June 2007
respectively. In 2006, he was awarded a Diploma of Membership
by Les Amis d’Escoffier Society, Inc. (now known as Les Amis
d’Escoffier Society of New York, Inc.) as Honorary Chairman. Mr.
Chen completed the ERS 5S Management Certificate Course from
the Hong Kong Environmental Resource and Safety Institute in April
2009.
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COMPLIANCE WITH CORPORATE GOVERNANCE
CODE

The Board is committed to maintaining a high standard of corporate
governance practices to safeguard the interests of Company and
its shareholders and to enhance corporate value and accountability.
These can be achieved by an effective Board, segregation of duties
with clear responsibility, sound internal control, appropriate risk
assessment procedures and transparency to all the shareholders.

The Company has complied with all the code provisions as set
out in appendix 14 (Corporate Governance Code and Corporate
Governance Report) to the Listing Rules throughout the year.

BOARD OF DIRECTORS

The Board is in charge of the task of maximizing the financial
performance of the Group and making decisions in the best interest
of the Company. The Board is responsible for formulating business
policies and strategies, monitoring the performance of the senior
management of the Company, adopting and monitoring internal
business and management control, approving and monitoring annual
budgets and business plans, reviewing operational and financial
performance, considering dividend policy, reviewing and monitoring
the Company’s systems of financial control and risk management.
The Board has delegated the day-to-day management, administration
and operation of the Group and implementation and execution
of Board policies and strategies to the executive directors and
management of the Company.

As at 31 December 2015, the Board consists of seven members,
including four executive directors, Mr. YIP Shu Ming (Chairman),
Mr. CHAN Man Wai (Vice-Chairman), Mr. KU Hok Chiu, Ms. WENG
Peihe (Chief Executive Officer), and three independent non-executive
directors, Mr. KWONG Chi Keung, Mr. KWONG Ping Man and Mr.
CHEUNG Kin Ting Alfred. For the Board’s composition under major
diversified perspectives, one member is female, one of them aged
between 40 and 49, one aged between 50 and 59 and five aged 60
or above. All members are Chinese with year of services less than
five years. Biographical details of each of the directors are set out on
pages 23 to 27 of this annual report. There is no financial, business,
family or other material/relevant relationship among members of the
Board.

ANNUAL REPORT 2015 —Z — A4 Fif

EXZSHN@FSKTNERERER IR
BEARBRERMNE  RACEXEELHEA
- tBRAEEERNESTS AR
" %EEI’JW*IWW R EORRFHERRF K&
HEERRAEAERER -

RRABRANFEADET EHRAME140E
BIATRIREREAREPAE A FTA TR -
EEE

S RANEAKENT BRI MAKLQE

B B A s T J&BEE’JTE E=aTAEH
RIEBBRERE BEBEARRSREREAR

R - T%iW&%%W%B¥ﬁ%&%:E%E o
ERERFEEEREKTE  FHCERY
BRE - ZEBEBR « B RERAQAN
Eﬁ%%%&@ BRERRS - EEERAEER
BERE TR BEERESEHRRELRRBNE
m&?’ﬁﬁ R TARBINBMITEEREERAS
BE-

RZZB-—RAF+_A=+—H EFEZ2gHLH
REMHEK  BRMNARITESEMALE(E
B) BRXBEE(RIER) H8BEL - §1F
AREZE(ITHER) = 2BIUFNTEERR
Hoafd - BRSUTAEMBREERSE - UETT
AE/AARMAEKNESS KEEE—%
- —RFlRN F40E495% - —BFIRN T
B0E595% * AR ARFEKRRE0mRHIA LATL -
PREKRBEHARTEA  MEREFHINE
F o BREERENFBHENANFRFBHET7
B -EXgXEHITENR X5 KkSHE
hER,BREREE -

29



CORPORATE GOVERNANCE REPORT
e STk et

All executive directors entered into service contracts with the
Company for a specific terms of three years commencing from
25 March 2014 and expiring on 24 March 2017, which could be
terminated by either party by giving not less than three months’
written notice.

In compliance with Rule 3.10 of the Listing Rules, the Company has
appointed three independent non-executive directors (representing
more than one-third of the Board), one of whom has appropriate
professional qualifications in accounting and financial management.
All the independent non-executive directors have confirmed in writing
to the Company that they have met all the guidelines for assessing
their independence as set out in rule 3.13 of the Listing Rules. All
independent non-executive directors renewed their respective letter
of appointment for a specific term commencing from 25 March 2014
and expiring on 24 March 2017, which could be terminated by either
party by giving not less than one month’s written notice.

Not less than one-third of the Board are subject to retirement from
office by rotation at the annual general meeting provided that every
director shall be subject to retirement by rotation at least once every
three years in accordance with the Articles of Association.

All directors, including independent non-executive directors, have
given sufficient time and effort to the affairs of the Group. Independent
non-executive directors have provided the Board with their diversified
expertise, experience and professional advice. The Board believes
that the ratio between executive directors and independent non —
executive directors is reasonable and adequate to provide sufficient
checks and balances that safeguard the interests of shareholders
of the Company and of the Group. The Board also believes that the
views and participation of the independent non-executive directors in
the Board and committee meetings provide independent judgment
on the issues relating to strategy, performance, conflict of interest and
management process to ensure that the interests of all shareholders
of the Company are considered and safeguarded.

All directors have full and timely access to all relevant information in
relation to the Group’s businesses and affairs as well as unrestricted
access to the advice and services of the company secretary,
who is responsible for providing directors with board papers and
related materials. The directors may seek independent professional
advice at the Company’s expenses in carrying out their duties and
responsibilities.
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The Company has subscribed appropriate and sufficient insurance
coverage on directors’ liabilities in respect of legal actions taken
against directors arising out of corporate activities.

During the year ended 31 December 2015, the Board held four
regular board meetings. At these regular board meetings, directors
discussed and exchanged their views on significant issues and
general operations of the Group, formulated business policies and
strategies, reviewed the financial performance and approved the
annual results for the year ended 31 December 2014, the interim
results of the Company for the six months ended 30 June 2015,
as well as endorsed the Company policy to establish controls for
monitoring business and corporate developments and events so that
any potential inside information is promptly identified and escalated.

The Board is responsible for performing the corporate governance
duties set out in paragraph D.3.1 of the Corporate Governance Code,
and in this regard the duties of the Board shall include:

(@  to develop and review the Company’s policies and practices on
corporate governance;

(b)  to review and monitor the training and continuous professional
development of directors and the senior management;

(c) toreview and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
directors of the Company; and

(e) toreview the Company’s compliance with the code and
disclosure in the Corporate Governance Report.

The Board, through the audit committee, has conducted a review of
the effectiveness of the Group’s internal control systems for the year
ended 31 December 2015 covering all material financial, operational
and compliance controls and risk management functions, and is
satisfied that such systems are effective and adequate.
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Attendance of the individual directors at the regular board meetings
and general meeting for the year ended 31 December 2015 is set out
as follows:

Executive directors

HITEF

Mr. YIP Shu Ming (Chairman)
ERRAEE(FEE)

Mr. CHAN Man Wai (Vice-chairman)
BRX(Z e (BIEE)

Mr. KU Hok Chiu

EE bt

Ms. WENG Peihe (Chief Executive Officer)
SR (TTHAEZ)

Independent non-executive directors
HIIHHTEE

Mr. KWONG Chi Keung
B g

Mr. KWONG Ping Man
RBIA S S

Mr. CHEUNG Kin Ting Alfred
SRERBE ST A

At least 14 days’ notice prior to the date of regular board meeting
is given to all directors and an agenda together with board papers
are sent to all directors no less than three days before the date of
regular board meeting. All directors are given opportunity to include
in the agenda any other matter that they would like to discuss in the
meeting. With respect to the board committee meeting, reasonable
prior notice is given to all committee members. All directors and
committee members of the board committee are urged to attend
the board meeting and board committee meeting in person. For the
directors and committee members, who are unable to attend the
meeting, participation through electronic means are arranged and
available.

Should a director has a potential conflict of interest in a matter
being considered in the board meeting, he will abstain from voting.
Independent non-executive directors with no conflict of interest will be
present at meetings dealing with such conflict of interest issues.

BE_T- AT _A=tT—RLFERMNE
EHEEHEFEERMERAG ZHFEET
Fan

Regular Board General

Meetings Meeting

Attended/Total Attended/Total
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4/4 i7a

4/4 11

4/4 11

4/4 11

4/4 11
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4/4 11
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The company secretary assists the chairman of the Board in
preparation of the agenda for the board meeting and board
committee meeting and ensures that all applicable rules and
regulations regarding the board meeting are followed. He also
prepares and keeps detailed minutes of each board meeting and
board committee meeting. Within a reasonable time after each
meeting, the draft minutes is circulated to all directors or committee
members for comment and the final and approved version of minutes
is sent to all directors or committee members for their records. Board
committees, including the audit committee, nomination committee
and remuneration committee, all follow the applicable principles,
practices and procedures used in board meetings.

The Company has received from all directors records of their
continuous professional development training for the year ended 31
December 2015. Details of which are set out in below table:

IR

AREAMERDEETSIRARETIRERS
EgemalE MRETHEEHE=ZSSR
HEERBRAIROER - WTESTEMNEFEERE
EERFHFASELE - FRLENERS
RBRAERERENEERBANEEMEES
SLEBENEERN  UHEEXZEEKER
HER - MERCRRLEIEORA G HR
FMEEEHEZE QK BIFLEk - EEZEE
BREZERES REZB® ¥FHZEBEE-
HETEFTERRRANERRA - BRME
o

ARAREWEIHE—"FE-—AF+-_A=+—H
LHFEERAESNHETRBRITBIGCE - F
BEHIT -

Mr. YIP Shu Ming
R E
Mr. CHAN Man Wai

R IERE

Mr. KU Hok Chiu
HEBEL

Ms. WENG Peihe
/AL

Mr. KWONG Chi Keung
RSB SEE

Mr. KWONG Ping Man
BRR e

Mr. CHEUNG Kin Ting Alfred
SRERRES A
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. YIP Shu Ming is the chairman of the Board and Ms. WENG
Peihe is the chief executive officer of the Company, in compliance
with the Code Provision A.2.1 of Appendix 14 to the Listing Rules.
The divisions of responsibilities between the chairman of the Board
and the chief executive officer of the Company are clearly divided
to ensure a balance of power and authority and to reinforce their
independence and accountability.

Mr. YIP Shu Ming, being the chairman, is responsible for providing
leadership to the Board and ensuring that the Board functions
effectively; that directors receive in timely manner adequate
information which is complete and reliable and that all directors are
properly briefed on issues arising at board meetings. The chairman
also encourages directors to participate actively in and to make a full
contribution to the Board’s affairs so that the Board acts in the best
interest of the Company.

Ms. WENG Peihe, being the chief executive officer of the Company,
is responsible for the daily operations of the Company, execution of
business policies, strategies, objectives and plans as formulated and
adopted by the Board and leading the management of the Company.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS OF LISTED ISSUERS (THE “MODEL CODE”)

The Company has adopted its own code for securities transactions by
directors on terms no less exacting than the Model Code as set out
in Appendix 10 to the Listing Rules. The Company has made specific
enquiries to all of the directors and all of the directors confirmed that
they have complied with the required standards set out in the Model
Code during the year.

COMPLIANCE WITH NON-COMPETE UNDERTAKING

The Company has received the confirmation from the Controlling
Shareholders in respect of their compliance with the terms of the
Non-compete Undertaking for the year under review.
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DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors acknowledge their responsibility for preparation of
the financial statements for the financial year ended 31 December
2015 which are given a true and fair view of the state of affairs of the
Company and of the Group as at that date and of the Group’s results
and cash flows for the year then ended and are properly prepared on
the going concern basis in accordance with the applicable statutory
requirements and accounting standards. The directors, having made
appropriate enquiries, confirm that they are not aware of any material
uncertainties relating to events or conditions that may cast significant
doubt upon the Company’s ability to continue as a going concern.

The statement of the external auditors of the Company acknowledging
their reporting responsibilities on the financial statements is set out in
the “Independent Auditors’ Report” contained in this annual report.

BOARD COMMITTEES

The Board has established three board committees, namely audit
committee, remuneration committee and nomination committee,
to oversee particular aspects of the Company’s affairs. The board
committees are provided with sufficient resources to discharge their
duties.

The Board adopted a set of written terms of reference of each of the
board committees of the Company which are in line with the Listing
Rules requirements. The written terms of reference of each of the
board committees of the Company are posted on the websites of the
Stock Exchange and the Company.

ANNUAL REPORT 2015 —Z — A4 Fif

SRR

ESHMBBRRNEE

EENAREREBE_FT—HF+_-A
T BUEMRFENTHREROET  MH
BRUNERFRRARBLEAEEEEZBED
ARARAEEREZBRIEFENRENRS
o WRBGERREERE RS ERIRFE
RERREZDRHE - EFNMELBEESH
% HRWEL MBS H AR A
BREENERBEARBZEHRBERZEKR
TEERZE -

AKX B SNEE A2 BR B i R L A B IS HR AR P AR Y
RHREEBRACHNAFRBLZBENRE
7 o

EEREg

ExgcKY-—RE=ZEg - £
Bg FMZEENERZEE - UE
ARERIENEYR EXLZBERE
BITEEE -

EXZeRMTARAIRERZESNEEBE
#E - ZEABRLENTES LTHRYEFR - K
RAZREELZRENEMBESREC TENE
R R AR B o

35



CORPORATE GOVERNANCE REPORT
e STk et

AUDIT COMMITTEE AND ACCOUNTABILITY

The Company has established an Audit Committee since 25 March
2011 with written terms of reference (amended on 1 January 2016)
in compliance with Rule 3.21 of the Listing Rules. The terms of
reference of the Audit Committee are available on the websites of the
Stock Exchange and the Company. The Audit Committee comprises
three members who are all independent non-executive directors,
namely Mr. KWONG Ping Man (the Chairman), Mr. KWONG Chi
Keung and Mr. CHEUNG Kin Ting Alfred. The Audit Committee
reports to the Board and is delegated by the Board to assess matters
related to the financial statements. Under its terms of reference, the
Audit Committee is required to perform, amongst the others, the
following duties:

° making recommendation to the Board on appointment, re-
appointment and removal of external auditor and approving the
remuneration and terms of engagement of that external auditor,
and any questions of its resignation or dismissal;

° reviewing and monitoring the external auditor’s independence
and objectivity and the effectiveness of the audit process in
accordance with applicable standards;

° reviewing the Company’s financial controls, internal control and
risk management systems;

° reviewing the Group’s financial and accounting policies and
practices;

° ensuring that management has performed its duty to have an
effective internal control and risk management systems; and

° monitoring the integrity of the Company’s financial statements
and annual reports and accounts and half-year report.

For the year ended 31 December 2015, three Audit Committee
meetings were held and all minutes were kept by the company
secretary. The Audit Committee has reviewed the accounting policies
and practices adopted by the Company, annual results and annual
report of the Company for the year ended 31 December 2014, and
the unaudited interim results and interim report of the Company
for the six months ended 30 June 2015 as well as assessed the
effectiveness of the Company’s internal control and risk management
systems. The Audit Committee reported that there was no material
uncertainty relating to events or conditions that may cast significant
doubt on the Company’s ability to continue as a going concern.
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Attendance of individual members of the Audit Committee at
meetings for the year ended 31 December 2015 is set out as follows:

Mr. KWONG Ping Man (Chairman)

BRI e (F /)

Mr. KWONG Chi Keung
At St

Mr. CHEUNG Kin Ting Alfred
SRERBE ST

AUDITORS’ REMUNERATION

The remuneration paid to the Company’s external auditors is set out as
follows:

IR

BE_ZT- A+ -_A=T-BILFEEZZ
B&ERKEHFEERMNEHIIMT

3/3
3/3

3/3

o BB 2 BN
SN FARBINEZBED 2 FENE ST

Type of service: RfsTEE -
Audit services BEZIRTE 1,000 960
Non-audit services (Including tax advisory IEEZIRIE (BIER S E AR
and tax compliance services) IS EHRE) - 83
Total HEt 1,000 1,043
REMUNERATION COMMITTEE FHNEES

The Company has established a Remuneration Committee since
25 March 2011 with written terms of reference in accordance
with Rule 3.25 of the Listing Rules. The terms of reference of the
Remuneration Committee are available on the websites of the
Stock Exchange and the Company. The principal responsibilities
of the Remuneration Committee include but not limited to make
recommendations to the Board on the overall remuneration policy
and structure and remuneration packages relating to all directors and
senior management of our Group and ensure none of the directors
determine their own remuneration. The Remuneration Committee
comprises three members who are all independent non-executive
directors, namely Mr. KWONG Chi Keung (the Chairman), Mr.
KWONG Ping Man and Mr. CHEUNG Kin Ting Alfred.
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For the year ended 31 December 2015, one Remuneration WREZ -—"T—AF+_-_A=+—HIFFEZHH
Committee meeting was held to review the remuneration packages of ZE&@#8BT T —A¥HMEES oo  BEHESE
the directors and senior management. The Remuneration Committee R EAEEAENFHENEE - TMES @A
has made recommendation to the board on the remuneration AQAFRESREBEAENTNTENESSEEE
package of senior management of the Company. No director or his 3% o BB EERHIMHBEAZHEETEARY
associate is involved in deciding his own remuneration. S0E=A17

Attendance of individual members of the Remuneration Committee at HZE-—ZT—RAF+—_A=+—HIIEEHFHZE
meeting for the year ended 31 December 2015 is set out as follows: BeERIKEHEeEMILEINNET -

Mr. KWONG Chi Keung (Chairman) 11
BERELE(FE)

Mr. KWONG Ping Man 1/1
BBR S SE A

Mr. CHEUNG Kin Ting Alfred 1/1
SRERRES A

For the year ended 31 December 2015, the remuneration of the HE_-_Z—AF+_-_A=+—BIFESLE
members of the senior management by band is set out below: BABZHMAR T :

Nil to 1,000,000 £ 21,000,000 2
1,000,001 to 1,500,000 1,000,001%1,500,000 -
1,500,001 to 2,000,000 1,500,001 22,000,000 1

Further particulars regarding the directors’ and chief executive's  1RIE EMRBIFI &+ NBARES RITHREER 2
emoluments and the five highest paid employees as required to be  BIE& AR AEZ = H MESHE 2 —FF 5
disclosed pursuant to Appendix 16 of the Listing Rules are set out in B 5 &R MI7E8 %9 °

notes 8 and 9 to the financial statements.
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NOMINATION COMMITTEE

The Company has established a Nomination Committee since 25
March 2011 with written terms of reference amended on 28 March
2012 in accordance with A.5 of Appendix 14 to the Listing Rules.
The terms of reference of the Nomination Committee are available
on the websites of the Stock Exchange and the Company. The
Nomination Committee is responsible for, including but not limited to,
making recommendations to the Board regarding candidates to fill
vacancies of the Board. The Nomination Committee comprises three
members who are all independent non-executive directors, namely
Mr. CHEUNG Kin Ting Alfred (the Chairman), Mr. KWONG Chi Keung
and Mr. KWONG Ping Man.

In reviewing and recommending the appointment of new directors,
the Nomination Committee would seek to identify the competencies
required to enable the Board to fulfill its responsibilities. The
resume or document of the nominee or candidate will be given
to the Nomination Committee for consideration. The Nomination
Committee adopted a process for selection and appointment of new
directors which provides the procedure for identification of potential
candidates, evaluation of the suitability of the candidate based on
his qualifications, skills, knowledge, business and related experience,
commitment, ability to contribute to the Board process and such
qualities and attributes that may be required by the Board.

As the Company sees the importance of the Board’s diversity in
achieving a sustainable and balanced development. The Company
adopted board diversity policy. Therefore, while the Board’s
appointment will be based on meritocracy, a range of diversity
perspectives will also be considered, including but not limited to
cultural and educational background, professional experience, skills,
knowledge, gender, age, ethnicity and length of service.

During the year ended 31 December 2015, one Nomination
Committee meeting was held by the Nomination Committee,
members of the Nomination Committee have reviewed the
composition of the Board which is determined by directors’ skills
and experience appropriate to the Company’s business and the
nomination policy of the Company.
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Attendance of individual members of the Nomination Committee at
meeting for the year ended 31 December 2015 is set out as follows:

Committee Members
ZEERE

Mr. CHEUNG Kin Ting Alfred (Chairman)
REELRE(LE)
Mr. KWONG Chi Keung

=P

TR

Mr. KWONG Ping Man
BRRSE A

SHAREHOLDERS’ RIGHTS

Convening EGM

The following procedures for shareholders to convene an EGM of the
Company are prepared in accordance with Articles 64 of the Articles
of Association:

1

40

One or more shareholders (“Requisitionist(s)”) holding, at the
date of deposit of the requisition, not less than one tenth of
the paid up capital of the Company having the right of voting
at general meetings, shall have the right, by written notice, to
require an EGM to be called by the directors for the transaction
of any business specified in such requisition.

Such requisition shall be made in writing to the directors or
the company secretary of the Company and lodged with (i) the
head office and (i) the registered office of the Company in the
Cayman Islands at Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman KY1-1111, Cayman Islands.

The EGM shall be held within two months after the deposit of
such requisition.

If the directors fail to proceed to convene the EGM within
twenty-one (21) days of such deposit, the Requisitionist(s)
himself (themselves) may do so in the same manner, and all
reasonable expenses incurred by the Requisitionist(s) as a
result of the failure of the directors shall be reimbursed to the
Requisitionist(s) by the Company.
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Procedures for putting forward proposals at general
meetings by shareholders

There are no provisions under the Articles of Association or the
Companies Law, Cap 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands regarding procedures for shareholders
to put forward proposals at general meetings other than a proposal
of a person for election as director. Shareholders may follow the
procedures set out above to convene an extraordinary general
meeting for any business specified in such written requisition.

Procedures for Shareholders to Propose a Person for
Election as a Director

The following procedures for a shareholder of the Company to
propose a person for election as a director of the Company are
prepared in accordance with article 110 of the Articles of Association:

A shareholder may propose a person (“Candidate”) for election as
a director at a general meeting by lodging the following documents
within the period mentioned below at the head office and principle
place of business of the Company in Hong Kong at Unit 3 on 10th
Floor, Greenfield Tower, Concordia Plaza, No. 1 Science Museum
Road, Kowloon, Hong Kong or the branch share registrar and transfer
office (“Hong Kong Share Registrar”) of the Company in Hong Kong,
Tricor Investor Services Limited at Level 22, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong:

(@  a written notice (“Proposal Notice”) of the intention to propose
the Candidate for election as a Director, which must (i) state
the information of the Candidate as required by Rule 13.51(2)
of the Listing Rules, which is available on the Stock Exchange’s
website (www.hkex.com.hk); and (i) must be signed by the
shareholder; and

(b) a written notice (“Consent Notice”) by the Candidate, which
must () indicate his/her willingness to be elected as a Director
and consent to the publication of his/her personal information as
required by Rule 13.51(2) of the Listing Rules; and (i) must be
signed by the Candidate.

The Proposal Notice and the Consent Notice shall be lodged with
the head office or the Hong Kong Share Registrar of the Company
for a period of at least seven (7) clear days commencing no earlier
than the day after the despatch of the notice of the general meeting
and ending no later than seven (7) clear days before the date of such
general meeting.
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To enable the shareholders to make an informed decision on
their election at a general meeting, the Company shall publish
an announcement or issue a supplemental circular as soon as
practicable after the receipt of the Proposal Notice and the Consent
Notice. The Company shall include particulars of the Candidate in the
announcement or the supplementary circular.

The Company shall assess whether or not it is necessary to adjourn
the general meeting of the election to give shareholders at least ten (10)
business days to consider the relevant information disclosed in the
announcement or supplemental circular.

The aforesaid procedures have been uploaded to the Company’s
website.

Procedures for Directing Shareholders’ Enquiries to the
Board

To direct enquiries to the Board, the shareholders should submit his/
her enquiries in writing with his/her detailed contact information to the
company secretary at the following:

By post to the head office

Tel: (852) 2180-7055

Fax: (852) 2180-7056

Email: info@tanggong.cn
Website: http://www.tanggong.cn

INTERNAL CONTROL

The Board is responsible for ensuring that sound and effective
internal control systems are maintained within the Group. It is
achieved through an internal control committee (the “Internal Control
Committee”), comprising the chief executive officer and chief financial
officer of the Company, an external PRC legal counsel engaged by
the Company, and Mr. KWONG Ping Man (the independent non-
executive director, who possesses relevant experience to review and
assess the effectiveness and adequacy of the Company’s internal
control measures). The Internal Control Committee is also responsible
for the implementation of the remedial plans recommended by the
internal audit department, so as to ensure our compliance with
the Listing Rules and the relevant PRC laws and regulations. Any
deficiencies noted during the review process will be addressed to the
Board and the Audit Committee. The Company has also established
an internal audit department in which the internal audit manager
is professionally qualified with relevant experience to monitor and
oversee daily operation of internal control matters. The internal audit
department will report to the Audit Committee to ensure operations
in compliance with the applicable laws, rules and regulations, and
recommend remedial plans to the Audit Committee when required.
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The Board and Audit Committee conducted a review and assessment
of the effectiveness of the Company’s internal control systems
including financial, operational and compliance controls and risk
management functions for the year ended 31 December 2015. The
assessment was made by discussions with the management of
the Company and its external and internal auditors. The Board are
satisfied that the existing internal control system is adequate and
effective in order to safeguard the Group’s assets and shareholders’
interests.

INVESTOR RELATIONS AND SHAREHOLDERS’
COMMUNICATIONS

The Company understands the importance of maintaining effective
mutual communication with its shareholders and values every
opportunity to communicate with them. The Company has adopted
a policy of disclosing clear and relevant information to shareholders
through various channels in a timely manner. Annual and interim
reports are printed and sent to all shareholders by post as requested.
The Company has also complied with provisions of the Listing
Rules by posting announcements, notices, annual reports, interim
reports and shareholders’ circulars on the websites of the Stock
Exchange and the Company (http://www.tanggong.cn). Apart from
these documents, press releases and newsletters are posted on the
Company’s website to enhance its transparency. Being constantly
updated in a timely manner, the website also contains a wide range
of additional information on Company’s business activities.

In addition to publication of information, the annual general meeting
of the Company provides a forum for communication between
shareholders and directors. The chairman of the Board in person
chairs the annual general meeting to ensure shareholders’ views
are communicated to the Board. Moreover, the briefing on the
Company’s business and the questions and answer session at the
annual general meeting allow shareholders to stay informed of the
Group’s strategies and goals.
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In addition to the chairman of the Board, the chairman of the board
committees, or in their absence, other members of the respective
committees and the external auditors of the Company, are available
to answer any queries that shareholders may have. The chairman
of the Board will propose separate resolutions for each issue to be
considered at the annual general meeting.

The annual general meeting proceedings are reviewed from time to
time to ensure that the Company follows best corporate governance
practices and shareholders’ rights are preserved. Notice of annual
general meeting is delivered to all shareholders at least 20 clear
business days prior to the date of the annual general meeting,
setting out details of each proposed resolution and other relevant
information. The procedures for demanding and conducting a
poll will be explained by the chairman of the Board at the annual
general meeting. Poll results are released by way of publication of an
announcement.

CONSTITUTIONAL DOCUMENTS

During the year, there is no significant change in the Company’s
constitutional documents.
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The directors present their report and the audited financial statements
for the year ended 31 December 2015.

PRINCIPAL ACTIVITY

The Company acts as an investment holding company. Principal
activities of its principal subsidiaries are set out in note 1 to the
financial statements. There were no significant changes in the nature
of the Group’s principal activities during the year.

BUSINESS REVIEW

The Group’s fair review of the business during the year and
discussion on the future business development of the Group are set
out in the “Chairman’s Statement” and “Management Discussion and
Analysis” from pages 5 to 8 and pages 9 to 22 respectively of this
annual report.

There are no important events affecting the Group that have occurred
since the end of 31 December 2015.

PRINCIPAL RISKS AND UNCERTAINTIES

The Group’s financial condition, results of operations, businesses and
prospects would be affected by a number of risks and uncertainties
including business risks, operational risks and financial management
risks.

The details of financial risk management policies and practices of the
Group is set out in note 33 to the 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.

RELATIONSHIP WITH SUPPLIERS, CUSTOMERS AND
OTHER STAKEHOLDERS

The Group understands the importance of maintaining a good
relationship with its suppliers and customers to meet its immediate
and long-term goals. The management will continue to develop
efficient communication platform to enhance relationships with
individual and corporate customers, which enjoys good relationship
with suppliers and customers. During the year of 2015, there were no
material and significant dispute between the Group and its suppliers
and/or customers. The Group also recognises the importance of
human resources to its success. Details are disclosed on page 21 of
this annual report.
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ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group is committed to the long term sustainability of the
environment and communities in which it operates. Acting in an
environmentally responsible manner, the Group endeavours to
comply with laws and regulations regarding environmental protection
and adopt effective measures to achieve efficient use of resources,
energy saving and waste reduction. Green initiatives and measures
have been adopted in the Group’s managed restaurants. Such
initiatives include recycling of used papers, energy saving measures
and water saving practices.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group’s operations are mainly carried out by the Company’s
subsidiaries established in the Mainland China while the Company
itself is incorporated in the Cayman Islands with its shares listed on
the Stock Exchange. Our establishment and operations accordingly
shall comply with relevant laws and regulations in the Cayman Islands,
Mainland China and Hong Kong. During the year ended 31 December
2015 and up to the date of this report, we have complied with all the
relevant laws and regulations in the Mainland China, Hong Kong and
the Cayman Islands that have a significant impact on the Group.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2015 are
set out in the consolidated statement of profit or loss on page 71 of
this annual report.

The directors recommend the payment of a final dividend of HK10.9
cents per ordinary share in respect of the year ended 31 December
2015 to the shareholders whose names appear on the register of
members of the Company on 10 June 2016, total amounting to
approximately RMB38,823,000.
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CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining the entitlement of the Shareholders to
attend and vote at the AGM, the register of members of the Company
will be closed from 30 May 2016 to 3 June 2016 (both days inclusive),
during which period no transfer of share(s) will be effected. In order
to be eligible to attend and vote at the AGM, all transfers documents,
accompanied by the relevant share certificates, must be lodged
with Tricor Investor Services Limited, the branch share registrar and
transfer office of the Company in Hong Kong, at Level 22, Hopewell
Centre, 183 Queen’s Road East, Hong Kong for registration not later
than 4:30 p.m. on 27 May 2016.

The proposed final dividend is subject to the passing of an ordinary
resolution by the Shareholders at the AGM. For the purpose of
determining the entitlement of the Shareholders to the final dividend
for the year ended 31 December 2015 (if approved), the register of
members of the Company will be closed on 10 June 2016, during
which no transfer of share(s) will be effected. To be entitled to the
final dividend for the year ended 31 December 2015 (if approved), all
transfers documents, accompanies by the relevant share certificates,
must be lodged with Tricor Investor Services Limited, the branch
share registrar and transfer office of the Company in Hong Kong, at
Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong for
registration not later than 4:30 p.m. on 8 June 2016.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities and non-
controlling interests of the Group for the last five financial years is set
out on page 152 of this annual report. This summary does not form
part of the audited financial statements of the Group for the year
ended 31 December 2015.

SHARE CAPITAL

Details of the movements in the share capital of the Company during
the year are set out in note 23 to the financial statements.
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DISTRIBUTABLE RESERVES OF THE COMPANY

The Company’s distributable reserves as at 31 December 2015,
as calculated in accordance with the provisions of the Companies
Law of the Cayman Islands, amounted to RMB46,201,000, which
included the share premium account of the Company amounting
to RMB6,047,000. Under the Companies Law (2011 Revision) of
the Cayman Islands and the provisions of the Company’s Articles
of Association, the share premium account of the Company, is
distributable to its shareholders provided that immediately following
the distribution or the payment of dividends, the Company is able to
pay its debts as they fall due in the ordinary course of business.

CHARITABLE CONTRIBUTIONS

During the year, the Group made charitable contributions amounting
to RMB333,000.

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

Mr. YIP Shu Ming
Mr. CHAN Man Wai
Mr. KU Hok Chiu
Ms. WENG Peihe

Independent Non-Executive Directors

Mr. KWONG Chi Keung
Mr. KWONG Ping Man
Mr. CHEUNG Kin Ting Alfred

In accordance with the provisions of the Company’s Articles of
Association, Ms. WENG Peihe, Mr. KWONG Ping Man and Mr.
CHEUNG Kin Ting Alfred will retire as directors by rotation and,
being eligible, will offer themselves for re-election as directors at the
forthcoming AGM.

The Company has received annual confirmations of independence
pursuant to Rule 3.13 of the Listing Rules from Mr. KWONG Chi
Keung, Mr. KWONG Ping Man and Mr. CHEUNG Kin Ting Alfred.
As at the date of this report, the Company still considers these
independent non-executive directors to be independent.
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DIRECTORS’ SERVICE CONTRACTS

Each of Mr. YIP Shu Ming, Mr. CHAN Man Wai, Mr. KU Hok Chiu
and Ms. WENG Peihe, all being executive directors, has entered into
a service contract with the Company for a specific term commencing
from 25 March 2014 and expiring on 24 March 2017, which could
be terminated by either party by giving not less than three months’
written notice.

Each of Mr. KWONG Chi Keung, Mr. KWONG Ping Man and Mr.
CHEUNG Kin Ting Alfred, all being independent non-executive
directors, has been appointed for a specific term commencing from
25 March 2014 and expiring on 24 March 2017, which could be
terminated by either party by giving not less than one month’s written
notice. The appointments are subject to the provisions of the Articles
of Association with regard to vacation of office of directors, removal
and retirement by rotation of directors.

No director proposed for re-election at the forthcoming AGM has a
service contract with the Company or any of our subsidiaries which
is not terminable by the employer within one year without payment of
compensation (other than statutory compensation).

BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

The biographical details of directors of the Company and senior
management of the Group are disclosed in the section headed
“Biographies of Directors and Senior Management” on pages 23 to
28 of this annual report.

ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES

Other than the option holdings disclosed below, at no time during
the year was the Company, its holding company, or any of its
subsidiaries, a party to any arrangements to enable the directors
of the Company to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other body
corporate.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS

AND

SHORT POSITIONS IN SHARES AND UNDERLYING

SHARES AND DEBENTURES

As at

31 December 2015, the interests and short positions of the

directors and chief executive of the Company in the shares and

unde

rlying shares or debentures of the Company or any of its

associated corporations (within the meaning of Part XV of the SFO),
as recorded in the register maintained by the Company under section
352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code as follows:
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Ordinary shares of HK$0.1 each of
the Company
AAFEFHREE VST BB
Mr. YIP Shu Ming - 98,700,000 (L) 98,700,000 (L) 23.39%
AL A (Note 2) (Rfiz2)
Mr. CHAN Man Wai 2,816,000 (L) 141,000,000 (L) 143,816,000 (L) 34.08%
RXERE (Note 3) (R223)
Mr. KU Hok Chiu - 42,340,000 (L) 42,340,000 (L) 10.03%
HEBEL (Note 4) (Hiza)
Ms. WENG Peihe 5,902,000 (L) - 5,902,000 (L) 1.39%
HERLL
Notes: Kiat

1)

@
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The letter “L” denotes the directors’ long position in the shares of the
Company or the relevant associated corporation.

These shares were held by Current Success Investments Limited,
which is wholly-owned by Mr. YIP Shu Ming. By virtue of the SFO, Mr.
Yip is taken to be interested in the shares held by Current Success
Investments Limited.

These shares were held by Best Active Investments Limited, which is
wholly-owned by Mr. CHAN Man Wai. By virtue of the SFO, Mr. Chan
is taken to be interested in the shares held by Best Active Investments
Limited.

These shares were held by Bright Mind Investments Limited, which
is wholly-owned by Mr. KU Hok Chiu. By virtue of the SFO, Mr. Ku is
taken to be interested in the shares held by Bright Mind Investments
Limited.
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Save as disclosed above, as at 31 December 2015, none of the
directors or chief executive of the Company had registered an interest
or short position in the shares, underlying shares or debentures of
the Company or any of its associated corporations that was required
to be recorded pursuant to section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2015, the interests or short positions of the
persons (other than a director or chief executive of the Company) in
the shares and underlying shares of the Company as recorded in the
register required to be kept by the Company pursuant to section 336
of the SFO were as follows:
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Name of Shareholders interest EHEEHAER REBLD

RERME B9 RemtE 7 i) Aokt

Current Success Investments Limited (ote 2(#/7:2) Beneficial owner 98,700,000 23.39%
BEA A shares (L)
R (L)

Ms. WONG Sau Mui (Note 2) Interest of spouse 98,700,000 23.39%
BRI =) Ao R R shares (L)
AR (L)

Best Active Investments Limited (ote 3(#:23) Beneficial owner 141,000,000 33.41%
BB A shares (L)
A& (L)

Ms. AU Yim Bing Mete 3 Interest of spouse 143,816,000 34.08%
[ B 7K 2 A=) [ ey shares (L)
R&13 (L)

Bright Mind Investments Limited ®ote 9(A7iz4) Beneficial owner 42,340,000 10.03%
Em#mEA shares (L)
AR (L)

Ms. KU Wai Man ete 49 Interest of spouse 42,340,000 10.03%
mER Ly [ shares (L)
A& (L)
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Orchid Asia IV, L.P. ote 5)(iizs) Beneficial owner 33,082,000 7.84%
BSERA shares (L)
AR (L)

OAIV Holdings, L.P. ote 5)(/ifizs) Interest of a controlled 33,082,000 7.84%
corporation shares (L)
TG EE R AR5 (L)

Orchid Asia IV Group Management, Limited (Nete 5(#7i25)  Interest of a controlled 33,082,000 7.84%
corporation shares (L)
SIEHLEE R A (L)

Orchid Asia IV Group, Limited (ote 5(/#:#5) Interest of a controlled 33,082,000 7.84%
corporation shares (L)
RIEGLEE R AR5 (L)

Orchid Asia IV Investment, Limited (Mote 5(#7iz5) Interest of a controlled 33,082,000 7.84%
corporation shares (L)
TG EE R AR5 (L)

YM Investment Limited Mete 5(#:£5) Interest of a controlled 33,646,000 7.97%
corporation shares (L)
TGN EE R A (L)

Ms. LAM Lai Ming (ote % Founder of a discretionary 33,646,000 7.97%
PREBRR 2z - (Wits) trust shares (L)
FREFTEIA AR5 (L)

Mr. LI Gabrigl ote 5 Founder of a discretionary 33,646,000 7.97%
AR H g o A (iizo) trust shares (L)
SREEFTRINA A (L)

ManageCorp Limited (Note §(7i25) Trustee 33,646,000 7.97%
A shares (L)
AR (L)
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Save

The letter “L” denotes the shareholder’s long position in the shares of
the Company.

These shares were beneficially owned by Current Success Investments
Limited, which was wholly-owned by Mr. YIP Shu Ming. By virtue of
the SFO, Mr. Yip is taken to be interested in the shares held by Current
Success Investments Limited. Ms. WONG Sau Mui is the spouse of Mr.
Yip. Under the SFO, Ms. Wong is taken to be interested in the shares in
which Mr. Yip is interested.

These shares were beneficially owned by Best Active Investments
Limited, which was wholly-owned by Mr. CHAN Man Wai. By virtue
of the SFO, Mr. Chan is taken to be interested in the shares held by
Best Active Investments Limited. Ms. AU Yim Bing is the spouse of Mr.
Chan. Under the SFO, Ms. Au is taken to be interested in the shares in
which Mr. Chan is interested.

These shares were beneficially owned by Bright Mind Investments
Limited, which was wholly-owned by Mr. KU Hok Chiu. By virtue of the
SFO, Mr. Ku is taken to be interested in the shares held by Bright Mind
Investments Limited. Ms. KU Wai Man is the spouse of Mr. Ku. Under
the SFO, Ms. Ku is taken to be interested in the shares in which Mr. Ku is
interested.

So far as the directors are aware of, these shares were beneficially
owned as to 33,082,000 shares by Orchid Asia IV, L.P. and as to
564,000 shares by Orchid Asia IV Co-investment, Limited. Orchid Asia
IV, L.P. was wholly controlled by OAIV Holdings, L.P., which was in turn
wholly controlled by Orchid Asia IV Group Management, Limited, which
was in turn wholly controlled by Orchid Asia IV Group, Limited, which
was in turn wholly controlled by Orchid Asia IV Investment, Limited,
which was approximately 92.61% controlled by YM Investment Limited.
Orchid Asia IV Co-investment, Limited was wholly controlled by YM
Investment Limited. Under the SFO, OAIV Holdings, L.P., Orchid Asia
IV Group Management, Limited, Orchid Asia IV Group, Limited, Orchid
Asia IV Investment, Limited and YM Investment Limited were taken to
be interested in the shares beneficially owned by Orchid Asia IV, L.P.,
and YM Investment Limited was taken to be interested in the shares
beneficially owned by Orchid Asia IV Co-investment, Limited. Ms. LAM
Lai Ming and Mr. LI Gabriel were also interested in YM Investment
Limited through ManageCorp Limited as Trustee and were taken to be
interested in the shares in which YM Investment Limited was interested.

as disclosed above, as at 31 December 2015, no person (other

than a director or chief executive of the Company) had registered

an int
the C

erest or short position in the shares and underlying shares of
ompany as recorded in the register required to be kept by the

Company pursuant to section 336 of the SFO.
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% % B {7 B Current Success Investments
Limited & % # & - 1M Current Success
Investments Limited )y R ERBIBALE 2 EHR ©
HIRE S R EIE D] - ERAEWR AR Current
Success Investments Limited Pr#5A% 1 o 1% A #E
o mAMR T RELENER - REEFR
HEKRD  EREWEERELEREERZN
ME i E fEas o

ZE 1) FBest Active Investments Limited E #
%A - MBest Active Investments Limited J3 B 5
NEEEZERER - BREBHFRBEEN - B
S AR A Best Active Investments Limited it
BRRmREaERD - BYMKkL T RRELENE
1B REBHFLBAEKD - BRZLIWREBRER
REREESZORGPERER

%% %15 B Bright Mind Investments Limited &
@A - MBright Mind Investments Limited 5
Ha2HBTE2EHR - HBREAFRBERK
Bl - H LS ARBright Mind Investments
Limited TSI DA ER - HEBRZTAS
ML - BIBEESFRBEERD - &2
BRARGTEREERNROPEEER

BEEME - 25 R HIAOrchid Asia IV, L.P.
K Orchid Asia IV Co-investment, Limited®&
% % A 33,082,000 % K& 564,000 i ° Orchid
Asia IV, L.P. 1 OAIV Holdings, L.P. & & %
#l - MOAIV Holdings, L.P.FOrchid Asia IV
Group Management, Limited B8 384 # -
Orchid Asia IV Group Management, Limited8l|
i Orchid Asia IV Group, Limited E &5 #l -
Orchid Asia IV Group, Limitedd&Orchid Asia
IV Investment, Limited 8 Y& %/ - i Orchid
Asia IV Investment, LimitedBl|FRYM Investment
Limited # B #7 92.61% # z ° Orchid Asia
IV Co-investment, LimitedfYM Investment
Limited B Bl - REFE 5 L BHE GO -
OAIV Holdings, L.P. » Orchid Asia IV Group
Management, Limited * Orchid Asia IV Group,
Limited » Orchid Asia IV Investment, Limited
XYM Investment Limited#4% A5 Orchid Asia
IV, LP.EREANKRNPHEEER - MYM
Investment Limited ## 1% & 7 Orchid Asia IV
Co-investment, Limited® %5 % & B A% {7 1
Bz MBAXLTRFEHFLETRYM
Investment Limited @ #ManageCorp Limited{F
BETANEAELR - WHEHRARYM Investment
Limited %5 i m FI R D P A fEes ©

NFREBEEN RZTE—RHFTZA
B BETAAL(RARESEHEETT
MBEECTERARRIREES M

{FRPIE3B6IRA T FENELMAERIAR °
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SHARE OPTION SCHEMES AND SHARE AWARD PLAN

(a)

(b)

54

Pre-IPO Share Option Scheme

The Company had granted 4,000,000 options to eligible senior
management and employees of the Group to subscribe for
ordinary shares in the Company subject to the terms and
conditions stipulated under the Pre-IPO Share Option Scheme.

All the options were exercised, cancelled or lapsed by 31
December 2014 and there was no outstanding options granted
under the Pre-IPO Share Option Scheme as at 31 December
2015.

Share Option Scheme

Up to and as at 31 December 2015, no options have been
granted or agreed to be granted pursuant to the Share Option
Scheme. Summary of some of the principal terms of the Share
Option Scheme are as follows:

()  Purposes

The purpose of the Share Option Scheme is to enable
the Company to grant options to selected participants
as incentives or rewards for their contribution to the
Company. The directors consider the Share Option
Scheme, with its broadened basis of participation,
will enable the Company to reward the employees,
the directors and other selected participants for their
contributions to the Company.

(i) Qualifying participants

The directors may, at its absolute discretion, invite any
person belonging to any of the following classes of
participants, to take up options to subscribe for shares:
(@a) any employee (whether full-time or part-time
including any executive director but excluding any
non-executive director) of the Company, any of
its subsidiaries or any entity (“Invested Entity”) in
which any member of the Company holds an equity
interest;

BRESTERR GO RBEE

(a)

(b)

BRABENERETS

RABEREBERAFEERIBRAER S
PR E R RR KRG - AARBERERD
AREIE A B MR B X H14,000,00017 8 ik
18 ARBARREBER -

FEEREER _ZE—NF+_-_A=+—H
AIATHE « BUBS AR MR =T —RF+=
B=+—8  {tERERXAFAEERBRE
ETEI TR M XRTTE 2 B -

BT S

BHEMR - ZE—RHF+-_A=+—H8 K
NEEREERETZRE R ER T
BRI - BRI RIS D E BIKHE
I

(/=)

BRI E ER AR AR LB
TREEZEE  (ERHETHHAR
FIFTEE R BB R HBY - EFR
5 B R IR S EEE
BEARBEAREHAREMELR
BHES  EFRHEMEHEN2H
= o

(i) SHALER

EFEAREBHMIEE  BFENT
SRR RIS EE B R A TR R BAE
BB

ARRE -~ EEMMERRRA
REVEMRIAK B R BFFA RAE
BENEMNER(IXREER])
MR ER (Tim/E 2Bk
B BERATESESIERE
IEAITES) ¢

(aa)
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(bb) any non-executive directors (including independent
non-executive directors) of the Company, any of its
subsidiaries or any Invested Entity;

(cc) any supplier of goods or services to any member of
the Company or any Invested Entity;

(dd) any customer of any member of the Company or
any Invested Entity;

(ee) any person or entity that provides research,
development or other technological support to any
member of the Company or any Invested Entity;

(ff)  any shareholder of any member of the Company or
any Invested Entity or any holder of any securities
issued by any member of the Company or any
Invested Entity;

(9g) any advisor (professional or otherwise) or consultant
to any area of business or business development of
any member of the Company or any Invested Entity;

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

and, for the purposes of the Share Option Scheme, the
offer for the grant of option may be made to any company
wholly owned by one or more persons belonging to any
of the above classes of participants.

(i) Maximum number of shares

(@) The maximum number of shares which may be
issued upon the exercise of all outstanding options
granted and yet to be exercised under the Share
Option Scheme and any other share option scheme
adopted by the Company must not in aggregate
exceed 30% of the share capital of the Company in
issue from time to time.
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(bb)

(co)

The total number of the shares which may be
allotted and issued upon the exercise of all options
(excluding, for this purpose, options which have
lapsed in accordance with the terms of the Share
Option Scheme and any other share option scheme
of the Company) to be granted under the Share
Option Scheme and any other share option scheme
of the Company must not in aggregate exceed 10%
of the shares in issue on the Listing Date, being
40,000,000 shares (“General Scheme Limit”).

Subject to (aa) above but without prejudice to (dd)
below, the Company may seek approval of the
shareholders of the Company in general meeting
to refresh the General Scheme Limit provided that
the total number of shares which may be allotted
and issued upon exercise of all options to be
granted under the Share Option Scheme and any
other share option scheme of the Company must
not exceed 10% of the shares in issue as of the
date of approval of the limit and, for the purpose
of calculating the limit, options (including those
outstanding, cancelled, lapsed or exercised in
accordance with the Share Option Scheme and
any other share option scheme of the Company)
previously granted under the Share Option
Scheme and any other share option scheme of the
Company will not be counted. The circular sent
by the Company to its shareholders shall contain,
among other information, the information required
under Rule 17.02(2)(d) of the Listing Rules and
the disclaimer required under Rule 17.02(4) of the
Listing Rules.

Subject to (aa) above and without prejudice to
(cc) above, the Company may seek separate
shareholders’ of the Company approval in general
meeting to grant options beyond the General
Scheme Limit or, if applicable, the extended limit
referred to in (cc) above to participants specifically
identified by the Company before such approval
is sought. In such event, the Company must send
a circular to its shareholders containing a generic
description of the specified participants, the number
and terms of options to be granted, the purpose of
granting options to the specified participants with
an explanation as to how the terms of the options
serve such purpose and such other information
required under Rule 17.02(2)(d) of the Listing Rules
and the disclaimer required under Rule 17.02(4) of
the Listing Rules.

(bb)

(cc)
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(v)

(v)

Maximum entitlement of each participant

The total number of shares issued and which may fall
to be issued upon the exercise of the options granted
under the Share Option Scheme and any other share
option scheme of the Group (including both exercised or
outstanding options) to each grantee in any 12-month
period shall not exceed 1% of the issued share capital
of the Company for the time being (“Individual Limit”).
Any further grant of options in excess of the Individual
Limit in any 12-month period up to and including the
date of such further grant must be separately approved
by the shareholders of the Company in general meeting
of the Company with such grantee and his associates
abstaining from voting. The number and terms (including
the exercise price) of options to be granted must be fixed
before the approval of the shareholders of the Company
and the date of the board meeting for proposing such
further grant should be taken as the date of grant for the
purpose of calculating the exercise price under note (1) to
Rule 17.03(9) of the Listing Rules.

Time of acceptance and exercise of options

An option may be accepted by a participant within 21
days from the date of the offer of grant of the option.

An option may be exercised in accordance with the terms
of the Share Option Scheme at any time during a period
to be determined and notified by the directors to each
grantee, which period may commence from the date of
the offer for the grant of options is made, but shall end in
any event not later than 10 years from the date of grant of
the option subject to the provisions for early termination
thereof. Unless otherwise determined by the directors and
stated in the offer for the grant of options to a grantee,
there is no minimum period required under the Share
Option Scheme for the holding of an option before it can
be exercised.
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(vi)

(vii)

(viii)

Subscription price for the shares and consideration for
the option

The subscription price for the shares under the Share
Option Scheme shall be a price determined by the
directors, but shall not be less than the highest of (i)
the closing price of the shares as stated in the Stock
Exchange’s daily quotations sheet for trade in one or
more board lots of the shares on the date of the offer for
the grant, which must be a business day; (ii) the average
closing price of shares as stated in the Stock Exchange’s
daily quotations for the five business days immediately
preceding the date of the offer for the grant; and (iii) the
nominal value of a Share.

A nominal consideration of HK$1 is payable on
acceptance of the grant of an option.

Period of the Share Option Scheme

The Share Option Scheme will remain in force for a period
of 10 years commencing on 25 March 2011 and will
expire on 24 March 2021.

Shares available for issue under the Share Option
Scheme

As at 31 December 2015 and at the date of this report,
the total number of shares which may be issued pursuant
to the exercise of options which may be granted under
the Share Option Scheme was 40,000,000 shares,
representing about 9.48% of the issued share capital of
the Company as at 31 December 2015 and about 9.43%
as at the date of this report.

(c) Share Award Plan

58

The Board may, subject to and in accordance with the rules

of the Share Award Plan, make an award of shares to certain
classes of eligible participants as specified in the Share Award
Plan, as determined by the Board from time to time on the
basis of the Board’s opinion as to the proposed awardee’s
contribution and/or future contribution to the development and
growth of the Group. The shares and other trust fund for the
implementation of the Share Award Plan are administered by
a trustee or trustees (the “Share Award Plan Trustee”) to be
appointed by the Company.
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Under the Share Award Plan, the Board shall determine the
eligibility of the eligible participants and the number of shares to
be awarded (the “Awarded Shares”) and notify the Share Award
Plan Trustee of the making of awards. The Share Award Plan
Trustee shall then set aside the appropriate number of Awarded
Shares pending the transfer and vesting to the relevant
participants out of a pool of shares which shall comprise of,
among others, shares either (1) transferred to it from any
person (other than the Group) by way of gift; (2) purchased by
the Share Award Plan Trustee out of the funds received by it by
way of gift or for nominal consideration; and (3) subscribed for
or purchased by the Share Award Plan Trustee out of the funds
allocated by the Board out of the Group’s resources, subject to
the terms and conditions of the rules of the Share Award Plan.
The Share Award Plan Trustee may purchase shares on the
Stock Exchange at the prevailing market price or off market.
In respect of off-market transactions, purchases shall not be
made with any connected person, nor shall the purchase price
be higher than the lower of (1) the closing market price on the
date of such purchase, and (2) the average closing market
price for the five preceding trading days on which shares of
the Company were traded on the Stock Exchange. In any
given financial year of the Company, the maximum numbers of
shares to be purchased by the Share Award Plan Trustee shall
not exceed 10% of the total number of shares in issue of the
Company at the beginning of such financial year. The Share
Award Plan Trustee may also subscribe for new shares at par or
at such other subscription price as instructed by the Board out
of the Group’s contribution if the Board considers it appropriate
to do so. The Company shall comply with the relevant Listing
Rules when granting the Awarded Shares.

The legal and beneficial ownership of the relevant Awarded
Shares shall vest in the relevant selected participant within 10
business days after the latest of (1) the date specified on the
notice of the award given by the Board to the Share Award
Plan Trustee; and (2) where applicable, the date on which the
condition(s) or performance target(s) (if any) to be attained by
such selected participant as specified in the related notice of
award have been attained and notified to the Share Award Plan
Trustee by the Board in writing.

Unless early termination by the Board, the Share Award Plan
shall be valid and effective for a term of 10 years commencing
from the adoption date. Up to and as at 31 December 2015,
4,945,000 shares had been awarded under the Share Award
Plan.
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

Save as disclosed in note 30(a) to the financial statements and in
the sections headed “Directors’ Report — Continuing Connected
Transactions” in this annual report, no director nor a connected entity
of a director had a material interest, either directly or indirectly, in
any transactions, arrangements or contracts of significance to the
business of the Group to which the Company or any of its subsidiaries
was a party subsisted at the end of the year or at any time during the
year.

CONTINUING CONNECTED TRANSACTIONS

During the year, the Group had conducted the following continuing
connected transactions which were required to be disclosed
pursuant to Rules 14A.71 of the Listing Rules. Such transactions
were the related party transactions disclosed in note 30 to the
financial statements. The Company has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules.

(@) CCT Tenancy Agreements

Meco Group, a company incorporated in Hong Kong with
limited liability, is principally engaged in property investment. It is
owned as to 50% by Mr. CHAN Man Wai, 35% by Mr. YIP Shu
Ming and 15% by Mr. KU Hok Chiu. Dongguan Well Excellent,
a company established in the PRC with limited liability, is
principally engaged in property leasing. It is wholly owned by
HK Well Excellent, an investment holding company incorporated
in Hong Kong with limited liability and owned as to 50% by Mr.
CHAN Man Wai, 35% by Mr. YIP Shu Ming and 15% by Mr. KU
Hok Chiu. As Mr. CHAN Man Wai, Mr. YIP Shu Ming and Mr.
KU Hok Chiu are the controlling shareholders of the Company
and executive directors, each of Meco Group and Dongguan
Well Excellent is a connected person of the Company under the
Listing Rules.

Pursuant to the CCT Tenancy Agreements entered into
between the Group as lessee and Meco Group or (as the
case may be) Dongguan Well Excellent as landlord, the Group
agreed to lease the premises set out below for a specific term
expiring on 31 December 2015. The leased premises are used
for operation of restaurant, training centre or ancillary office by
the respective Group member.

EENEARS - RSN ER

RIS IRRMIFE30(a) RAF M EE S HME —#F
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Further details in relation to the premises leased from Meco
Group and Dongguan Well Excellent are set out below:

Leases with Meco Group:

RXEEE/ER:

() 9Ap2013
“E-ZFEANE

@ 9Api2013
“E-ZERANA

i

U
()

U

0

()
()

U

Units 2101, 2102, 2108, 2105,
2106, 2107 and 2108, Block H,
Expo Square, Dongcheng District,
Dongguan City,

Guangdong Province,

the PRC

Restaurant
HEEREREN AR
HEEHEHE101 - 2102
2103+ 2105 2106~ 2107k
2108%

£E

Units, 2058, 2068, 2078, 2088,
2098, 2248, 2258, 2308, 2318,
2348, 2358, 2418, 2428, 2438,
2448, 2458, and 2468, Shenzhen
Cinema, Zhonghai Commercial, 1
Xinyuan Road, Luohu District,
Shenzhen,

the PRC

Restaurant

PER ENEHER 15
BRI BFr2058 -
2068 * 2078 + 2088 ~ 2098 *
2048 ~ 2258 + 2308 ~ 2318 *
2348 ~ 2358 + 2418 ~ 2428 »
2438~ 2448 » 2458 2468%
2B
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1 January 2013 to
31 December 2015
RMBS, 744,000
“E-ZF-f-A
ECE-0F
tzA=+-7:
AREES, 744,007

1 January 2013 to
31 December 2015:
RMB1,631,088
“E-Zf-f-H
ETE-RF
tZA=1+-8:
ARH1631,0887C
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BREXREEMRE=HENHEY RN

BESIET

Monthly rent of RMB104,000 is payable by
the Group to Meco Group in advance
each month. Such rent is inclusive
of rental tax and exclusive of water,
electricity, telephone, television, heat,
gas, property management, cleaning,
internet, car park and indoor facilties
maintenance fees.

AEEANGAREREERAZAA
HAR®104,0007 - %M
AERERE EEKE 5B
3% EHE RRE MRE.
WEERE ERE LBE-
FEERENRIGHEE -

Monthly rent of RMB45,308 is payable by
the Group to Meco Group in advance
each month. Such rent is inclusive
of rental tax and exclusive of water,
electricity, telephone, television, heat,
gas, property management, cleaning,
internet, car park and indoor facilties
maintenance fees.

AEEEGAREREERA N
ABAREL53087 - FHfie
BEReRETREKE B8
EEE ERE RRE MRE
NEERE E2E LBE.
FEERENRGHEE -

1 January 2013 to
31 December 2015
—Z-=%#-f-H
E2E-RE

tZA=1-A

1 January 2013 to
31 December 2015
“E-ZF-f-A
2-E-0F
+-f=t-H
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()

()
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@ 9Api2013 0
“Z-ZENANA

62

Units 3138, 3148, 3158, 3178,
Level 3, Shenzhen Ginema,
Zhonghai Commercial, 1 Xinyuan
Road, Luohu District,

Shenzhen,

the PRC

Training centre and ancilary office
ERYIE AR AR5
BRI B 3E3138
3148 3158  3178%
SEPORRERLE

Unit 1 on Level 6, Shenzhen
Cinema, Zhonghai Commercid,
1 Xinyuan Road, Luohu District,
Shenzhen,

the PRC

Restaurant

HERY EREHER 1
PR R =
2B

1 January 2013 to
31 December 2015:
RMB1,080,000
(Note 2)

—E-=£-f-H
ECE-1%
+-A=+-A:
AE1,080,0007
(Hito)

1 January 2013 to
31 December 2015
RMBS, 744,000
“E-ZF-f-H
RTE-RF
TZAZT-R:
ARH3 7440007

Monthly rent of RMB30,000 is payable by
the Group to Meco Group in advance
each month. Such rent is inclusive
of rental tax and exclusive of water,
electricity, telephone, television, heat,
gas, property management, cleaning,
internet, car park and indoor facilties
maintenance fees.

AEBEREARERRERAH
RBAR30,0007 - %14
afERen  EABREKE 88
FiHE ETHE KRB
MRE NEERE F2E.
LRE REERERRMAEEE -

Monthly rent of RMB104,000 is payable by
the Group to Meco Group in advance
each month. Such rent is inclusive
of rental tax and exclusive of water,
electrictty, telephone, television, heat,
gas, property management, cleaning,
internet, car park and indoor faciliies
maintenance fees.

AEEARNGAREREBRAIXA
R ARE104,0007 ° %H 2
BfEReR  EFaEKE .

% EiHE IRE RRE
MAE WEERE FRE-
LRE  RREERERRIEEEE -

1 January 2013 to
31 December 2015
(Early terminated
on 31 August 2014)
(Note 2)

“$-=5-j-H
E-Z-RE
+ZA=1+-A
(T5-mE
NA=T—BEE
L) (Hitz)

1 January 2013 to
31 December 2015
“E-ZF-f-H
B2 E-RF
t-B=1-H

TANG PALACE (CHINA) HOLDINGS LIMITED E& (HhE) ZEAR QT



DIRECTORS' REPORT

R

Lease with Dongguan Well Excellent:

EREMZE/RE
B 9Apil2013 () Units 3106, 3107, 3108, 4106, 1 January 2013 to
“Z-=EMANA 4107 and 4108, Block H, Expo 31 December 2015:
Square, Dongcheng District, RMBS,096,000
Dongguan City, —Z-=#-f-H
Guangdong Province, ECET-RF
the PRC tZR=1-R:
i) Restaurant ARE3,096,0007
(I PHERERZHRIE
fHEEZHES106 + 3107+
3108+ 4106 * 4107 [24108%
i EE
Notes:

(1) The rent was arrived at after arm’s length negotiations between
the parties and determined by reference to the prevailing market
rent of the premises.

(2] For better resources utilisation, the relevant tenancy was early
terminated on 31 August 2014. Thus, the total rent payable under
that CCT Tenancy Agreement was reduced to RMB600,000.

(8)  The above CCT Tenancy Agreements have expired on 31
December 2015. On 11 January 2016, the Group has renewed
the above CCT Tenancy Agreements No.1, 2, 4 and 5 and made
announcement as required under Chapter 14A of the Listing
Rules.
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Monthly rent of RMB86,000 is payable by
the Group to Dongguan Well Excellent
each month. Such rent is inclusive
of rental tax and exclusive of water,
electricity, telephone, television, heat,
gas, property management, cleaning,
internet, car park and indoor faciliies
maintenance fees.

AEEENGARRTEERARAA
BARHE6,0007 - HieBERS
B BTeEkE B8 EEE-
IHE BRE NRE MEER
B 2% PE BBERER
R EE -

Bt

1 January 2013 to
31 December 2015
I =
E-E-RF
T-A=+-H

(1) ZEEERSTAFEBAL2RBZE S

BITMSHEESET -

@ REZRER FREECRANE_ZF

—EENA=Z+ BRI At - &
CCTHEHAENHSABRAEARR
600,0007T °

W ECCTHEREN-_Z—RF+=-A
=+—HE®R AFEERZ-Z—XKF
—At+—BEENALCCTHEMZSE—
— R RBEWR ETRANFI4AEZE
SKIERAE -
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Master service agreement for the purchase,
manufacture, installation and maintenance of
kitchen equipment

Chiu Kwun, a company incorporated in the PRC with limited
liability in April 1990, is principally engaged in the manufacture,
sale, installation and maintenance of kitchen equipment and
provision of consultancy services related to kitchen equipment
and kitchen layout. It is indirectly wholly owned by Mr. KU Hok
Chiu. As Mr. KU Hok Chiu is a substantial shareholder of the
Company and executive director, Chiu Kwun is a connected
person of the Company under the Listing Rules.

On 12 March 2014, the Group entered into a three-year-term
master service agreement with Chiu Kwun commencing from
1 January 2014 and expiring on 31 December 2016. Pursuant
to which the Group agreed to purchase new kitchen equipment
from and engage Chiu Kwun for the manufacture, installation
and maintenance of kitchen equipment on such terms and
conditions and at such prices to be determined from time to
time by the parties on case by case basis after arm’s length
negotiations. For each transaction under the master service
agreement, the parties shall enter into separate contract or
order, provided that the terms and conditions of each contract
or order shall be (a) on normal commercial terms; and (b) on
terms which we consider to be no less favorable to the Group
than terms offered by independent third parties suppliers to the
Group for such products or services of comparable quality. The
master service agreement could be terminated earlier by three
months’ written notice by either party.

As the design for Pepper Lunch restaurants requires the
prior approval of SFBI (Asia-Pacific) Pte. Ltd., as franchisor,
the Group has not engaged and do not intend to engage
Chiu Kwun for provision of the above goods and services
in respect of Pepper Lunch restaurants. In 2014 and 2015,
the total amount of fee paid by the Group to Chiu Kwan was
RMB1,728,000 and RMB1,316,000 respectively. The directors
estimate that the annual transaction amount payable by the
Group to Chiu Kwun under the master service agreement will
not exceed RMB7.5 million for the years ending 31 December
2016.

(b)

BE RE ZERREFERBHA
[iES

BES KR —NNAZTEN A+ B
R BREERR] - TRUERE - 5
& RERREFEREIIEHERRER
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" o ARG HER THERRXS
RIRETRTLEBANNATE R
BRIRTEMIRFIRITR() T A —REE
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(Asia-Pacific) Pte. Ltd.({EA45EF A ) B4k
B MAEERERESZEBEHE
FlERRRETFHBES - R —1W
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FIE D Rl A AREE1,7280007T kA R
1,316,0007T ° EHhET - REEZZ—X
F+ZA=1+—HILFE  AEEREZ
R e R BB F R B 3B B
SHBBAREISEBEIT -
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The independent non-executive directors have reviewed and
confirmed that the above continuing connected transactions
undertaken by the Group were entered into (i) in the ordinary and usual
course of business of the Group; (i) on normal commercial terms or
better; and (iii) in accordance with the relevant agreements governing
the transactions on terms that are fair and reasonable and in the
interests of the shareholders of the Company as a whole, as required
in Rule 14A.55 of the Listing Rules.

Ernst & Young, the Company’s auditors, was engaged to report
on the Group’s continuing connected transactions in accordance
with the Hong Kong Standard on Assurance Engagements 3000
(Revised) “Assurance Engagements Other Than Audits or Reviews
of Historical Financial Information” and with reference to Practice
Note 740 “Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong
Institute of Certified Public Accountants. Ernst & Young have issued
their unqualified letter containing their conclusions in respect of the
continuing connected transactions disclosed in (a) and (b) above by
the Group in accordance with Rule 14A.56 of the Listing Rules. A
copy of the auditors’ letter has been provided by the Company to the
Hong Kong Stock Exchange.

MANAGEMENT CONTRACTS

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

PENSION SCHEMES

The employees employed in the PRC are members of the state-
managed retirement benefit schemes operated by the PRC
government. The PRC subsidiaries are required to contribute a
certain percentage of their payroll to the retirement benefit schemes
to fund the benefits. The only obligation of the Group with respect to
the retirement benefit schemes is to make the required contributions
under the schemes.

The Group also operates a Mandatory Provident Fund Scheme (“MPF
Scheme”) for all its qualifying employees in Hong Kong. The assets
of the MPF Scheme are held separately from those of the Group
in funds under the control of trustees. Under the rule of the MPF
Scheme, the employer and its employees are each required to make
contributions to the scheme at rate specified in the rules.

The Group contributed RMB21.7 million to the above mentioned
schemes for the year ended 31 December 2015.
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MAJOR CUSTOMERS AND SUPPLIERS

Aggregate sales attributable to the Group’s five largest customers
were less than 30% of the Group’s total sales for the year and
aggregate purchases attributable to the Group’s five largest suppliers
were less than 30% of the Group’s total purchases for the year.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the year, the trustee of the Share Award Plan pursuant to
the terms of the trust deed of the Share Award Plan, purchased on
the Stock Exchange a total of 1,232,000 shares of the Company
at a total consideration of approximately RMB1,752,000. Save as
disclosed above, neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s listed securities.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is
recommended by the Remuneration Committee on the basis of
their merit, qualifications and competence. The emoluments of the
directors are reviewed by the remuneration committee, having regard
to the Company’s operating results, individual performance and
comparable market statistics. The Company has adopted a Pre-IPO
Share Option Scheme, Share Option Scheme and Share Award Plan
as an incentive to directors and eligible employees, details of each of
the schemes are set out on pages 54 to 59 in this annual report.

PRE-EMPTIVE RIGHTS

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

TAX RELIEF AND EXEMPTION

The Company is not aware of any tax relief and exemption available
to the shareholders of the Company by reason of their holding of the
Company’s securities.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the directors, at least 25% of the
Company’s total issued share capital was held by the public as at the
date of this report.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

None of the directors or substantial shareholders of the Company or
any of their respective associates has engaged in any business that
competes or may compete with the business of the Group.

NON-COMPETE UNDERTAKING

Mr. CHAN Man Wai, Mr. YIP Shu Ming, Mr. KU Hok Chiu, Best
Active Investments Limited, Current Success Investments Limited
and Bright Mind Investments Limited, have given an irrevocable non-
compete undertaking in favour of the Group pursuant to which each
of them irrevocably, unconditionally, jointly and severally undertaken,
among other matters, not to, directly or indirectly, carry on, invest in
or be engaged in any business which would or may compete with the
business of the Group. Details of the Non-compete Undertaking have
been set out in the section headed “Relationship with our Controlling
Shareholders” in the Prospectus.

The Non-compete Undertaking has become effective from the Listing
Date.

The Company has received the confirmation from the Controlling
Shareholders in respect of their compliance with the terms of the
Non-compete Undertaking from the Listing Date to the date of this
report.

The independent non-executive directors had reviewed the
compliance with and enforcement of the terms of the Non-compete
Undertaking by the Controlling Shareholders from the Listing Date to
the date of this report.

PERMITTED INDEMNITY PROVISION

The Articles of Association of the Company provides that the
Directors for the time being of the Company shall be indemnified and
secured harmless out of the assets of the Company from and against
all actions, costs, charges, losses, damages and expenses which
they or any of them, shall or may incur or sustain by reason of any act
done, concurred in or omitted in or about the execution of their duty
or supposed duty in their respective office, except such (if any) as
they shall incur or sustain through their own fraud or dishonesty.

The Company has taken out insurance against the liabilities and costs

associated with defending any proceedings which may be brought
against the Directors of the Company.
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EQUITY-LINKED AGREEMENTS

Save for the share option scheme and share award plan disclosed in
note 25 to the financial statements, no equity-linked agreements were
entered into during the year or subsisted at the end of the year.

AUDIT COMMITTEE

The Audit Committee has reviewed the accounting policies,
accounting standards and practices adopted by the Group and the
consolidated financial statements and results of the Group for the
year ended 31 December 2015.

AUDITORS

Ermnst & Young will retire and a resolution for their re-appointment as
auditors of the Company will be proposed at the forthcoming AGM.

On behalf of the Board
YIP Shu Ming
Chairman

Hong Kong
24 March 2016
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INDEPENDENT AUDITORS REPORT

A8 3 A% Bl e o

e
EY =

To the members of Tang Palace (China) Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Tang
Palace (China) Holdings Limited (the “Company”) and its subsidiaries
set out on pages 71 to 151, which comprise the consolidated
statement of financial position as at 31 December 2015, and the
consolidated statement of profit or loss, the consolidated statement
of comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITORS’ RESPONSIBILITY

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

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.
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To the members of Tang Palace (China) Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

AUDITORS’ RESPONSIBILITY (Continued)

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

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

OPINION

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

Ernst & Young

Certified Public Accountants
Hong Kong

24 March 2016
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

n‘/jJ\ *ﬁ ﬁ]l %:_{

Year ended 31 December 2015
HE-_Z—RFT+-A=+—HIEFE

2015 2014
—E—RfF —E—E
Notes RMB’000 RMB’000
ki AR¥T R ARBTT
Revenue Wz 5 1,088,147 989,048
Other income HAKA 5 29,486 25,861
Cost of inventories consumed EEFERA (434,745) (402,840)
Staff costs B TR (302,455) (256,279)
Depreciation of items of property, M WEKRREEE
plant and equipment e (57,200) (55,812)
Utilities and consumables N HERF S OB R (62,515) (58,153)
Rental and related expenses He kAR (117,226) (105,918)
Other expenses HAihFX (75,964) (68,619)
Finance costs BB AN 7 (509) (1 97)
Share of losses of joint ventures E(E& & ARIEE (2,435)
PROFIT BEFORE TAX B AR A 6 64,584 67,091
Income tax expense FiSBiFR 10 (15,995) (14,891)
PROFIT FOR THE YEAR REERR 48,589 52,200
Attributable to: BN
Owners of the Company ViN/NETE =N 48,589 53,200
Non-controlling interests FEPERRAE - (1,000)
48,589 52,200
EARNINGS PER SHARE ATTRIBUTABLETO  AARIEERERES
ORDINARY EQUITY HOLDERS AELZBREF
OF THE COMPANY 12
Basic (RMB cents) ER(AREE D) 11.53 12.69
Diluted (RMB cents) HEHEARES) 11.53 12.69
Details of the dividends proposed for the year are disclosed in  FEREZIRE 7 sF GRS HmERMI 1 1R HE o

note 11 to the financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

,i, I\ »
Frr 4 W R 3
Year ended 31 December 2015
E—E—AE+-—RA=1T—HIEE

2015 2014
= —F-mEF
RMB’000 RMB’000
AR¥ T ARETIT
PROFIT FOR THE YEAR AE A 48,589 52,200
OTHER COMPREHENSIVE INCOME/(LOSS) Hit2mEWE (FE)
Other comprehensive income/(loss) to be REZPEEET S EEERZ
reclassified to profit or loss in subsequent Efb2m|
periods: Wzs,/ (E518) -
Exchange differences on translation of foreign ~ HAE BN ETE 2
operations PE i =%8 (1,225) 24
TOTAL COMPREHENSIVE INCOME FORTHE ~ FRZ2ERZEA5E
YEAR 47,364 52,224
Attributable to: BB
Owners of the Company ZINNEIE Z =N 47,364 53,224
Non-controlling interests FEIE IR - (1,000)
47,364 52,224
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

S 0 BB SR O

81 December 2015
RZE—hF+=A=+—H

2015 2014
—E-AF —ZT—F
Notes RMB’000 RMB’000
ik AR®TT AREFT
NON-CURRENT ASSETS FREBEE
Property, plant and equipment M R NGRS 13 159,948 167,910
Intangible assets R E 14 13,060 10,378
Investments in joint ventures TEEGERNT 15 9,574 —
Deposits bireia 17 28,451 28,812
Deferred tax assets RIEFIAE = 22 8,998 5,897
Total non-current assets IERE R EATR 220,031 212,997
CURRENT ASSETS REBEE
Inventories FE 16 40,609 36,288
Trade and other receivables and prepayments & 5 &E ﬁﬂf& W k38 &
FET R 17 34,247 24,559
Due from joint ventures EULE & A’“ 20 1,703 =
Pledged time deposits [Eiw E,HET?TA 18 68,000 25,000
Time deposits TE B 18 36,954 25,543
Cash and cash equivalents B kBEEHE 18 297,873 273,357
Total current assets MENEERE 479,386 384,747
CURRENT LIABILITIES REBEE
Trade and other payables B 5 N E i E ZRIE 19 202,157 166,679
Due to joint ventures EfRtE & AT 20 3,171 =
Due to a related company S —FA] Eﬁi_ 20 1,019 1,649
Interest-bearing bank borrowings sTERITEE 21 65,268 22,160
Tax payable AN 4,906 2,990
Total current liabilities mENAER 276,521 193,478
NET CURRENT ASSETS ;;.@JEE‘EE 202,865 191,269
TOTAL ASSETS LESS CURRENT REERRBAS
LIABILITIES 422,896 404,266
NON-CURRENT LIABILITIES FREBEME
Deferred tax liabilities EERIEBE 22 1,236 950
Net assets BEFE 421,660 403,316
EQUITY s
Equity attributable to owners of ARREE AEGEER
the Company
Issued capital BEITIRA 23 35,409 35,221
Reserves it 24 386,251 368,095
Total equity B 421,660 403,316
YIP Shu Ming CHAN Man Wai
ESOL B
Director Director
EE EBE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
o B £ 5 T o6

Year ended 31 December 2015
BE_Z—hET-A=1T—HIEE

Year ended 31 December 2014 BE2-—ZE—NF+=-A=1+—HLFE

At1 January 2014 RE-ME-f-H 3,133 55,531 23,201 1137 74,326 (1,208 183361 71417 1000 dnar
Proft for he year g - - - - - - B0 B0 (00 520
Other comprehiensive income EREDRENG

forthe year:

Bxchange difeence on tansifon ~ AEEHEEMELH

offoregn operations EiZE - - - - - ] - 4 - 4

Total comprehensive income ERrEiEaR

forthe year - - - - - A 53200 53224 (1,000) 52,204
Equity-seted share option IRAEE RS

arrangement % = - - 10 - - - 10 - 10
Evercise ofshare optons iR 20 8 1877 -1 - - - 718 - 718
Final 2013 dividend declred ER-E-=FRERe -2 - - - - -l - i
Transfer from retained profis BEfEE - - 470 - - - t70) - - -
At 31 Decernber 2014 NE-RE+-A=1-A B2 Hwy BT EE R (1244 236,081 403316 - 403316
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Year ended 31 December 2015 BE-_Z—HF+-A=1+—HLFE

Attributable to owners of the Company

KATERARE
Share  Statutory Share Exchange Non-
Issued  premium  general option Other fluctuation  Retained controlling Total
capital  account  reserve  reseve  reserve  reserve profits Total interests equity
AE-Hk EX5E

BRARA  BHER R BRERE REER  BR  RERA M ERRR  fE
Noes  RMBODD  RMBOO)  RMBOO  RMBOOO  RMBOXO  RMBOX  RMBON  RMBOD  RMBOO  RMBON

fiz  AEMTn ARMTR ARRTR ARMTR ARMTR ARMTR ARMTR ARMTR ARMTR ARMTR

(note 23) (note24)  (note25)  (note24)
W22 Wiz (g2 (s
At 1 January 2016 NE-1%-A-H 35,21 3,05° 26T S TARE (1,244 236,081 403316 - 403316
Proft for he year Epgi - - - - - - 43R 48589 S Y
Other comprehensiveincomefor —~~ ERAB2ENE :
the year:
Bichenge diference on trensktion ~ REISIEERELH
of foregn operafions EiZE - - - - - (1,225) - (1,225) - (1,225)
Total comprefensive income EREmhREE
forthe year - - - - - (1,225 48589 47,364 - 47,364
Issue of shares under sharg BERA SRR
award plan 23(b) 168 2780 - - - - - 2968 - 2968
Finel 2014 dvidend declared ER_E-MERERE - 989 - - - - - 9 - 3199
Transfer from retaned profts RERHEE - - 2,105 - - - iy - - -
At 31 December 2015 N-F-RE+-A=1-H 35,409 6,047 25762" S T4 (2469 262,565+ 421,660 - 421,660
5 These reserve accounts comprise the consolidated reserves of ~ * W EFERFES4Ha BRI T G E
RMB386,251,000 (2014: RMB368,095,000) in the consolidated A R #386,251,000T (= F —AF : ARK
statement of financial position. 368,095,0007T) °
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CONSOLIDATED STATEMENT OF CASH FLOWS

22 /N Nl = R

% Bl EME 53

Year ended 31 December 2015
E—E—AE+-—RA=1T—HIEE

2015 2014
—E-afF —ZE-F
Notes RMB’000 RMB’000
Kt AR®T AREFT
CASH FLOWS FROM OPERATING RETHRSASRE
ACTIVITIES
Profit before tax A A 64,584 67,091
Adjustments for: EHEE
Finance costs D ®N 7 509 197
Interest income F 2 U A & (2,530) (2,673)
Depreciation of items of property, W - BE M EEE
plant and equipment BIE 6 57,200 55,812
Amortisation of intangible assets B 6 2,494 1,500
Gain on disposal of items of property, plant HEWE BEK
and equipment HAHIEE 6 (38) =
Share of losses of joint ventures EihEERRIEE 2,435 =
Equity-settled share option expense BAEEERER 25 - 110
Equity-settled share award plan expense IR A BB B i 2R AT
219 25 2,968 _
127,622 122,037
Increase in inventories e (4,943) (6,768)
Increase in trade and other B 5 Rk E A e GRIE
receivables and prepayments INSEUNER =R il (12,648) (172)
Decrease in deposits BaRL 361 5,380
Increase in trade and other payables B 5 NEMmERFUE
340 39,019 24,194
Movements in balances with joint ventures LA &N A 2 SR (1,318) -
Decrease in an amount due to FE—FEIEE R AR
a related company A (630) (2,609)
Cash generated from operations REEFNFTSIR G 147,463 142,062
Interest paid 2RFLE (509) (197)
Income taxes paid EFTER (16,616) (15,316)
Net cash flows from operating activities KEEBMSRERE
FER 130,338 126,549
CASH FLOWS FROM INVESTING REZHAERERE
ACTIVITIES
Interest received BEUH B 2,530 2,673
Purchases of items of property, BEYE  BWENRE
plant and equipment EH (63,950) (67,464)
Proceeds from disposal of items of property, HEWE « BE K&RE
plant and equipment I8 B Z TS sIE 4,550 302
Additions to intangible assets RNEEFEE - (365)
Deemed disposals of subsidiaries BRIELERNB AR 26 (3,290) -
Decrease/(increase) in time deposits FEHERUR A,/ (36 hn) (11,411) 1,902
Increase in the pledged time deposits B B ROE N (43,000) (25,000)
Net cash flows used in investing activities WEEBTARE
MEFEE (114,571) (87,952)
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2015 2014

—E-HEF — T
Note RMB’000 RMB’000
it ARETT ARETFTT
CASH FLOWS FROM FINANCING MEEEIERERE
ACTIVITIES
Proceeds from issue of shares 1T FT1S RI8 - 718
New bank loans HgiRITE K 42,000 22,160
Dividends paid BT E (31,988) (22,153)
Net cash flows from financing activities B EEFEIRE
= FE 10,012 725
NET INCREASE IN CASH AND HEeERBESESEEM
CASH EQUIVALENTS R 25,779 39,322
Cash and cash equivalents at beginning of year ¢‘%}J ZHEERIRESEE 273,357 234,035
Effect of foreign exchange rate changes, net [ERBE) BT (1,263) -
CASH AND CASH EQUIVALENTS FERZEERREEE
AT END OF YEAR 297,873 273,357

ANALYSIS OF BALANCESOF CASHAND B4 RESZBEZ9H
CASH EQUIVALENTS

Cash and bank balances e MIRTTAE R 18 263,432 255,669
Non-pledged time deposits with original maturity & Y& RE|H B DR
of less than three months when acquired = (& A &Y 7E 2R
VEZ/Y 18 34,441 17,688
Cash and cash equivalent as stated in the RiFERERERTIER
consolidated statement of cash flows MIEE MBS EE 18 297,873 273,357
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2015
R—ZE—AF+-_A=+—H

78

CORPORATE INFORMATION

Tang Palace (China) Holdings Limited (the “Company”) was
incorporated in the Cayman Islands under the Companies Law
as an exempted company with limited liability and its shares are
listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The registered office of the Company is located at
Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman,
KY1-1111, Cayman Islands and its principal place of business
is located at Unit 3, 10th Floor, Greenfield Tower, Concordia
Plaza, No. 1 Science Museum Road, Kowloon, Hong Kong.

During the year, the Group was principally engaged in
restaurant operations and food productions.

Information about subsidiaries

Particulars of the Company’s principal subsidiaries are as
follows:

RAEHR

BEE(hB)ZERERAR(AAR]) AR
BRARNERHESRS MK I ERES
AR EROREBBEIZMERA
AI([BERPT]) BT o AR ARt EE
I P2 Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman, KY1-1111,
Cayman Islands + fH = Z& B R
BENENBEB1RR LR ESEE10ES

=
= °

FR - AEETFEREFEREENRRE
Ez o

B2 ARV E

TEMBRATFBNOT

Place of Issued Percentage of
incorporation/ ordinary/ equity interest
establishment registered  indirectly attributable to
Name and operations share capital the Company Principal activities
HMRY,/  ERTEER/  ALNEMEEGRE
8 RUREREH R Aol IEXK
2015 2014
~B-1f T
Beijing Chaobei Tang Palace Seafood PRC/Mainland China HK$3,000,000 100 100  Restaurant operations
Restaurant F &8 Co., Ltd. ™" FERE 3,000,000 Lege
IRALE T BERRRERAF
Beijing Chaowang Tang Palace Seafood PRC/Mainland China HK$3,000,000 100 100 Restaurant operations
Restaurant Co., Ltd. " PEIRI 8,000,000 megg
IR EHERAR
Beijing Haoyuan Tang Palace Seafood PRC/Mainland China RMB3,000,000 100 100 Restaurant operations
Restaurant Co, Ltd. " REIR  AK®3,000,0007T mERE
ERHRE R SEHERAR
Beijing Mingzu Tang Palace Seafood PRC/Mainland China RMB5,000,000 100 100 Restaurant operations
Restaurant Co,, Ltd. " EIR,  ARHES5,000,0007 s
tRRRE = SEHERAF
Beijing New Century Tang Palace Seafood PRC/Mainland China RMB3,000,000 100 100 Restaurant operations
Restaurant Co,, Ltd. ™" Bl AR3,000,0007 meRe

TRt EEEENARAR "
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1. CORPORATE INFORMATION (Continued) 1. 2RARERE

MEQRNER (&)

Information about subsidiaries (continued)

Particulars of the Company’s principal subsidiaries are as FEMBAREBON : (&)

follows: (continued)

Place of Issued Percentage of
incorporation/ ordinary/ equity interest
establishment registered indirectly attributable to
Name and operations share capital the Company Principal activities
ARRL,/  CROEER/  ALNSMBEGRE
8 RUREXBI SRR BAl TEXH
2015 2014
~B-1f T
Beijng Well Excellent Tang Palace F & B PRC/Mainland China HK$3,000,000 100 100 Restaurant operations
Co., Ltd. 7 hE R 3,000,000/ megs
REEEERRBERAR "
Beijing Well Excellent Tang Palace Seafood PRC/Mainland China RMB5,000,000 100 100 Restaurant operations
Restaurant Co., Ltd. " PR AKR5000,0007T BegeE
FREEESBERERAR "
Cheng Du Tang Palace Social Place Catering PRC/Mainland China RMB100,000 100 - Restaurant operations
Management Co,, Ltd. hEA  ARE100,0007 Mg
RHER  BERERBRAR"
Cheng Du Well Excellent Tang Palace PRC/Mainland China RMB100,000 100 - Restaurant operations
Catering Management Co., Ltd. ”* mER  ARY100,0007T s
R ER=ENERARAR"
Dongguan Expo Tang Palace Seafood PRC/Mainland China HK$3,000,000 100 100 Restaurant operations
Restaurant Co., Ltd, 7 A 3,000,000i87T mageE
REHBESSEHERAR "
Excellent Tang Palace Food and Beverage Group Hong Kong HK$20,000 100 100 Investment holding and
Company Limited BE 20,000/ 7T restaurant operations
BUEERRERERAR REBRREZER
Hangzhou Well Excellent Tang Palace Seafood PRC/Mainland China RMB3,000,000 100 100 Restaurant operations
Restaurant Co., Ltd. " fERME  AKS,000,0007T BegeE

SRS BARLT
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CORPORATE INFORMATION (Continued)

Information about subsidiaries (continued)

Particulars of the Company’s principal subsidiaries are as

follows: (continued)

Name

1

Ninja House Jiangnan Cuisine F & B (Shenzhen)
Co., Ltd. "
RERTE—SHACR)ERAR

Shanghai Changning Tang Palace Seafood
Restaurant Co., Ltd. 7

FEREREAESERAT

Shanghai Hongkou Tang Palace Seafood
Restaurant Co., Ltd. 7"

HEINEEESARAT

Shanghai Honggiao Tang Palace Seafood
Restaurant Co., Ltd. 7

HETRERERHARAT

Shanghai Minhang Tang Palace Seafood
Restaurant Co., Ltd. ™"

BB R AR

Shanghai Pudong Tang Palace Seafood
Restaurant Co., Ltd. 7"

LERREEAEHARAT

Shanghai Putuo Tang Palace F &B Co., Ltd.
LEERESERBRAR

Place of
incorporation/
establishment

and operations
MR/
RYREFLH

PRC/Mainland China
BRI R,

PRC/Mainland China
BRI R,

PRC/Mainland China
B

PRC/Mainland China
BB

PRC/Mainland China
BRI R,

PRC/Mainland China
B

PRC/Mainland China
BB

TANG PALACE (CHINA) HOLDINGS LIMITED E= (HE) ERAERR A

1. RAERAE

MERRNER (F)

Issued
ordinary/
registered
share capital
BRITEER/
ERA

HK$2,000,000
2,000,000 7

HK$3,000,000
3,000,000 7

RMB13,500,000
AR#13,500,0007C

RMB6,000,000
AK#6,000,0007T

USD480,000
480,000

USD150,000
150,000% T

RMB500,000
AR#500,0007C

TEMBRBFBNOT

Percentage of
equity interest
indirectly attributable to
the Company
RAREREERE
Aol

2015 2014
-1 -—T-IF
100 100

100 100

100 100

100 100

100 100

100 100

100 100

(%)

Principal activities

IRRH

Restaurant operations

Restaurant operations

Restaurant operations

Restaurant operations

Restaurant operations

Restaurant operations

Restaurant operations



CORPORATE INFORMATION (Continued)

Information about subsidiaries (continued)

Particulars of the Company’s principal subsidiaries are as

follows: (continued)

Name

1

Shanghai Tang Palace Food Co., Ltd. "
FEESRmERAR™

Shanghai Well Excellent Tang Palace F & B
Co., Ltd. 7
EgER=ERARAR

Shanghai Yangpu Tang Palace Seafood
Restaurant Co., Ltd. 7

HERREEEEHARLT

Shanghai Zhabei Tang Palace Seafood
Restaurant Co., Ltd. 7"

LERtEREEHERAR

Shenzhen Well Excellent Tang Palace F & B
Co,, Ltd. 7"
B LR EERAERAT

Suzhou Well Excellent Tang Palace Seafood
Restaurant Co., Ltd. 7

FMNGEERBEHARAR

Tang’s Cuisine (Macau) Limited *

EEERER(RM)-ABRLA

Tang Dian (Shanghai) Catering Management
Co., Ltd. "
EH(LE)ERERERAR"
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Place of
incorporation/
establishment

and operations
MR/
RUREXBI

PRC/Mainland China
HER

PRC/Mainland China
B R

PRC/Mainland China
BB R

PRC/Mainland China
HEIA

PRC/Mainland China
HER

PRC/Mainland China
HER

Macau
2P

PRC/Mainland China
HER

1. RAERAE)

ML RNER (F)

Issued
ordinary/
registered
share capital
BRITEER/
SRR

USD150,000
150,000%7

RMB3,000,000
AK3,000,0007T

HK$12,000,000
12,000,000 7C

HK$1,000,000
1,000,000 7

HK$3,000,000
3,000,000/ 7T

HK$3,000,000
3,000,000/ 7T

MOP6,000,000
6,000,000 7

RMB5,000,000
AR#5,000,0007T

B30 UNCIES p

Percentage of
equity interest
indirectly attributable to
the Company
RAAEREGRE
BAl

2015 2014
-1 -—T-IF
100 100

100 100

100 100

100 100

100 100

100 100

100 100

100 -

(%)

Principal activities

IRRH

Food production
RERM
Restaurant operations

o
mEgeE

Restaurant operations

Restaurant operations

Restaurant operations

Restaurant operations

Restaurant operations
mEER

Restaurant operations
WEER
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CORPORATE INFORMATION (Continued)

Information about subsidiaries (continued)

Particulars of the Company’s principal subsidiaries are as

follows: (continued)

Name

1

Tang Palace Social Place Catering Limited

EEBERERAR

Vital Pepper (Beijing) Catering Management
Co,, Ltd. 7"
ENBRCLR) ERERARAT

Vital Pepper (Shanghai) Catering Management
Co,, Ltd. 7"
AR B RARAR

Prosperous Tang F&B Group Limited
EERREEARAR

ok

Place of
incorporation/
establishment

and operations
MR/
RYREFLH

Hong Kong

&

PRC/Mainland China
HEIA

PRC/Mainland China
B R,

Hong Kong
&R

Not audited by Ernst & Young, Hong Kong or another member
firm of the Ernst & Young global network

These subsidiaries are registered as wholly-foreign-owned
enterprises under Mainland China law.

The company names in English of the Company’s subsidiaries

disclosed above are for identification only.

1. RAERAE

MERRNER (F)

Issued
ordinary/
registered
share capital
BRITEER/
ERA

HK$10,000,000
10,000,000 7

RMB21,000,000
AR#21,000,0007T

US$2,100,000
2,100,000%7C

HK$100,000
100,000 7T

*

*k

TEMBRBFBNOT

Percentage of
equity interest
indirectly attributable to
the Company
RARBREERE
Aol

2015 2014
ZE8-1f -—T-IF

100 100

100 100

100 100

100 100

(%)

Principal activities

IERRH

Restaurant operations

Restaurant operations

Bege

Restaurant operations

Intangible assets holding
REEVEE

FELAK BTN EF T (BB HAMZKE
FHEPEE TR AE K B N m) &%

X E M 2 AIIRIE A B A A M

WEINELE -

AR L R 2 A2 X R E

Bl e
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2.1

CORPORATE INFORMATION (Continued)
Information about subsidiaries (continued)

Particulars of the Company’s principal subsidiaries are as
follows: (continued)

The above table lists the subsidiaries of the Company which, in
the opinion of the directors, principally affected the results for
the year or formed a substantial portion of the net assets of the
Group. Details of other subsidiaries had not been included as,
in the opinion of the directors, they did not have any material
impact on these financial statements.

BASIS OF PREPARATION

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) (which include all Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKASs”) and
Interpretations) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”), accounting principles generally
accepted in Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinance. The financial statements
have been prepared under the historical cost convention. These
financial statements are presented in Renminbi (“RMB”) and
all values are rounded to the nearest thousand except when
otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December
2015. A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Company. Control is
achieved when the Group is exposed, or has rights, to variable
returns from its involvement with the investee and has the ability
to affect those returns through its power over the investee (i.e.
existing rights that give the Group the current ability to direct
the relevant activities of the investee).

ANNUAL REPORT 2015 —Z — A 4 F
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DNEER(H
MEQRNER (&)

TEMBRARFENT : (&)

EERR - LRIBEBEREFERE
ABERAKEEEFEZIERONAR
B AR - IEFAEMMBLRRZH
B AREERAREMBARLNZENM
BWMRWBEMBRTZE o

AR BHRRDBBEBGAMAG([EE
SN ) BANFEY KRS EL
([BRMBHRELER D (BEFNEEABEE
BUBHRERER - FEGAEM(ELEE
AHEA D ERE) ARG RAEE
BARBURPD Z WERTE - AP BHEKRE
RIBESLKABIIRE - RIAARET A
RE D25 BRBHEAIN  AERED
FEEREIN TR -

BHtEE

RERBHRRBEARRRENE QA
(GBI AEE DEE-_Z—HF+_H
=+t HLEFENMBERE - WBLARS
AATEZRKEREFNER(BEEREE
) - EAKEE2EERE R RESEK
BRESTHER  WHENBEHERR
BRI (BB AT T AR B 5 8% %
KRERAIRBEBNEE ) 2R AR ZE
ZECR TR - HEEEE -
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2.1

84

BASIS OF PREPARATION (Continued)
Basis of consolidation (Continued)

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing
whether it has power over an investee, including:

(@  the contractual arrangement with the other vote holders
of the investee;

(b)  rights arising from other contractual arrangements; and
(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for
the same reporting period as the Company, using consistent
accounting policies. The results of subsidiaries are consolidated
from the date on which the Group obtains control, and continue
to be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the Group
and to the non-controlling interests, even if this results in the
non-controlling interests having a deficit balance. 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.

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 described in
the accounting policy for subsidiaries above. A change in the
ownership interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(ii) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, i)
the fair value of any investment retained and (jii) any resulting
surplus or deficit in profit or loss. The Group’s share of
components previously recognised in other comprehensive
income is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the
Group had directly disposed of the related assets or liabilities.
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NOTES TO THE FINANCIAL STATEMENTS

2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES

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

Defined Benefit Plans:
Employee Contributions
Annual Improvements to Amendments to a number of

2010-2012 Cycle HKFRSs

Amendments to HKAS 19

Annual Improvements to Amendments to a number of
2011-2013 Cycle HKFRSs

Other than as explained below regarding the impact of
amendments to HKFRS 8 included in Annual Improvement to
HKFRSs 2010-2012 Cycle, the adoption of the above revised
standards has had no significant financial effect on these
financial statements.

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

HKFRS 8 Operating Segments: Clarifies that an entity must
disclose the judgements made by management in applying the
aggregation criteria in HKFRS 8, including a brief description
of operating segments that have been aggregated and the
economic characteristics used to assess whether the segments
are similar. The amendments also clarify that a reconciliation of
segment assets to total assets is only required to be disclosed
if the reconciliation is reported to the chief operating decision
maker.

In addition, the Company has adopted the amendments to the
Listing Rules issued by the Hong Kong 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 financial statements is
on the presentation and disclosure of certain information in the
financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
U 255 A B ik

2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG 23 EEMEERERNEBVBRELEL
FINANCIAL REPORTING STANDARDS
The Group has not applied the following new and revised AREBWENZETIERRAER 7B
HKFRSs, that have been issued but are not yet effective, in MR AR LR F ] REET TR U
these financial statements. HEZAER] o
HKFRS 9 Financial Instruments? EaB TGRS XER AT A2
e
Amendments to HKFRS 10 Sale or Contribution of Assets BB IEREER REZHRIEE
and HKAS 28 (2011) between an Investor and its F10RREEGET A= N7 g
Associate or Joint \enture? ZEBI| 52855 B &
(ZZ—F)(85]) LA+
Amendments to HKFRS 10, Investment Entities: Applying BB RS A R REEEL : EFA
HKFRS 12 and HKAS 28 the Consolidation Exception! 1055 - HAEME HERE
(2011) WELEAFE125R R
BB AERIF 285
(1857)
Amendments to HKFRS 11 Accounting for Acquisitions of EBIM SRS WEER A &= BH
Interests in Joint Operations' ESREACCHD) B S5 %
HKFRS 14 Regulatory Deferral Accounts? BRI B REER EEFERE?
F145%
HKFRS 15 Revenue from Contracts with BB IEREER EEA AW 72
Customers? F155%
Amendments to HKAS 1 Disclosure Initiative’ BB ERIE1R R
(1831
Amendments to HKAS 16 Clarification of Acceptable EBESERE16SE BEAESTER
and HKAS 38 Methods of Depreciation LEEeE| b F =
and Amortisation’ 385 (1BF])
Amendments to HKAS 16 Agriculture: Bearer Plants’ BERQFERE16 EX - £EMLEY
and HKAS 41 REBGHER
EALHCCEID)
Amendments to HKAS 27 Equity Method in Separate ERGTERIE2THR BRI
(2011) Financial Statements! (ZT——F)({&5]) Pyl
Annual Improvements Amendments to a number of “E-—FE-FN HELEERBVER
2012-2014 Cycle HKFRSs! FHF E uE EERAEET
1 Effective for annual periods beginning on or after 1 January 2016 1 RZE—NF—A—HIZBARZEE
B A
2 Effective for annual periods beginning on or after 1 January 2018 2 R-ZTE—N\F— B2 BRHABZFE
BRI A
3 Effective for an entity that first adopts HKFRSs for its annual 3  HERRMWEBMBREEAMNERER=
financial statements beginning on or after 1 January 2016 and T—RNF— A B2 BRAENFETS
therefore is not applicable to the Group WRAES AT ERARAEE
4 No mandatory effective date yet determined but is available for 4 SBARETE R ik B HR - (B A I

adoption
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2.3

NOTES TO THE FINANCIAL STATEMENTS

ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

Further information about those HKFRSs that are expected to
be applicable to the Group is as follows:

In September 2014, the HKICPA issued the final version
of HKFRS 9, bringing together all phases of the financial
instruments project to replace HKAS 39 and all previous
versions of HKFRS 9. The standard introduces new
requirements for classification and measurement, impairment
and hedge accounting. The Group expects to adopt HKFRS
9 from 1 January 2018. The Group is currently assessing the
impact of the standard upon adoption and expects that the
adoption of HKFRS 9 will have an impact on the classification
and measurement of the Group’s financial assets.

The amendments to HKFRS 10 and HKAS 28 (2011) address
an inconsistency between the requirements in HKFRS 10 and
in HKAS 28 (2011) in dealing with the sale or contribution of
assets between an investor and its associate or joint venture.
The amendments require a full recognition of a gain or loss
when the sale or contribution of assets between an investor
and its associate or joint venture constitutes a business. For a
transaction involving assets that do not constitute a business,
a gain or loss resulting from the transaction is recognised in
the investor’s profit or loss only to the extent of the unrelated
investor’s interest in that associate or joint venture. The
amendments are to be applied prospectively. The Group
expects to adopt the amendments from 1 January 2016.

The amendments to HKFRS 11 require that an acquirer of
an interest in a joint operation in which the activity of the joint
operation constitutes a business must apply the relevant
principles for business combinations in HKFRS 3. The
amendments also clarify that a previously held interest in a joint
operation is not remeasured on the acquisition of an additional
interest in the same joint operation while joint control is retained.
In addition, a scope exclusion has been added to HKFRS 11
to specify that the amendments do not apply when the parties
sharing joint control, including the reporting entity, are under
common control of the same ultimate controlling party. The
amendments apply to both the acquisition of the initial interest
in a joint operation and the acquisition of any additional interests
in the same joint operation. The amendments are not expected
to have any impact on the financial position or performance of
the Group upon adoption on 1 January 2016.
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NOTES TO THE FINANCIAL STATEMENTS
U 255 A B ik

2.3

88

ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

HKFRS 15 establishes a new five-step model to account
for revenue arising from contracts with customers. Under
HKFRS 15, revenue is recognised at an amount that reflects
the consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer. The
principles in HKFRS 15 provide a more structured approach
for measuring and recognising revenue. The standard also
introduces extensive qualitative and quantitative disclosure
requirements, including disaggregation of total revenue,
information about performance obligations, changes in contract
asset and liability account balances between periods and key
judgements and estimates. The standard will supersede all
current revenue recognition requirements under HKFRSs. In
September 2015, the HKICPA issued an amendment to HKFRS
15 regarding a one-year deferral of the mandatory effective date
of HKFRS 15 to 1 January 2018. The Group expects to adopt
HKFRS 15 on 1 January 2018 and is currently assessing the
impact of the adoption of HKFRS 15 upon adoption.

Amendments to HKAS 1 include narrow-focus improvements
in respect of the presentation and disclosure in financial
statements. The amendments clarify:

(i) the materiality requirements in HKAS 1;

(i) that specific line items in the statement of profit or
loss and the statement of financial position may be
disaggregated;

(i) that entities have flexibility as to the order in which they
present the notes to financial statements; and

(iv) that the share of other comprehensive income of
associates and joint ventures accounted for using the
equity method must be presented in aggregate as a single
line item, and classified between those items that will or
will not be subsequently reclassified to profit or loss.

Furthermore, the amendments clarify the requirements that
apply when additional subtotals are presented in the statement
of financial position and the statement of profit or loss. The
Group expects to adopt the amendments from 1 January 2016.
The amendments are not expected to have any significant
impact on the Group’s financial statements.
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2.3

3.1

NOTES TO THE FINANCIAL STATEMENTS

ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

Amendments to HKAS 16 and HKAS 38 clarify the principle
in HKAS 16 and HKAS 38 that revenue reflects a pattern
of economic benefits that are generated from operating a
business (of which the asset is part) rather than the economic
benefits that are consumed through the use of the asset. As a
result, a revenue-based method cannot be used to depreciate
property, plant and equipment and may only be used in very
limited circumstances to amortise intangible assets. The
amendments are to be applied prospectively. The amendments
are not expected to have any impact on the financial position or
performance of the Group upon adoption on 1 January 2016
as the Group has not used a revenue-based method for the
calculation of depreciation of its non-current assets.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Investments in joint ventures

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

The Group’s investments in joint ventures are stated in the
consolidated statement of financial position at the Group’s
share of net assets under the equity method of accounting less
any impairment losses.

Adjustments are made to bring into line any dissimilar
accounting policies that may exist.

The Group’s share of the post-acquisition results and other
comprehensive income of joint ventures is included in the
consolidated statement of profit or loss and consolidated other
comprehensive income, respectively. In addition, when there
has been a change recognised directly in the equity of the
joint venture, the Group recognises its share of any changes,
when applicable, in the consolidated statement of changes in
equity. Unrealised gains and losses resulting from transactions
between the Group and its joint ventures are eliminated to the
extent of the Group’s investments in the joint ventures, except
where unrealised losses provide evidence of an impairment of
the asset transferred. Goodwill arising from the acquisition of
joint ventures is included as part of the Group’s investments in
joint ventures.
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20

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, deferred tax assets and financial assets), the asset’s
recoverable amount is estimated. An asset’s recoverable
amount is the higher of the asset’s or cash-generating unit’s
value in use and its fair value less costs of disposal, and is
determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from
other assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which the
asset belongs.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and
the risks specific to the asset. An impairment loss is charged
to the statement of profit or loss in the period in which it arises
in those expense categories consistent with the function of the
impaired assets.

An assessment is made at the end of each reporting period
as to whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased.
If such an indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that
asset, but not to an amount higher than the carrying amount
that would have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised for the
asset in prior years. A reversal of such an impairment loss is
credited to the statement of profit or loss in the period in which
it arises.
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NOTES TO THE FINANCIAL STATEMENTS

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Related parties

A party is considered to be related to the Group if:

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

(i)
(ii
(i)

or

has control or joint control over the Group;
has significant influence over the Group; or

is @ member of the key management personnel of
the Group or of a parent of the Group;

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

U

(i)

(i)

(iv)

(vi)

(vii

(viil)

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

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

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

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

the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group;

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

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

the entity, or any member of a group of which it is a
part, provides key management personnel services
to the Group or to the parent of the Group.
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3.1

92

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Property, plant and equipment and depreciation

Property, plant and equipment, are stated at cost less
accumulated depreciation and any impairment losses. The
cost of an item of property, plant and equipment comprises its
purchase price and any directly attributable costs of bringing
the asset to its working condition and location for its intended
use.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs and
maintenance, is normally charged to the statement of profit or
loss in the period in which it is incurred. In situations where the
recognition criteria are satisfied, the expenditure for a major
inspection is capitalised in the carrying amount of the asset as
a replacement. Where significant parts of property, plant and
equipment are required to be replaced at intervals, the Group
recognises such parts as individual assets with specific useful
lives and depreciates them accordingly.

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

Leasehold improvements  The shorter of the period of the
respective lease or 5 years
Furniture, fixtures and 20%-33%
equipment

Motor vehicles 20%—-25%

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation
method are reviewed, and adjusted if appropriate, at least at
each financial year end.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Property, plant and equipment and depreciation
(Continued)

An item of property, plant and equipment including any
significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss on disposal or
retirement recognised in the statement of profit or loss in the
year the asset is derecognised is the difference between the net
sales proceeds and the carrying amount of the relevant asset.

Intangible assets (other than goodwiill)

Intangible assets acquired separately are measured on initial
recognition at cost. The useful lives of intangible assets are
assessed to be either finite or indefinite. Intangible assets with
finite lives are subsequently amortised over the useful economic
life and assessed for impairment whenever there is an indication
that the intangible asset may be impaired. The amortisation
period and the amortisation method for an intangible asset with
a finite useful life are reviewed at least at each financial year
end.

Trademarks, franchises, licenses and concession right

Purchased trademarks, licenses and concession right are
stated at cost less any impairment losses and are amortised
on the straight-line basis over their estimated useful lives of 10
years.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted for
as operating leases. Where the Group is the lessee, rentals
payable under operating leases net of any incentives received
from the lessor are charged to the statement of profit or loss on
the straight-line basis over the lease terms.

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial
assets at fair value through profit or loss, loans and receivables
and available-for-sale financial investments, or as derivatives
designated as hedging instruments in an effective hedge, as
appropriate. When financial assets are recognised initially,
they are measured at fair value plus transaction costs that are
attributable to the acquisition of the financial assets, except in
the case of financial assets recorded at fair value through profit
or loss.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by
regulation or convention in the marketplace.

Subsequent measurement of loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. After initial measurement, such assets are subsequently
measured at amortised cost using the effective interest rate
method less any allowance for impairment. Amortised cost is
calculated by taking into account any discount or premium on
acquisition and includes fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation
is included in other income and gains in the statement of profit
or loss. The loss arising from impairment is recognised in the
statement of profit or loss in finance costs for loans and in other
operating expenses for receivables.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is primarily
derecognised (i.e., removed from the Group’s consolidated
statement of financial position) when:

o the rights to receive cash flows from the asset have
expired; or

° the Group has transferred its rights to receive cash flows
from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third
party under a “pass-through” arrangement; and either
(a) the Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has neither
transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the
asset.

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement,
it evaluates if and to what extent it has retained the risk
and rewards of ownership of the asset. When it has neither
transferred nor retained substantially all the risks and rewards
of the asset nor transferred control of the asset, the Group
continues to recognise the transferred asset to the extent of the
Group’s continuing involvement. In that case, the Group also
recognises an associated liability. The transferred asset and
the associated liability are measured on a basis that reflects the
rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over
the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of
consideration that the Company could be required to repay.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of financial assets

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset or a
group of financial assets is impaired. An impairment exists if
one or more events that occurred after the initial recognition of
the asset have an impact on the estimated future cash flows
of the financial asset or the group of financial assets that can
be reliably estimated. Evidence of impairment may include
indications that a debtor or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest
or principal payments, the probability that they will enter
bankruptcy or other financial reorganisation and observable
data indicating that there is a measurable decrease in the
estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first
assesses whether impairment exists individually for financial
assets that are individually significant, or collectively for
financial assets that are not individually significant. If the Group
determines that no objective evidence of impairment exists
for an individually assessed financial asset, whether significant
or not, it includes the asset in a group of financial assets with
similar credit risk characteristics and collectively assesses
them for impairment. Assets that are individually assessed for
impairment and for which an impairment loss is, or continues to
be, recognised are not included in a collective assessment of
impairment.

The amount of any impairment loss identified is measured as
the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future
credit losses that have not yet been incurred). The present value
of the estimated future cash flows is discounted at the financial
asset’s original effective interest rate (i.e., the effective interest
rate computed at initial recognition).
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NOTES TO THE FINANCIAL STATEMENTS

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Impairment of financial assets (Continued)
Financial assets carried at amortised cost (Continued)

The carrying amount of the asset is reduced through the use of
an allowance account and loss is recognised in the statement
of profit or loss. Interest income continues to be accrued on
the reduced carrying amount using the rate of interest used to
discount the future cash flows for the purpose of measuring
the impairment loss. Loans and receivables together with any
associated allowance are written off when there is no realistic
prospect of future recovery and all collateral has been realised
or has been transferred to the Group.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an event
occurring after the impairment was recognised, the previously
recognised impairment loss is increased or reduced by
adjusting the allowance account. If a write-off is later recovered,
the recovery is credited to the statement of profit or loss.

Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as
financial liabilities at fair value through profit or loss, loans
and borrowings, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in
the case of loans and borrowings, net of directly attributable
transaction costs.
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3.1

98

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial liabilities (Continued)
Subsequent measurement of loans and borrowings

After initial recognition, loans and borrowings are subsequently
measured at amortised cost, using the effective interest rate
method unless the effect of discounting would be immaterial,
in which case they are stated at cost. Gains and losses are
recognised in the statement of profit or loss when the liabilities
are derecognised as well as through the effective interest rate
amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective
interest rate amortisation is included in finance costs in the
statement of profit or loss.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under
the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of
an existing liability are substantially modified, such an exchange
or modification is treated as a derecognition of the original
liability and a recognition of a new liability, and the difference
between the respective carrying amounts is recognised in the
statement of profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position if there
is a currently enforceable legal right to offset the recognised
amounts and there is an intention to settle on a net basis, or to
realise the assets and settle the liabilities simultaneously.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the first-in, first-out basis. Net
realisable value is based on estimated selling prices less any
estimated costs to be incurred to completion and disposal.

Cash and cash equivalents

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

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

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be
made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the end of
the reporting period of the future expenditures expected to be
required to settle the obligation. The increase in the discounted
present value amount arising from the passage of time is
included in finance costs in the statement of profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS
U 255 A B ik

3.1

100

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Income tax

Income tax comprises current and deferred tax. Income tax
relating to items recognised outside profit or loss is recognised
outside profit or loss, either in other comprehensive income or
directly in equity.

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation
authorities, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reporting
period, taking into consideration interpretations and practices
prevailing in the jurisdictions in which the Group operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

o when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at
the time of the transaction, affects neither the accounting
profit nor taxable profit or loss; and

° in respect of taxable temporary differences associated
with investments in subsidiaries, when the timing of the
reversal of the temporary differences can be controlled
and it is probable that the temporary differences will not
reverse in the foreseeable future.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Income tax (Continued)

Deferred tax assets are recognised for all deductible temporary
differences, the carryforward of unused tax credits and any
unused tax losses. Deferred tax assets are recognised to the
extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the
carryforward of unused tax credits and unused tax losses can
be utilised, except:

° when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss; and

o in respect of deductible temporary differences associated
with investments in subsidiaries, deferred tax assets
are only recognised to the extent that it is probable that
the temporary differences will reverse in the foreseeable
future and taxable profit will be available against which the
temporary differences can be utilised.

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 profit will be available
to allow all or part of the deferred tax asset to be utilised.
Unrecognised deferred tax assets are reassessed at the end
of each reporting period and are recognised to the extent
that it has become probable that sufficient taxable profit will
be available to allow all or part of the deferred tax asset to be
recovered.

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

Deferred tax assets and deferred tax liabilities are offset if a
legally enforceable right exists to set off current tax assets
against current tax liabilities and the deferred taxes relate to the
same taxable entity and the same taxation authority.
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102

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

(@  from the sale of goods, when the significant risks and
rewards of ownership have been transferred to the buyer,
provided that the Group maintains neither managerial
involvement to the degree usually associated with
ownership, nor effective control over the goods sold;

(b)  service income, when the service is rendered;

(¢) commission income, on the completion of the transaction;
and

(d) interest income, on an accrual basis using the effective
interest method by applying the rate that exactly
discounts the estimated future cash receipts over the
expected life of the financial instrument to the net carrying
amount of the financial asset.

Share-based payments

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

The cost of equity-settled transactions with employees for
grants after 7 November 2002 is measured by reference to the
fair value at the date at which they are granted. The fair value is
determined by an external valuer using a binomial model, further
details of which are given in note 25 to the financial statements.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Share-based payments (Continued)

The cost of equity-settled transactions is recognised in
employee benefit expense, together with a corresponding
increase in equity, over the period in which the performance
and/or service conditions are fulfilled. The cumulative expense
recognised for equity-settled transactions at the end of each
reporting period until the vesting date reflects the extent to
which the vesting period has expired and the Group’s best
estimate of the number of equity instruments that will ultimately
vest. The charge or credit to the statement of profit or loss for
a period represents the movement in the cumulative expense
recognised as at the beginning and end of that period.

Service and non-market performance conditions are not
taken into account when determining the grant date fair
value of awards, but the likelihood of the conditions being
met is assessed as part of the Group’s best estimate of the
number of equity instruments that will ultimately vest. Market
performance conditions are reflected within the grant date fair
value. Any other conditions attached to an award, but without
an associated service requirement, are considered to be non-
vesting conditions. Non-vesting conditions are reflected in the
fair value of an award and lead to an immediate expensing of
an award unless there are also service and/or performance
conditions.

For awards that do not ultimately vest because non-market
performance and/or service conditions have not been met,
no expense is recognised. Where awards include a market or
non-vesting condition, the transactions are treated as vesting
irrespective of whether the market or non-vesting condition is
satisfied, provided that all other performance and/or service
conditions are satisfied.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Share-based payments (Continued)

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

Where an equity-settled award is cancelled, it is treated as if
it had vested on the date of cancellation, and any expense
not yet recognised for the award is recognised immediately.
This includes any award where non-vesting conditions within
the control of either the Group or the employee are not met.
However, if a new award is substituted for the cancelled award,
and is designated as a replacement award on the date that it
is granted, the cancelled and new awards are treated as if they
were a modification of the original award, as described in the
previous paragraph.

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

Employee benefits
Pension schemes

The Group operates a defined contribution Mandatory Provident
Fund retirement benefit scheme (the “MPF Scheme”) under the
Mandatory Provident Fund Schemes Ordinance for all of its
employees. Contributions are made based on a percentage of
the employees’ basic salaries and are charged to the statement
of 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 Group’s employer contributions vest
fully with the employees when contributed into the MPF
Scheme.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Employee benefits (Continued)
Pension schemes (Continued)

The employees of the Group’s subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. These
subsidiaries are required to contribute a certain percentage
of its payroll costs to the central pension scheme. The
contributions are charged to the statement of profit or loss as
they become payable in accordance with the rules of the central
pension scheme.

Dividends

Final dividends are recognized as a liability when they are
approved by the shareholders in a general meeting.

Interim dividends are simultaneously proposed and declared,
because the Company’s memorandum and articles of
association grant the directors the authority to declare interim
dividends. Consequently, interim dividends are recognised
immediately as a liability when they are proposed and declared.

Foreign currencies

These financial statements are presented in RMB, which is the
Company’s functional and presentation currency. Each entity
in the Group determines its own functional currency and items
included in the financial statements of each entity are measured
using that functional currency. Foreign currency transactions
recorded by the entities in the Group are initially recorded using
their respective functional currency rates prevailing at the dates
of the transactions. Monetary assets and liabilities denominated
in foreign currencies are translated at the functional currency
rates of exchange ruling at the end of the reporting period.
Differences arising on settlement or translation of monetary
items are recognised in the statement of profit or loss.
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3.1

106

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Foreign currencies (Continued)

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was
measured. The gain or loss arising on translation of a non-
monetary item measured at fair value is treated in line with the
recognition of the gain or loss on change in fair value of the item
(i.e., translation difference on the item whose fair value gain or
loss is recognised in other comprehensive income or profit or
loss is also recognised in other comprehensive income or profit
or loss, respectively).

The functional currencies of certain subsidiaries are currencies
other than the RMB. As at the end of the reporting period,
the assets and liabilities of these entities are translated into
the presentation currency of the Company at the exchange
rates prevailing at the end of the reporting period and their
statements of profit or loss are translated into RMB at the
weighted average exchange rates for the year.

For the purpose of the consolidated statement of cash flows,
the cash flows of the subsidiaries operate outside Mainland
China are translated into RMB at the exchange rates ruling at
the dates of the cash flows. Frequently recurring cash flows of
the subsidiaries operate outside Mainland China which arise
throughout the year are translated into RMB at the weighted
average exchange rates for the year.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange
fluctuation reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that
particular foreign operation is recognised in the statement of
profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS

3.2 SIGNIFICANT ACCOUNTING JUDGEMENTS AND

ESTIMATES

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets
and liabilities, and their accompanying disclosures, and the
disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amounts of the
assets or liabilities affected in the future.

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from
those involving estimations, which have the most significant
effect on the amounts recognised in the financial statements:

Impairment of assets

In determining whether an asset is impaired or the event
previously causing the impairment no long exists, the Group
has to exercise judgement in the area of asset impairment,
particularly in assessing: (1) whether an event has occurred that
may affect the asset value or such event affecting the asset
value has not been in existence; (2) whether the carrying value
of an asset can be supported by the net present value of future
cash flows which are estimated based upon the continued
use of the asset or derecognition; and (3) the appropriate key
assumptions to be applied in preparing cash flow projections
including whether these cash flow projections are discounted
using an appropriate rate. Changing the assumptions selected
by management to determine the level of impairment, including
the discount rates or the growth rate assumptions in the cash
flow projections, could materially affect the net present value
used in the impairment test.
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NOTES TO THE FINANCIAL STATEMENTS
U 255 A B ik

3.2

108

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (Continued)

Estimation uncertainty

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

Deferred tax assets

Deferred tax assets are recognised for unused tax losses
to the extent that it is probable that taxable profit will be
available against which the losses can be utilised. Significant
management judgement is required to determine the amount
of deferred tax assets that can be recognised, based upon
the likely timing and level of future taxable profits together with
future tax planning strategies. The carrying value of deferred tax
assets relating to recognised tax losses at 31 December 2015
was RMB2,854,000 (2014: RMB3,753,000). Further details
of the Group’s deferred tax are contained in note 22 to the
financial statements.

Depreciation of property, plant and equipment

The Group depreciates the different classes of property,
plant and equipment on a straight-line basis at applicable
depreciation rates over the estimated useful life. The useful
life is estimated with reference to the wear and tear history of
property, plant and equipment. The estimated useful life reflects
the directors’ estimate of the periods that the Group intends
to derive future economic benefits from the use of the Group’s
property, plant and equipment.
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NOTES TO THE FINANCIAL STATEMENTS

3.2 SIGNIFICANT ACCOUNTING JUDGEMENTS AND

ESTIMATES (Continued)
Estimation uncertainty (Continued)
Impairment of property, plant and equipment

The Group determines whether property, plant and equipment
are impaired when there are indicators that the carrying
amounts may not be recoverable. An impairment exists when
the carrying value of the property, plant and equipment exceeds
it recoverable amount, which is the higher of its fair value less
costs of disposal and its value in use. The calculation of the fair
values less costs of disposal is based on available date from
binding sales transactions in an arm’s length transaction of
similar assets or observable market price less incremental costs
for disposing of the asset. When value in use calculations are
undertaken, management must estimate the expected future
cash flows from the asset or cash-generating unit and choose
a suitable discount rate in order to calculate the present value
of those cash flows. Further details are given in note 13 to the
financial statements.

Impairment of intangible assets

The Group determines whether intangible assets are impaired
at least on an annual basis. This requires an estimation of the
value in use of the cash-generating. Estimating the value in
use requires the Group to make an estimate of the expected
future cash flows from the cash-generating units and also to
choose a suitable discount rate in order to calculate the present
value of those cash flows. The carrying amount of intangible
assets at 31 December 2015 was RMB13,060,000 (2014
RMB10,378,000). Further details are given in note 14 to the
financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
U 255 A B ik

110

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into
business units based on geographical areas and has three
reportable operating segments as follows:

(i) the Southern China region;
(i) the Eastern China region; and
(i)~ the Northern China region

Management monitors the results of its operating segments
separately for the purpose of making decisions about resources
allocation and performance assessment. Segment performance
is evaluated based on reportable segment profit/loss, which
is a measure of adjusted operating profit/loss before tax. The
adjusted profit/loss before tax is measured consistently with the
Group’s profit before tax except that head office and corporate
income and expenses are excluded from such measurement.

Inter-segment sales and transfers are transacted with reference
to the selling prices used for sales made to third parties at the
then prevailing market prices.

Information about major customers

There was no revenue from customers individually contributing
over 10% to the total revenue of the Group.
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NOTES TO THE FINANCIAL STATEMENTS
A 255 A B ik

4. OPERATING SEGMENT INFORMATION (Continued) 4. R&HIER(EF

B2 OBERZ5IT ¢

Segment information about the business is presented below:

Eastern China Northern China Total

31 @
2014 2015 2014 2015 2014
“T-mF Z%-3% -T-MF ZB-1f —T-I%
RMB'O00O  RMB’000  RMB'000  RMB'000  RMB'000
ARETT ARETR ARETT ARETR ARETR
Segment revenue: AEkES
Sales to extemnal customers NP=ERE 492508 310962 299939 1,088,147 989,048
Inter-segment sales NHEHE 22,353 - - %455 233
514,881 310,962 299,939 1,123,602 1,011,401
Reconciliation: E
Elimination of inter-segment sales 7 i & 43 (35,455)  (22,359)
Revenue e 1,088,147 989,048
Segment results I 44,49 23,805 28756 104,409 90217
Reconcifation: #f
Interest income FlEMA 482 471
Share of losses of joint ventures ~ [EFARARIEE (2,435) =
Unallocated expenses KRR (37,363 (25,400)
Finance costs BB (509) (197)
Profit before tax g bail 64,584 67,091
Other segment information; ~ EftAHER :
Depreciation of tems of property, 1% - BE R
plant and equipment BERE 26,719 15,712 16,901 56,832 55,411
Amortisation of intangible assets  &EF/ & = h67 190 172 757 739
Capital expenditure” EREY 21,466 24,578 25,890 31,621 16,561 10,219 63,917 66,318

*

Capital expenditure represents additions to property, plant and * BARFETIEREDE © BERRIEREE
equipment and intangible assets. BE o
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NOTES TO THE FINANCIAL STATEMENTS
U 255 A B ik
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OPERATING SEGMENT INFORMATION (Continued)

For management purposes, segment revenue and segment
results are the two key indicators provided to the Group’s chief
operating decision maker to make decisions about the resource
allocation and to assess performance. No segment asset
and liability information is presented as, in the opinion of the
directors, such information is not a key indicator provided to the
Group’s chief operating decision maker.

The Group’s revenue is arising from restaurant operations and
food productions.

Geographical information

All of the Group’s operations are located in the People’s
Republic of China (the “PRC”). The Group’s revenue from
external customers and all of its non-current assets are located
in the PRC, including Hong Kong and Macau.

REVENUE AND OTHER INCOME

Revenue represents the amounts received and receivable for
operation of restaurants, net of discounts and sales related
taxes during the year.

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

4.

REDWEN(A)

MERME - D EKE R FRERER
SEFELERKEIELEIRD B RFTZ
A*Bﬁfﬁﬂ’\]ﬁﬁﬁ?ﬂaj ° é%wu#ﬁ EEEA

HEENBBEEHMIIFRETAEE L2
%E?j%%ZI%%TﬁE - EUL B 2 Wt

AREBHWHTEXEEBLEENERL
Eo

HEER
NEBAKLERHUNPEARLM
B[R ]) - ANEE KRB IR F Rk
MEFRAERBEEHNNTE(BREES
KoRF) o

Wi & H Al A
WHEFARLEEE ChEREKRSE
(AR M ERETIE) -

AREE Y R EMPADHTLET

2015 2014
—F-RF —TMF
RMB’000 RMB’000
AR®T ARBTT
Revenue U 5
Gross revenue s 1,149,148 1,045,700
Less: Sales related tax B, SHERRETIIE (61,001) (56,652)
1,088,147 989,048
Other income Habugr A
Bank interest income SRITHI B U A 2,530 2,673
Commission income? A A 19,357 16,947
Gain on disposal of items of property, HEYE - BEKEE
plant and equipment I8 B W= 38 _
Others Hith 7,561 6,241
29,486 25,861
# Commission income represents commission received or W2 WA FE 5145 R I 2 i B YN 2L e

receivable in respect of sales of tea related products.

Wz
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6. PROFIT BEFORE TAX 6.

The Group’s profit before tax is arrived at after charging/

Bt A Al

AEB BN EMGE,(EL) TIE

(crediting): 17 :
2015 2014
—E-h8% —T-F
Notes RMB’000 RMB’000
ki AR¥T R ARBTT
Depreciation of items of property, Y - BENMEREIER 2
plant and equipment e 13 57,200 55,812
Amortisation of intangible assets A Y 14 2,494 1,500
Minimum lease payments under KEHE v HEHEEFHKE
operating leases 98,252 88,895
Contingent rents under operating KERE 2R
leases* 2,179 1,110
Auditors’ remuneration ZEREM BN & 1,000 960
Gain on disposal of items of property, HEWE - = &ZiE
plant and equipment THH 2 W (38) -
Gain on partial disposal of joint HEHEE QT
ventures*™ ol G (24) -
Directors’ remuneration EE 8 5,824 4,317
Employee benefit expense EERNAX (TR
(excluding directors’ and chief BEERITHESME)
executive’s remuneration) (Note 8): (#1:%8) :
Wages and salaries TERE® 271,995 232,598
Equity-settled share option expense A% 7N 45 & BE PR HERD & 25 - 110
Equity-settled share award AR A 45 B D 2D
plan expense IR 25 2,968 =
Pension scheme contributions RIRETEIER KR
(defined contribution scheme)” (EEaftEta) 21,668 19,254
296,631 251,962
Foreign exchange differences, net b H R HEE 115 (76)
* Contingent rents under operating leases are included in “Rental * EHEZ AL NGB EK L
and related expenses” in the consolidated statement of profit or [ 2 RiGEFZ F -
loss.

e Gain on partial disposal of joint ventures are included in “Share of
losses of joint ventures” in the consolidated statement of profit or
loss.

" At 31 December 2015, the Group had no forfeited contributions

available to reduce its contributions to the pension scheme in
future years (2014: Nil).
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7. FINANCE COSTS 7. ®BEKER
An analysis of finance costs is as follows: BEADHTIAT -
2015 2014
—F-1F —TWF
RMB’000 RMB’000
AR®TT ARBTT
Interest on bank loans SRITERF S 509 197
8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EERTHHARzZHM:
REMUNERATION

Directors’ and chief executive’s remuneration for the year,
disclosed pursuant to the Listing Rules, 383(1)(a), (b), (c) and
(f) of the Hong Kong Companies Ordinance and Part 2 of
the Companies (Disclosure of Information about Benefits of
Directors) Regulation, is as follows:

FRN - BBRTRERZHMESRE LR
Bl - FEREHEHIZE383(1)(a) * (b) * (c) &
MERARI(RBREEM=E R RHFE25
WERAAT :

2015 2014
—E-EF —T—mE
RMB’000 RMB’000
ARET T ARETIT
Fees we 2,160 2,160
Other emoluments: Hm e :
Salaries, allowances and benefits in e R NREYAD
kind 1,868 2,122
Equity-settled share award plan AR AR5 2 % 1n
expense RENETEIF S 25 1,752 -
Pension scheme contributions RORGTEI R 44 35
3,664 2,157
5,824 4,317

(@) Independent non-executive directors

The fees paid to independent non-executive directors
during the year were as follows:

(@) BIYFHITES

P AN FEURTEE 20D
T -

2015 2014

—F-RF —TAF

RMB’000 RMB’000

AR®T T ARBTFT

Mr. Kwong Chi Keung BRsR A 144 144
Mr. Kwong Ping Man BB IR St A 144 144
Mr. Cheung Kin Ting, Alfred IREXEE S A 144 144
432 432

There were no other emoluments payable to the
independent non-executive directors during the year
(2014: Nil).
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NOTES TO THE FINANCIAL STATEMENTS
A 255 A B ik

DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EEBERTHREARZM<(E)
REMUNERATION (Continued)
(b) Executive directors and chief executive (b) HITESRITHER
Salaries, Equity-
allowances  Performance Pension  settled share
and benefits related scheme  award plan Total
Fees in kind bonuses  contributions expense remuneration
BA&E
Feo2k  RUEE BIRGHE Re&R
we RENAE AL 5% Fig 53 HesE
RMB000 ~ RMB'OO0  RMB'000  RMB'000  RMBOO0  RMBO000
ABBTL ARMTR ARMTE ABMTR ARMTR  ARMTR
2015 —E-1f
Executive directors: HES:
Mr. Yip ShuMing (‘Mr. Vi) ERBREA([Ex4]) 480 846 - 15 - 1,341
Mr. Chan Man Wai (‘Mr. Chan’)  BRXCB 54 ([R%EE ) 384 - - 14 - 398
Mr. Ku Hok Chiu (M. Ku') Ly k() 384 - - - - 384
Ms. Weng Peine ('Ms. Weng  SEAZL([H%L]) 480 1,022 - 15 1,752 3,269
1,728 1,868 - 44 1,752 5,392
2014 —E-MmE
Exeoutive directors: HIES:
Mr. Yip Shu Ming EEmLs 480 756 - 12 = 1248
Mr. Chan Man Wai RXERE 384 - - 11 - 3%
Mr. Ku Hok Chiu Lyt 384 - - - - 384
Ms. Weng Peihe SEALL 480 932 434 12 - 1,858
1,728 1,688 434 35 - 3,885

Ms. Weng is also the chief executive of the Group.
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116

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included two
(2014: two) directors, details of whose remuneration are set out
in note 8 above. Details of the remuneration for the year of the
remaining three (2014: three) highest paid employees who are

AEBREHER

RERN AEE=HEEREMA(ZE
—mF - WR)ES c FMFEEN Lt
fiaE8 « RFEHB T =R(=_T—F :
=R)R=HEECGEARTESEHITRE

neither a director nor chief executive of the Company, are as

B)NFMFIB 25T ¢

follows:
2015 2014
—E-HF —T—F
RMB’000 RMB’000
AR® T ARETIT
Basic salaries and other benefits in kind EAHFH & MEMEYH S 2,680 2,529
Equity-settled share award plan expense R4 E MR Bt B 2 1,151 -
Performance related bonuses FIAHERE 2 TE4L - 651
Pension scheme contributions RRET IR 50 43
3,881 3,223

The number of non-director and non-chief executive, highest
paid employees whose remuneration fell within the following

bands is as follows:

B’A NS E R IFE S S THARER
RSFHMESNABLT

Number of employees

EEAZ

2015 2014

—E—-FHF —F—F

Nil to RMB1,000,000 Z & AR ®1,000,0007T 2 1
RMB1,000,001 to RMB1,500,000 AERH4,000,001 T2 AR

1,500,0007T - 2
RMB1,500,001 to RMB2,000,000 AR#A 500,001 T8 AREE

2,000,0007T 1 —

3 3
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10. INCOME TAX 10. FR8%
The Company was incorporated in the Cayman Islands and ARBPHASHES MK @ WERRE
is exempted from income tax. It is not subject to tax in other MPTET « NRBIHAMANEAMD B EERR
jurisdictions. HELIR o
Taxes on profits assessable elsewhere have been calculated at H At 3 75 8 FE AR Tt aa M AR IE T IR AN R E &
the rates of tax prevailing in the jurisdictions in which the Group ERERDEER 2 IRITMEFE - XAF]
operates. The Company’s subsidiaries in Mainland China are A B A 2 B8 A BB BN R B25%
subject to income tax at the rate of 25% (2014: 25%). (ZZ=—F : 25%) 215 o
2015 2014
—E-hfF —E-mF
RMB’000 RMB’000
AR®T T ARETT
Current — PRC BNEf—rp
Charge for the year REEREZ 18,506 16,252
Underprovision in prior years TEBREBETR 176 =
Current — Hong Kong ENER— & 128 -
Deferred (Note 22) BE(Hi7t22) (2,815) (1,361)
Total tax charge for the year NFFERIAR S 858 15,995 14,891
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10.

118

INCOME TAX (Continued)

A reconciliation of the tax expense applicable to profit before
tax at the statutory rate for the country in which the Company
and the majority of its subsidiaries are domiciled to the tax
expense at the effective tax rate, and a reconciliation of the

10. FRSH(HE)

HEMERE

=7

BERANAR B REKE M B AR T
BIR AER R REB ARG M E 2B
BMEAEZHBER Y
B RERBRR(BNEERR)BAFEE

applicable rate (i.e., the statutory tax rate) to effective tax rate, PREREBRAN T ¢
are as follows:
2015 2014
—E-5F —E-mE
RMB’000 % RMB’000 %
AR®TR ARETIT

Profit before tax B Ao A 64,584 67,091
Tax at the statutory tax rate BEEREREN 16,146 25.0 16,773 25.0
Lower tax rates enacted by 2B R E R R

local authority (2,689) (8.2) (4,079) 6.1)
Losses attributable to joint ventures &4 A RIfEIGEIR 402 0.6 = =
Adjustment in respect of current tax it 5& Al 2R BN EAF 1B

of previous periods F{Ea% 176 0.3 = =
Effect of withholding tax at 10% AEEHEfE AR

on the distributable profits YR 9 K 4 1 B

of the Group’s PRC subsidiaries 10%TEHTH AT E 286 0.4 - -
Income not subject to tax HAMT WA (82 - (384) (0.6)
Expenses not deductible for tax TREFFL 2 S0 1,427 2.2 2,459 3.7
Tax losses utilised from FFABREHE

previous periods W EE (335) (0.5) (150) (0.2)
Tax losses not recognised RERZBBER 2,294 35 1,769 2.6
Others Hitb (1,630) (2.5) (1,497) 2.2)
Tax charge at the Group’s FAREAEEER

effective rate for the year AEAE 7 FHERS 15,995 24.8 14,891 22.2
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11.

12.

NOTES TO THE FINANCIAL STATEMENTS

A e i

DIVIDENDS 11. B2
2015 2014
—E-&8%F —TF
RMB’000 RMB’000
ARBTT ARETTT
Proposed final — HK10.9 cents ZiEAE — FR
(2014: HK9.5 cents) T 3EA%10.978 1L
per ordinary share (ZZ—WF : 9.5/%(l) 38,823 31,887
The proposed final dividend for the year is subject to the INEE 75 AR B BEKAKANRRER

approval of the company’s shareholders at the forthcoming
annual general meeting.

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE COMPANY

The calculation of the basic earnings per share amount is based
on the profit for the year attributable to ordinary equity holders
of the Company, and the weighted average number of ordinary
shares of 421,248,342 (2014: 419,142,742) in issue during the
year.

The calculation of the diluted earnings per share amount is
based on the profit for the year attributable to ordinary equity
holders of the Company. The weighted average number
of ordinary shares used in the calculation is the number of
ordinary shares in issue during the year, as used in the basic
earnings per share calculation, and the weighted average
number of ordinary shares assumed to have been issued at no
consideration on the deemed exercise of all dilutive potential
ordinary shares into ordinary shares.

ANNUAL REPORT 2015 —Z — A 4 F

12.

FEERRRIBERE AL -

ARAEBREERAEARGZER
#F

EREARBNSEIIREARNRR L BRE
mEEARGAFE RN RFRNBETYE
AR INRE 19 ER421,248,3420% (= — Y
1 419,142,742)51 5 o

BREERNSBDREAR B L BRE
SREARERFEENE - SHEHMA
ZEBEIETFHEAFADETERRK
2B (WMAEERERBNAAE) - ARk
BB Z PR (% F B BRI P
BEERE LT RARETEER ST BRE
EEET) -

119



NOTES TO THE FINANCIAL STATEMENTS
U 255 A B ik

12. EARNINGS PER SHARE ATTRIBUTABLE TO 12. XAFEEREGEEARBLCZERE
ORDINARY EQUITY HOLDERS OF THE COMPANY R (&)
(Continued)
The calculations of basic and diluted earnings per share are FARER R EE BRI E A
based on:
2015 2014
—E-58%F —TmEF
RMB’000 RMB’000
ARBFR  ARETE
Earnings 2R
Profit attributable to ordinary equity holders 782 &) @RS A
of the Company FEA5 & F) 48,589 53,200
Number of shares
BRE
2015 2014
—E-RF —T—mF
Shares i:5)
Weighted average number of ordinary FADEEITEBARINE
shares in issue during the year g 421,248,342 419,142,742
Effect of dilution: e e
Weighted average number of ordinary W BB i 2 K m AR hniE
shares in respect of share options EHE - 176,862
Weighted average number of R st E RS E 2 F A
ordinary shares for the purpose of A% I 9 8K
diluted earnings per share 421,248,342 419,319,604
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13. PROPERTY, PLANT AND EQUIPMENT 13. M BERDE

Furniture,
Leasehold fixtures and Motor
improvements equipment vehicles Total
HE #®E
HE£E &L AE #@et
RMB'000 RMB'000 RMB'000 RMB'000
ARET R ARETT ARETRT ARET T
31 December 2015 —E2-1Ft=A
Er=[g
At 1 January 2015: RZZ—HF—A—H:
Cost B 348,384 74,766 3,968 427,118
Accumulated depreciation ZEHTE RE
and impairment (217,515) (39,384) (2,309) (259,208)
Net carrying amount RESE 130,869 35,382 1,659 167,910
At 1 January 2015, net of W-ZE—1&E
accumulated depreciation —A—B ' KRR
and impairment TERRE 130,869 35,382 1,659 167,910
Additions e 53,391 10,395 164 63,950
Depreciation provided during  E 3T E &
the year (46,228) (10,238) (734) (57,200)
Disposals HE (3,560) (945) (7) (4,512)
Disposal of subsidiaries HEMHBAR (6,324) (4,719) - (11,043)
Exchange realignment e 5 734 109 - 843
At 31 December 2015, netof RZZE—AF
accumulated depreciation +-A=+—H M
and impairment BREGHTERRE 128,882 29,984 1,082 159,948
At 31 December 2015: R-Z—hHF
+=A=+-8:
Cost DN 379,146 75,762 4,031 458,939
Accumulated depreciation 2FMERRE
and impairment (250,264) (45,778) (2,949) (298,991)
Net carrying amount REFE 128,882 29,984 1,082 159,948
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NOTES TO THE FINANCIAL STATEMENTS
U 255 A B ik

13. PROPERTY, PLANT AND EQUIPMENT (Continued) 13. W% - BERRE(E

Furniture,
Leasehold fixtures and Motor
improvements equipment vehicles Total
®E KE
HERE & AE @zt
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT
31 December 2014 —E-mFE+=A
=+-H
At 1 January 2014: RZE-MFE—-HA—R:
Cost B 297,603 58,796 4,036 360,435
Accumulated depreciation ZEHTE KORE
and impairment (173,161) (28,733) (1,981) (203,875)
Net carrying amount REHE 124,442 30,063 2,055 156,560
At 1 January 2014, net of RZZE—O4F
accumulated depreciation —A—HB - Mk &:T
and impairment TERRE 124,442 30,063 2,055 156,560
Additions NE 50,781 16,101 582 67,464
Depreciation provided during ~ SF AT E R /&
the year (44,354) (10,678) (780) (55,812)
Disposals HE = (104) (198) (302)
At 31 December 2014, netof MZ=E—M4F
accumulated depreciation T-A=T—H8" 1
and impairment BEHTE RRE 130,869 35,382 1,659 167,910
At 31 December 2014: R4
+=ZA=+—A:
Cost B 348,384 74,766 3,968 427,118
Accumulated depreciation ZEHTE MORE
and impairment (217,515) (39,384) (2,309) (259,208)
Net carrying amount REFE 130,869 35,382 1,659 167,910
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NOTES TO THE FINANCIAL STATEMENTS
A 255 A B ik

14. INTANGIBLE ASSETS 14. BEEE

Licenses and Concession
franchises Trademark right Total
RRERNTE 5] ek h
RMB’000 RMB’000 RMB’000 RMB’000
ARET R ARETT ARETRT ARET T

31 December 2015 —E-—fE
+=ZA=+—H

Cost at 1 January 2015, netof R-ZE—FHF—H—H
accumulated amortisation LR - HBR REf

B 4,219 2,409 3,750 10,378
Additions B - 5,000 - 5,000
Amortisation provided during 4 8§ 5
the year (774) (1,220) (500) (2,494)
Exchange realignment P& 5 % 86 90 - 176
At 31 December 2015 R-Z—hHF
+ZR=1+—8 3,531 6,279 3,250 13,060
At 31 December 2015: N=E—Ah4%F
+=A=+—-8:
Cost B 6,439 9,321 5,000 20,760
Accumulated amortisation Rt (2,908) (3,042) (1,750) (7,700)
Net carrying amount REFE 3,531 6,279 3,250 13,060
31 December 2014 —E-F
+=A=+-H
Cost at 1 January 2014, netof R =Z—JIE
accumulated amortisation —A—BZKAK 1
B RET G 4,466 2,797 4,250 11,513
Additions RE 365 = = 365
Amortisation provided during  £F R S5 34
the year 612) (388) (500) (1,500)
At 31 December 2014 RZZT—4F
+=—A=+—8 4,219 2,409 3,750 10,378
At 31 December 2014: R-Z—MF
+=ZA=+-8:
Cost B 6,438 4,127 5,000 15,565
Accumulated amortisation R 2,219) (1,718) (1,250) (5,187)
Net carrying amount RHEFE 4,219 2,409 3,750 10,378
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15.

124

INVESTMENTS IN JOINT VENTURES 15. RE|E QT
2015 2014
—E-AF —T—EF
RMB’000 RMB’000
ARMTR  ARMT
Share of net assets E(EEEFE 9,574 =
The Group’s balances with joint ventures are disclosed in note NATEE SN T 2SRRI ISR R M st
20 to the financial statements. 20 EE o
Particulars of the Group’s principal joint ventures are as follows: REFBFTELSLNTZHBS5|EHWOT ¢
Percentage of
BAk
Issued  Place of
shares incorporation Ownership Voting Profit Principal
Name capital and business interest power sharing activities
AL &
£ BRITRA EXEHH BERER RERE B EEER
Tang & Rich Holdings ()) US$1,000  British Virgin Islands 56 56 56 Investment
mew 1,000%7T HERLHS holding for
BIER()BR AR restaurant
business
BEEBZ
REER
Tang & Rich Holdings (Il) US$10  British Virgin Islands 60 60 60 Investment
Limited* 10T HREBEXHS holding for
ERERIVER AT restaurant
business
EEEBZ
BEER
2 Not audited by Ernst & Young, Hong Kong or another member * [H R B BB LK B ok R AT 2 5 —[E]
firm of the Ernst & Young global network K E R FIEZ

The above investments are indirectly held by the Company.

During the year, the Group had discontinued the recognition of
its share of losses of Tang & Rich Holdings (Il) Limited and its
subsidiaries (collectively, “T&R (Il) Group”) because the share
of losses of the T&R(Il) Group exceeded the Group's interest in
the T&R (Il) Group and the Group had no obligation to take up
further losses. The amounts of the Group's unrecognised share
of losses of the T&R (Il) Group were RMB366,000.

PR ERARNARRERS -

FA - AEBERIEERENSRIER
(INBERAFREWBRR(FHE B&()E
E])EE  BREMER(INVEEEEBLY
AEBERERINEBR Z#ZE - BAEEY
EEMARE—PEBER  AEBZRKER
FE1h = B (1) & B &5 18 A A R #5366,0007T °
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NOTES TO THE FINANCIAL STATEMENTS

A e i

15. INVESTMENTS IN JOINT VENTURES (Continued) 15. RESENTE(HE)
The following table illustrates the aggregate financial information THRINEANEEERBTERZEE AR
of the Group's joint ventures that are not individually material: EBRBIEER
2015 2014
= —FmF
RMB’000 RMB’000
AR¥T ARET T
Share of the joint ventures' losses for the year FFAE(LE =A@l EHE (2,435) -
Aggregate carrying amount of the Group's ~ AEERAE QA ZREZ
investments in the joint ventures BREEARE 9,574 =
16. INVENTORIES 16. FE&
2015 2014
—E-5f%F —T-F
RMB’000 RMB’000
AR¥T ARET T
Food and beverages, and other operating Brn & eE A KBRS
items for restaurant operations Hfbge218 5 40,609 36,288
125
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17.

126

TRADE AND OTHER RECEIVABLES AND ESREMERFERFENRK
PREPAYMENTS
2015 2014
—E-afF —ZE-F
RMB’000 RMB’000
ARET R ARETT
Trade receivables =) 16 12,667 10,291
Prepayments SEUNEE 17,183 12,577
Deposits and other receivables Be RHEMEWGRIE 32,848 30,503
62,698 53,371
Less: Deposits classified as B DRRERBEEL
non-current assets ®B& (28,451) (28,812)
34,247 24,559

The Group’s trading terms with its customers are mainly on
credit. The credit period is generally 30 days. Each customer
has a maximum credit limit. The Group seeks to maintain strict
control over its outstanding receivables. Overdue balances
are reviewed regularly by senior management. In view of the
aforementioned and the fact that the Group’s trade receivables
relate to a large number of diversified customers, there is no
significant concentration of credit risk. The Group does not
hold any collateral or other credit enhancements over its trade
receivable balances. Trade receivables are non-interest-bearing.

AEEREREFZXZHEREZERE
E-EEH-RAB0H  BREFHESA
EEER - $$Iﬁﬁ$%@%W%E$
FEBIES - ek EREeTHENAH
RERR mKLL ARAEE 2B SR
%Eﬁ%ﬁﬁﬂgﬁﬁ%'ﬂﬁﬁiﬁ%
EEPER - AEEWEREE S RUGK
B4 895 A 1T I G S (2 AR T 4
i o BRRUKBRRE

An aged analysis of the trade receivables as at the end of the REZHERE - B S RINGIERN HRE H
reporting period, based on invoice date and net of provisions, is RZERER DT (FOBREBSE ) 4O -
as follows:
2015 2014
—E-5F —TEF
RMB’000 RMB’000
AR®T T ARETT
Within 30 days 308 A 8,960 8,022
31 to 60 days 31260H 2,398 707
61 to 90 days 61Z290H 450 382
Over 90 days 90H A 859 1,180
12,667 10,291
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NOTES TO THE FINANCIAL STATEMENTS

17. TRADE AND OTHER RECEIVABLES AND

PREPAYMENTS (Continued)

The aged analysis of the trade receivables that are not
individually nor collectively considered to be impaired is as
follows:

17.

i A i

B 5 R HEMBEWRIERANREE)

4= (E R A £ B ERE 2 B 5 iR
B I AN :

2015 2014

—F-RF —T-AF

RMB’000 RMB’000

AR®T T AREFT

Neither past due nor impaired RE EA ORI E 8,960 8,022
1 to 30 days past due #1891 230H 2,398 707
31 to 60 days past due #HI31 =60 H 450 382
Over 60 days past due BHAB0H LA £ 859 1,180
12,667 10,291

Receivables that were neither past due nor impaired relate to a
large number of diversified customers for whom there was no
recent history of default.

Receivables that were past due but not impaired relate
to a number of independent customers that have a good
track record with the Group. Based on past experience, the
directors of the Company are of the opinion that no provision
for impairment is necessary in respect of these balances as
there has not been a significant change in credit quality and the
balances are still considered fully recoverable.

None of the assets included in deposits and other receivables
are either past due or impaired. The financial assets included
in the prepayments, deposits and other receivables related to
receivables for which there was no history of default.
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RIE B S R (E < R M R IR B — B K P
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EERVESAEY - MERDEE /A
BEUE - FBARZ S ERERER
o

B R B SR 2 5T AR ® S EL Al I
B EE ° st ATRNFIR ~ e M EA
FEW IR 2 VA E R RGIRER - M
% 2 B WAL B R AT -

127



18.

128

CASH AND CASH EQUIVALENTS ReRALEE

2015 2014

—E-AF —T—EF

RMB’000 RMB’000

ARETT AREETFTT

Cash and bank balances HE NIRTT4EE5 263,432 255,669
Time deposits TEHITERR 139,395 68,231
402,827 323,900
Less: Pledged deposits (note 27) B BEEEER (A E21) (68,000) (25,000)

Time deposits with original maturity JREIEA B B3 =1E A &9

over 3 months a-ERER (36,954) (25,543)

Cash and cash equivalents BHeMESEHE 297,873 273,357

At the end of the reporting period, the cash and bank
balances of the Group held in the Mainland China amounted
to RMB359,135,000 (2014: RMB287,953,000). The RMB
held in the mainland China is not freely convertible into other
currencies, however, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies through banks
authorised to conduct foreign exchange business.

Certain of the Group’s cash at banks earns interest at floating
rates based on daily bank deposit rates. Short-term time
deposits are made for varying periods of between one day and
three months (2014: one day and three months) depending
on the immediate cash requirements of the Group, and earn
interest at the respective short-term time deposit rates. The
bank balances are deposited with creditworthy banks with no
recent history of default.

REMER  AEBRTPBRAMFE 2
RERBITEBLATHTREARK
359,135,000 L (—Z T — W F : AR
287,953,0007T) ° AR BIAMIFE 2
ARETTERERAEMER - A -
1B 15 R B At B SNE B IR AR SR AR DE - B
[ERMNESERTE  ASBEEESARE
RITHARBER BEMER - LAEITHN
PEZERS o

AEBETRITASEENRITEEEFR
MR ZF8ERRMAN R - 12 HE 7K
ZHERH—HAE=EA(ZF—0F: —H
E-EANE  RIFAKEZARRET
KME @ WIZAAE 2 REE R ERERR
BHE - RITEHR D EFENEERF R
1T B BEL B RRIALLER ©
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19. TRADE AND OTHER PAYABLES 19. EZREMENTIE

2015 2014
—E-hfF —ZT-mEF
RMB’000 RMB’000
ARET R ARETT
Trade payables 2 S ERNFIA 59,775 52,951
Other payables and accruals FoMh FES SR M FE AT 3R IR 41,315 31,694
Salary and welfare payables e Fre R AEF 34,041 25,850
Receipts in advance T8 GRIE 67,026 56,184
202,157 166,679
An ageing analysis of the trade payables as at the end of the REZEEHHE - BHENRERERSH
reporting period, based on the invoice date, is as follows: RZERE AT ¢
2015 2014
—E-&8F —T—F
RMB’000 RMB’000
AREFT ARETT
Within 30 days 30HIA 44,459 42,168
31 to 60 days 31260H 7,233 4,782
61 to 90 days 61%290H 2,970 1,630
91 to 180 days 91%180H 1,377 1,869
Over 180 days 180H A £ 3,736 2,502
59,775 52,951
The trade and other payables are non-interest-bearing and are B 5 N EMENFIE AT B K@ ER30
normally settled on terms of 30 days to 90 days. HZE9ORHEAEE -
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NOTES TO THE FINANCIAL STATEMENTS
U 255 A B ik

20. DUE FROM/(TO) JOINT VENTURES AND A
RELATED PARTY

The amounts due from/(to) joint ventures and a related party
are unsecured, interest-free and repayable on demand. In the
opinion of directors, the directors, shareholders and beneficial
owners of the related companies are the common directors and
major shareholders of the Company.

21. INTEREST-BEARING BANK BORROWINGS

2015

20.

21.

“E-hfF

effective
interest

P, (f3) & & AR Kk — RIS FOR

U () & &R R & —TRBE 7 2 %
AAEAR  REAARERER TS
R ZHEERRZES  BRLEDH
BAREARBZHAREERTERR -

FTRIRITRE
2014
—T-mF
effective
interest

rate (%) maturity RMB’000 rate (%) maturity  RMB’000
BRFI= FMAE ARBTR ERAX IMA ARBTT

(%) (%)
Current BNEA
Bank loans — secured RITET— 1.49%- on demand on demand
BHEA 1.74% BRER 65,268 1.68% BREX 22,160
2015 2014
—E-AF —E—OF
RMB’000 RMB’000
ARET T AREEFTT
Analysed into: DA
Bank loans: WITER
Within one year or on demand —F R ER 65,268 22,160

(@ The Group’s banking facilities are secured by the pledge
of certain of the Group’s time deposits amounting to
RMB68,000,000 (2014: RMB25,000,000).

(b)  All borrowings are in Hong Kong dollars.

@ AEERTHEHAEEGHET
FHITF 2 A R #68,000,0007T (==
— P4 : AR#25,000,0007T ) 1EHK
?ﬁi °

b) FIEREREITHIA-
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22. DEFERRED TAX 22, REHEHIIE
The movements in deferred tax liabilities and assets during the FAREHRIBEGEREENEENT
year are as follows:
Deferred tax liabilities EESIEARE
Undistributed
profits of
the PRC
subsidiaries Others Total
REE A R
R BT
RMB'000 RMB'000 RMB'000
AREFT AREFTT AREFT
At 1 January 2014 R-ZE—F—H—H 950 227 1,177
Deferred tax credited to the FRREFRIER
statement of profit or loss during ~ #Bx5&RsT A (H15210)
the year (note 10) - (227) (227)
At 31 December 2014 R-_Z—F
and 1 January 2015 +—A=+—H8K
—F—hF—H—H 950 - 950
Deferred tax charged to the FRELERIERN
statement of profit or loss during 185 1B (#15210)
the year (note 10) 286 - 286
At 31 December 2015 RZE—0F
+=—A=+—H 1,236 - 1,236
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22. DEFERRED TAX (Continued) 22, RIEMIA(E
Deferred tax assets ELEBEEE
Losses
available
for offsetting Other
against future temporary
taxable profits differences Total
FEKEH
H &R
EANEE HMERER st
RMB’000 RMB’000 RMB’000
ARETT ARETTT ARETTT
At 1 January 2014 R-_ZE—NF—HA—H 4,763 - 4,763
Deferred tax credited/(charged) to  FRIELEFHIBR Bk
the statement of profit or loss A (%)
during the year (note 10) (Kiz£10) (1,010) 2,144 1,134
At 31 December 2014 R-ZZ—F
and 1 January 2015 +-—A=+—HK
—E-—hF—H—H 3,753 2,144 5,897
Deferred tax credited/(charged) to ~ FF RIEERI BT A~
the statement of profit or loss (k) BBz &
during the year (note 10) (H1a%10) (899) 4,000 3,101
At 31 December 2015 R-_E—FF
+=—A=+—H 2,854 6,144 8,998

The Group has tax losses arising in Hong Kong of
RMB7,813,000 (2014: RMB773,000) that are available
indefinitely for offsetting against the future taxable profits of the
company in which the losses arose. Deferred tax asset has
been recognised in respect of tax losses of RMB5,817,000.
No deferred tax asset has been recognised in respect of
the remaining tax losses in Hong Kong of approximately
RMB1,996,000 (2014: Nil) due to the unpredictability of future
profit streams..

The Group has tax losses arising in Mainland China of
RMB59,427,000 (2014: RMB41,030,000) that will expire in one
to five years for offsetting against future taxable profits of the
companies in which the losses arose. Deferred tax asset has
been recognised in respect of approximately RMB7,579,000
(2014: RMB14,502,000) of such losses. No deferred tax asset
has been recognised in respect of the remaining tax losses
in Mainland China of approximately RMB51,848,000 (2014:
RMB26,528,000) due to the unpredictability of future profit
streams.
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AEBREBELEBRBEEBEBARK
7813000 L (ZFE —WF : AR
773,00070) + Al EMR HAFR fEHK S A R A
A& 2 ERTUEF (BEBRLES) - 25t
FiIEE 18 & A R 55,817,000 7T #E 52 1R 1T
FRIBEE - AREXTER R GEFR -
B R R BB IBEBERBEOARE
1,996,0007C( = —U4F : T)ERELER
HEE °

AEBRFRAMEEZER—Z2AFA
B HY 2 TR IE E5 18 A R #59,427,0007T (=
T O ¢ A R#41,080,0007T) A AR
WEELEZSEBRZ S AR ZRRERH
wm A o EFLAE REEH ARKT?,579,000
TT(—Z—PFE : AR¥14,502,0007T ) &
RIEEHTBEE - AREETB AR & T
T BT AR B A B A ) B B S 1R AR RR
AR #51,848,000C(ZF—PUF : AR
#26,528,0007T ) FERIEEF IH & EE ©
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22.

DEFERRED TAX (Continued)
Deferred tax assets (Continued)

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on dividends declared to foreign
investors from the foreign investment enterprises established
in Mainland China. The requirement is effective from 1 January
2008 and applies to earnings after 31 December 2007. A
lower withholding tax rate may be applied if there is a tax treaty
between Mainland China and the jurisdiction of the foreign
investors. For the Group, the applicable rate is 5% or 10%. The
Group is therefore liable for withholding taxes when dividends
distributed by those subsidiaries established in Mainland China
in respect of earnings generated from 1 January 2008.

At the end of the reporting period, the aggregate amount of
temporary difference associated with undistributed earnings
of subsidiaries was approximately RMB328,881,000 (2014:
RMB269,253,000). Deferred tax liability has been recognised
in respect of approximately RMB24,722,000 (2014: Nil) of
such undistributed earnings. No deferred tax liability has been
recognised in respect of the remaining undistributed earnings of
certain subsidiaries of approximately RMB304,159,000 (2014:
RMB269,253,000) because the Group is in a position to control
the timing of the reversal of the temporary differences and it
is probable that such differences will not be reversed in the
foreseeable future.

There are no income tax consequences attaching to the
payment of dividends by the Company to its shareholders.
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23. ISSUED CAPITAL

23. BRITRAK

Shares [ii4vi)
2015 2014
“E-EHF —T-mE
(equivalent to) (equivalent to)
£E &l
HK$’000 RMB’000 HK$'000 RMB'000
TR AR®T THL AREFT
Authorised: BT
2,000,000,000 (2014 2,000,000,000f%
2,000,000,000) ordinary (Z2—lmF
shares HK$0.10 2,000,000,0008%)
(2014: HK$0.10) each SREE10BTT
(Z2—IF
0.1087T) 2 E Bk 200,000 200,000
Issued and fully paid: BETRAR :
421,919,000 (2014: 421,919,0008%
419,569,000) ordinary (Z2—m%F:
shares of HK$0.1 419,569,000% )
(2014: HK$0.1) each SRAEE0.10ET
(Z2—MF:
0.17870) 2 Bk 42,192 35,409 41,957 35,221
A summary of the transactions during the year with reference to AEFIZRGMEELRERNNRZE BT
the movements in the Company’s issued ordinary share capital TR AR E) - B
is as follows:
Number of Issued Issued
shares in issue capital capital
[=5:{h)
RBHE ERITRE ERITRE
(equivalent to)
EE
Notes HK$'000 RMB’000
Mzt FAT ARETT
Issued and fully paid: BEIRART
At 1 January 2014 RZZE—MFE—HF—H 418,481,000 41,848 35,133
Issue of shares on the exercise ~ {T{EREAIE M TR D
of share options (@) 1,088,000 109 88
At 31 December 2014 and R-ZE—NE
1 January 2015 +-A=t—Hk
—E-hE-H—H 419,569,000 41,957 35,221
Issue of shares under share BRI 2B T2l
award plan IR (b) 2,350,000 235 188
At 31 December 2015 RZT—hF
+=-B=1+—H 421,919,000 42,192 35,409
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23.

ISSUED CAPITAL (Continued)

Shares (Continued)

Notes:

(@)

During the prior year, 1,088,000 share options were exercised at
the subscription price of HK$0.825 per share (note 25), resulting
in the issue of 1,088,000 share of HK$0.1 each for a total cash
consideration, before expenses, of HK$898,000 (RMB718,000).
The proceeds of HK$109,000 (equivalent to RMB88,000)
representing the par value of the shares of the Company were
credited to the Company share capital. The remaining proceeds
of HK$789,000 (equivalent to RMB630,000) before issuing
expenses were credited to share premium. An amount of
HK$1,559,000 (RMB1,247,000) was also transferred from the
share option reserve to the share premium account upon the
exercise of the share options.

On 23 January 2015 and 29 July 2015, 1,330,000 and 1,020,000
ordinary shares of HK$0.1 each of the Company were issued to
certain employees pursuant to a share award plan, respectively.
The shares were deemed to be issued at HK$1.44 and HK$1.76
each, respectively, being the market price at the date the shares
were awarded. The total deemed consideration for the issue of
shares was HK$3,710,000 (equivalent to RMB2,968,000), of
which HK$235,000 (equivalent to RMB188,000) representing
the par value of the shares of the Company, was credited
to the Company’s share capital and the remaining deemed
consideration of HK$3,475,000 (equivalent to RMB2,780,000)
before issuing expenses was credited to share premium account.

Subsequent to the reporting period, on 25 January 2016,
2,100,000 ordinary shares of HK$0.1 each of the Company were
issued to certain employees pursuant to a share award plan.
The shares were deemed to be issued at HK$1.43 each, being
the market price at the date the shares were awarded. The total
deemed consideration for the issue of shares was HK$3,003,000
(equivalent to RMB2,522,000).

Share options

Details of the Company’s share option scheme and share
award plan are included in note 25 to the financial statements.
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RESERVES

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on pages 74 and
75 of the financial statements.

Statutory general reserve

Statutory general reserve represents the appropriation of
10% of profit after taxation determined based on the relevant
accounting rules and regulations of the PRC as required by the
Articles of Association of the Company’s PRC subsidiaries. The
appropriation may cease to apply if the balance of the statutory
general reserve has reached 50% of the PRC subsidiaries’
registered capital.

Other reserve

Other reserve includes: (a) the difference between the nominal
value of the share capital issued by Tang Palace F&B Enterprise
Limited (“Tang Palace BVI”) and the nominal value of share
capital of the subsidiaries acquired by Tang Palace BVI, (b)
the deemed contribution from a controlling shareholder of
RMB1,866,000 arising on the acquisition of remaining 10%
equity interest in Meco Petrochemical Limited from Mr. Hui Yui
Chuen (“Mr. Hui”), a non-controlling shareholder, by Mr. Chan,
a founder shareholder of the Company, on 23 December 2009
and representing the unaudited combined net assets value of
Meco Petrochemical Limited attributable to Mr. Hui as at 30
November 2009 reclassified from non-controlling interests as
deemed contribution by Mr. Chan, (c) the difference between
the subscription price and the nominal value of the shares
allotted and issued by Tang Place BVI of RMB35,014,000
and the deemed contribution from controlling shareholders of
RMB107,215,000 and (d) the difference between the nominal
value of 1,999,999 shares of HK$0.1 each in the Company’s
issued share capital and the entire issued share capital of Tang
Palace BVI of US$50,000 eliminated as a result of the Group
Reorganisation.
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25. SHARE-BASED PAYMENT TRANSACTIONS

Pre-IPO Share Option Scheme

Pursuant to a written resolution passed on 25 March 2011 by
the shareholders of the Company, the Group adopted a Pre-
IPO Share Option Scheme. On 25 March 2011, share options
to subscribe for an aggregate of 4,000,000 shares were
granted to 68 senior management and employees at a nominal
consideration of HK$1 for each grant. The directors confirmed
that no further share options under the Pre-IPO Share Option
Scheme has been or will be granted.

The purpose of the Pre-IPO Share Option Scheme is to
recognise and reward the contribution of certain directors,
senior management and employees of the Group to the growth
and development of the Group and the listing of the Company’s
shares on the Stock Exchange.

The principal terms of the Pre-IPO Share Option Scheme are
the followings:

(i) The Pre-IPO Share Option Scheme may only be granted
from 25 March 2011 to 31 March 2011.

(i)  The exercise price of the share option granted under the
Pre-IPO Share Option Scheme is 50% of the final offer
price in connection with the Company’s international
placing and initial public offering (i.e., HK$1.65 per share)
and are exercisable and vested in the following manner:

° up to 30% of the options granted may be exercised
on or prior to the end of the second year after the
Listing Date;

° up to 60% of the options granted may be exercised
on or prior to the end of the third year after the
Listing Date; and

° all outstanding options may be exercised prior to
the expiry on the day falling four years after the
Listing Date.
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SHARE-BASED PAYMENT TRANSACTIONS
(Continued)

Pre-IPO Share Option Scheme (Continued)
At the end of the prior reporting period, the Company had no
further outstanding share options under the Pre-IPO Share

Option Scheme.

The following table discloses movements in the Company’s
share options in the prior year:

As at

Exercisable Exercise 1 January

Vesting Period period price 2014

RS s TiE R

= Bt

~B-8

Tranche 3 25/3/2011- 20/4/2014- HK$0.825 1,192,000
E=H 19/4/2014 20/4/2015 0.825%TT

RGO B/RERNRRZ (A)

BERARBREMNBRESS )

RE—REKR  ARRIRBERARES
ARSI THEE MR RITERR
1 o

TRRBARABMER E— R 22D
R

Lapsed upon

Exercised  termination of Asat Estimated
during employment 31 December option value
the year  during the year 2014 per share
EnfrfE FRAL I et R
ERBXY  -%-OF REEE

+-A=t-H
1,088,000 104,000 - HK$1.0708
1070877

The weighted average closing price of the shares immediately
before the date on which the share options were exercised was
HK$1.26.

The fair value of the share options at the date of grant
determined using the binomial option pricing model was
approximately HK$4,240,000. The Group recognised a
total expense of approximately HK$138,000 (equivalent to
RMB110,000) in the prior year in relation to the options granted
by the Company in 2011.

The variables and assumptions used in computing the fair value
of the share options were based on the management’s best
estimate. The value of an option varied with different variables
of a number of subjective assumptions. Any change in the
variables so adopted may materially affect the estimation of the
fair value of an option.

Rz IR B BRI 2 INEF
B A1.26/8TT °

BREARTEBHER B HEEER
NEBTE 2 AFEL A4,240,000/8 7T ° NE
ENBEEERARTR-_E—FFKH
2 BB AR M T R R L AR B %) 5 138,0007% 7T
(FHERARE110,0007T) °

FERNEtERREZZ 8 MERRIERE
B E 2 RIEMET ﬁﬁHﬂEZT EREE T
BRJ{ZTIRZEEMEL - SULTRAZ(E
MEELFHIREATEBREATELZ
fhfE -
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25.

SHARE-BASED PAYMENT TRANSACTIONS
(Continued)

Pre-IPO Share Option Scheme (Continued)

The major inputs into the models at the grant date were as
follows:

Expected share price as at grant date HK$1.65
Exercise price HK$0.825
Expected volatility 59.07%
Expected life 2.6-3.6 years
Risk-free rate 1.797%

Dividend yield 0%
Early exercise level 3.5 times

The risk-free rate had made reference to the yield of HK
Exchange Fund Notes (EFN) as at the grant date. The volatility
of the Company’s stock was determined by reference to the
share price volatilities of companies in similar line of business
of the Company and assumed to be constant throughout the
option life.

The 1,088,000 shares options exercised in prior year resulted
in the issue of 1,088,000 ordinary shares of the Company
and new share capital of HK$109,000 (RMB88,000) and
share premium of HK$789,000 (RMB630,000) (before issue
expenses), as further detailed in note 23(a) to the financial
statements.

At the end of the reporting period, the Company had no further
outstanding share options under the Pre-IPO Share Option
Scheme.

Share Award Plan

The Company adopted a share award plan on 25 March 2011
which was revised on 22 March 2013 (“Share Award Plan”)
pursuant to which the board of directors may, subject to and
in accordance with the rules of the Share Award Plan, make
an award of shares to certain classes of eligible participants as
specified in the Share Award Plan, as determined by the board
of directors from time to time on the basis of the opinion of the
board of directors as to the proposed awardee’s contribution
and/or future contribution to the development and growth of the
Group. The shares and other trust fund for the implementation
of the Share Award Plan are administered by a trustee or
trustees (the “Share Award Plan Trustee”) to be appointed by
the Company.
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SHARE-BASED PAYMENT TRANSACTIONS
(Continued)

Share Award Plan (Continued)

Under the Share Award Plan, the board of directors shall
determine the eligibility of the eligible participants and the
number of shares to be awarded (the “Awarded Shares”) and
notify the Share Award Plan Trustee of the making of awards.
The Awarded Shares are either (1) transferred from any person
(other than the Group) by way of gift; (2) purchased by the
Share Award Plan Trustee out of the funds received by way of
gift or for nominal consideration; (3) subscribed for or purchased
by the Share Award Plan Trustee out of the funds allocated by
the board of directors out of the Group’s resources, subject to
the terms and conditions of the rules of the Share Award Plan.
The Share Award Plan Trustee may purchase shares on the
Stock Exchange at the prevailing market price or off market, or
subscribe for new shares at par or at such other subscription
price as instructed by the board of directors out of the Group’s
contribution if the board of directors considers it appropriate to
do so.

On 23 January 2015 and 29 July 2015, 1,330,000 and
1,020,000 shares had been awarded under the Share Award
Plan at HK$1.44 and HK$1.76 each, respectively, being the
market price at the shares were awarded. The total deemed
consideration of HK$3,710,000 (equivalent to RMB2,968,000)
was recognised as expense during the year in relation to the
shares awarded under the Share Award Plan as further detailed
in note 23(b) to the financial statements.

In addition, during the year, 1,232,000 existing shares of the
Company were purchased from the open market from 5 July
2015 to 2 September 2015 at the prices ranging from HK$1.52
to HK$1.95 per share, and awarded to Ms. Weng Peihe,
an Executive Director and the Chief Executive Officer of the
Company. The total consideration of HK$2,190,000 (equivalent
to RMB1,752,000) was recognised as expense during the year
in relation to the shares awarded under the Share Award Plan.
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26. DEEMED DISPOSAL OF SUBSIDIARIES 26. BAHEMELQF
During the year, the Group has entered into a revised operation FR - AEBEAEEZHEBT0%HEB A
agreement with the non-controlling interest for Tang & Rich AERIERNERARRENBAR(E
Holdings (1) Limited and its subsidiaries (“T&R (I) Group”), BR(VEE ) Z IR RS BT 3 —THAEET
70%-owned subsidiaries of the Group. The revised operation QAR o (S ST 4 A 4 2 B T JE o 0 A
agreement gives the non-controlling interest the rights to jointly mBEEETEEBARCETRE
operate T&R (l) Group through joint ventures structure. The ZHER o REEE L EEET KRZEHE
Group has therefore share the control with the joint venture BOER  mMEX(\EBHEBIEAGED
partner on T&R (I) Group and T&R (I) Group is accounted for ¥ BREXEEREER()EERE 2 REN &
as joint ventures thereafter though there is no change of the P FERA BR(VEEHEAAE
Group’s equity interest in T&R (I) Group. In the opinion of the AEEBPEZREREEE A (RELESE
Directors, the change in such investments structures for T&R FEBZRZomMEE - EILIRSERE
(I) Group from subsidiaries to joint ventures enables to have & o
a closer financial touch with the joint venture partner that
enhances the development of the operation.
2015
—E-HE
Note HK$°000
KiaE FHExT
Net assets disposed of: BEHEEEFE
Property, plant and equipment Y - BB R&E 13 11,043
Inventories FE 622
Trade and other receivables and prepayments B 5 K B b fE U 3k 18 % 8~ 5XI08 2,960
Cash and cash equivalents RekBeEE 3,290
Trade and other payables B 5 REMERFRIE (3,541)
Amount due to a subsidiary JEASTHT B A B FIR (14,223)
Tax payable AN (151)
Fair Value of the remaining interest in BEREEHR TER AFE
T&R (l) Group -
Minority Interest VYRR S -
Gain/(Loss) on change of control of B A RIEH S
subsidiaries Wz, (E518) -
Cash and cash equivalents disposed of and ERARALENBEARZ
net outflow of cash and cash equivalents BHEREMREEEANR
in respect of the deemed disposal of ReMReFERLFHE
subsidiaries 3,290
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NOTES TO CONSOLIDATED STATEMENT OF CASH
FLOWS

Major non-cash transaction

(@ On 23 January 2015 and 29 July 2015, 1,330,000
and 1,020,000 ordinary shares of HK$0.1 each of the
Company were issued under the Share Award Plan to the
employees with no consideration received, respectively.

(b) In the current year, the increase in investments in joint
ventures amounted of RMB14,000,000 (2014: Nil) was
settled from the current accounts with the joint ventures.

(¢) Inthe current year, the acquisition of trademark of
RMB5,000,000 was settled from the current accounts
with the vendor.

OPERATING LEASE ARRANGEMENTS

The Group leases certain of its restaurants, staff quarters and
office premises under operating lease arrangements. Leases
for restaurants are negotiated for terms ranging from two to ten
years (2014 two to ten years), while leases for staff quarters
and office premises are negotiated for terms ranging from one
to three years (2014: one to three years).

At 31 December 2015, the Group had total future minimum
lease payments under non-cancellable operating leases falling
due as follows:

27.
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BEXFRERS

@ MZE—ARAF—HA-_+=Z=BEK=F%
—HAFEA=-+1H 1,330,000
1,020,0008% FA%0.178 T 2 AN A 7l
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RZZE—RAF+A=+—H AEEH
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2015 2014

—E-RF —ZE—mEF

RMB’000 RMB’000

AR®T ARBTFT

Within one year —ER 107,405 100,143
In the second to fifth years, inclusive F_FEFERF(BIEERERF) 297,040 307,031
After five years AF1& 115,002 109,139
519,447 511 E1E

The operating lease rentals of certain restaurants are based
solely on the sales of those restaurants or on the higher of a
fixed rental and contingent rent based on the sales of those
restaurants. In opinion of the directors, as the future sales
of those restaurants could not be accurately estimated, the
relevant rental commitments have not been included above.

ETERKEHERS HEEANZTER
ZHER  HETEHE RERNZTERH
ERZFAHE2BEE - EFRA &
Rz EERNARREERELRBEMA -
HARREHEE AR R BN LXK -
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29.

CAPITAL COMMITMENTS

NOTES TO THE FINANCIAL STATEMENTS
A 255 A B ik

29.

In addition to the operating lease commitments detailed in
note 28 above, the Group had capital commitments in respect

BERARE

BRISH R Rl 2 SR 2 R E RS -

AEH

RBEHEADE  BELRRERFEER

of property, plant and equipment at the end of the reporting HRYE
period:
2015 2014
—F-RF —T-AF
RMB’000 RMB’000
AR¥T R AREFT
Contracted, but not provided for EHEREESE L 3,348 2,793
30. RELATED PARTY TRANSACTIONS 30. FEEARZS
(@ In addition to the transactions detailed elsewhere in these @ EAERE - BRUE B RSIRE E IR P
financial statements, the Group had the following material MR ZIN  NEEEBE A ETT T
transactions with related parties during the year: TNEARRS :
2015 2014
—EB-hfF —ZE—mEF
Notes RMB’000 RMB’000
Kzt AR®T R ARETFT
Purchase of leasehold BEHEMERER
improvements and equipment B (i) 1,316 1,728
Rental expenses paid to ST —EEEARZ
a related company MERZ (i) 1,032 1,032
Rental expenses paid to INTF—HE@EERE 2
a related company MERX (i) 3,040 3,280
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30. RELATED PARTY TRANSACTIONS (Continued)

144

(@)

(Continued)

Notes:

U

(i)

(i)

The selling price of the leasehold improvement was
made at pre-determined prices agreed between the
Group and Chiu Kwun Engineering (Shenzhen) Co., Ltd.
(“Chiu Kwun”). Mr. Ku, a director of the Company, is the
beneficial owner of Chiu Kwun.

The rental expenses were charged by Dongguan
Well Excellent Hotel Management Services Co., Ltd.
(“Dongguan Well Excellent”) at rates agreed between the
Group and Dongguan Well Excellent. Mr. Yip, Mr. Chan
and Mr. Ku, directors and shareholders of the Company,
are also the directors and shareholders of Dongguan Well
Excellent.

The rental expenses were charged by Meco Group
Company Limited (“Meco Group”) at rates agreed between
the Group and Meco Group. Mr. Yip, Mr. Chan and Mr.
Ku, directors and shareholders of the Company, are also
the directors and shareholders of Meco Group.

Qutstanding balances with related parties:

Details of the Group’s outstanding balances with related
companies and joint ventures as at the end of the
reporting period are included in note 20 to the financial
statements.

Compensation of key management personnel of the
Group:

Details of directors’ and the chief executive’s emoluments
and five highest paid employees are included in notes 8
and 9, respectively.

The transactions in respect of items (i), (i) and (iii) above also
constitute connected transactions or continuing connected
transactions as defined in Chapter 14A of the Listing Rules.
During the year, the Company has complied with the
requirements prescribed in Chapter 14A of the Listing Rules
with respect to the connected transactions entered into by the
Group.

30. BAMLRS (&)

(@)

#_Et(i) -

(&

Wit -

() HEMERENEENEARER
BESASBHEMCRIDAERA
Al([EBR )R BMIRLETEERE
E o ARBRERLEERBRNE
wHEAA °

(ii) SHEREEEREER A
([FREeMEEE | ) IR AL E AR e ZE
AENHESWRHEERY - AQF
BERBRELRA  BREER ST
EMARCHENESRE o

iy EEEEARAR(EEERZ
AEEEESEERSNED KR
MERS - ARBEERBRESL
£ BREERAEETRESEE
MEERRE -

ERFRE T RRIEIRAERR -
RFEHR  AKEEABERRRE

LN RN R EBESHI NI EREM
5F20 °

EELEREEABMERARES
i EBNE D RIS HEE8 K9 °

(i) Rz (iii) IR B0 B RS 77 2 5 TR B AX

LR ANEIAAIRFTE BRI ER 5 KR
RERS - ARBINAFEERERI L2
MERXZET EMRANEI4AEIEE ZHE
RAZSK o
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31. FINANCIAL INSTRUMENTS BY CATEGORY 31. REHES2ERMTIA

The carrying amounts of each of the categories of financial REpEHIK S EERNN S T AMNER
instruments as at the end of the reporting period are as follows: BT
Financial assets TRMEE
Loans and receivables
ERREWFRIE
2015 2014
—B-EHHF —F-mF
RMB’000 RMB’000
AREET T AREFT
Trade receivables B 5 EWGIE 12,667 10,291
Financial assets included in prepayments, STATENFIE C BE R
deposits and other receivables (note 17) HiEWZ Az ¢ mEE
(KizE17) 32,848 30,503
Amounts due from joint ventures eI & & A RIFRIA 1,703 -
Pledged time deposits Eﬁﬁm,ﬁﬁr F 3K 68,000 25,000
Time deposits FHITFER 36,954 25,543
Cash and cash equivalents B kBEEeHE 297,873 273,357
450,045 364,694
Financial liabilities cRaE
Financial liabilities at
amortised cost
RBHEARIREz2EMAE
2015 2014
—E-&8%F —T—UF
RMB’000 RMB’000
AR¥T ARBTT
Trade payables E S FEN0E 59,775 52,951
Financial liabilities included in accruals and ST AJEET A K
other payables (note 19) HEfENIE s SREaE
(H17£19) 108,431 87,878
Amounts due to joint ventures & & A RIFUR 3,171 =
Amount due to a related company BN —EREE A R FE 1,019 1,649
Interest-bearing bank borrowings sTERITEE 65,268 22,160
237,664 164,638
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32.

33.

146

FAIR VALUE OF FINANCIAL INSTRUMENTS

Management has assessed that the fair values of cash and cash
equivalents, time deposits, trade receivables, trade payables,
interest-bearing bank borrowings, financial assets included in
prepayments, deposits and other receivables, financial liabilities
included in other payables and accruals, an amount due to a
related company and balances with joint ventures approximate
to their carrying amounts largely due to the short term maturities
of these instruments.

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in
a current transaction between willing parties, other than in a
forced or liquidation sale.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group’s principal financial instruments comprise cash and
bank balances, short-term deposits and interest-bearing bank
borrowings. The main purpose of these financial instruments
is to raise finance for the Group’s operations. The Group
has various other financial assets and liabilities such as trade
receivables, deposits and other receivables, balances with
related company and joint ventures, trade payables and other
payables, which arise directly from the Group’s operations.

The main risks arising from the Group’s financial instruments are
foreign currency risk, credit risk and liquidity risk. The directors
meet periodically to analyse and formulate measures to manage
each of these risks and they are summarised below.

Foreign currency risk

The Group has transactional currency exposures. Such
exposures arise from sales or purchases by operating units in
currencies other than the units’ functional currencies. It is the
Group’s policy not to enter into forward contracts until a firm
commitment is in place.

The following table demonstrates the sensitivity at the end of
the reporting period to a reasonably possible change in the
Hong Kong Dollar exchange rate, with all other variables held
constant, of the Group’s profit before tax (due to changes in
the fair value of monetary assets and liabilities) and the Group’s
equity.

32.

33.

ST ENAFE

EEECDMNE  BekReFE THF
R BHREFIA - BHRMNFIEA 58
RITEE  FEAENFOR - Ze MEME
WHRIRzEREE - s AEMBNRER
FEFTRIBZ 2 RBELEN —HREEQR
FERESERNRNESR A TE  BE
FREERLI  T2EARZFIAREH
MEIH -

TREENBBENATENRIATRE
AIHEMEEAZRETRZEE M
FFBCEHBRIHE 2 S HREHE

SHRBEEEEREE

ARBITESRMITABKRAS RRITHE
& EHER LA BRITEE - 252 R
TEZFZENRRAKREXRBERE
T ARENTAZHERNEBELE < H
hEMEENEE - PILE S RUFIR -
B MEMRKGR - BREARLEE
REMAER - B H BN RIR & E 5K
15 o

AEBEBTAZEEZRBRAINERER -
FERRERBESRR EETHRE
UADMAFIEREAEEESBBRAR B
st T -

SN LB

AEBAAERZFERRAR - EE BN
BRI EBNIN BREITEER -
AeELFRR AEEZHERR
REBERA GRIEHRGH -

TNRINRERBEMEBHRIT TR ZIEN
T RREHRBTE RS IR A L E
HRAKEZBRBANEN (AR EEEER
BREZAFEES) RAKEZ a2 B
[ o
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33. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 33. ¢REAMEEEERBE (&)
POLICIES (Continued)

Foreign currency risk (Continued) SNEE R B (4E)
Increase/ Increase/
(decrease) in (decrease) Increase/
exchange in profit (decrease)
rate before tax in equity*
HP SR 5 BREBL AR R =
ERCTER) 80 0R2) 8/ CEd)*
% RMB’000 RMB’000
ARETT AREFT
2015 —®—F
If Renminbi weakens against HK$ i AR A TTRIE 5 2,027 -
If Renminbi strengthens against HK$ il A R ¥ 558 T THE (5) (2,027) -
2014 —E=—mE
If Renminbi weakens against HK$ W AR A TTRE 5 661) =
If Renminbi strengthens against HK$ i A & 5,748 T FHE (5) 661 -

* Excluding retained profits
Credit risk

The Group trades only with recognised and creditworthy
third parties. It is the Group’s policy that all customers who
wish to trade on credit terms are subject to credit verification
procedures. In addition, receivable balances are closely
monitored on an ongoing basis to minimise the Group’s
exposure to bad debts.

The credit risk of the Group’s other financial assets, which
comprise cash and cash equivalents, deposits and other
receivables, arises from default of the counterparty, with a
maximum exposure equal to the carrying amounts of these
instruments.

Since the Group trades only with recognised and creditworthy
third parties, there is no requirement for collateral. There are no
significant concentrations of credit risk within the Group. Further
quantitative data in respect of the Group’s exposure to credit
risk arising from trade receivables are disclosed in note 17 to
the financial statements.

ANNUAL REPORT 2015 —Z — A 4 F

© TEERERT
FERR

AEERERBRAEEIESIRS -
AEEZEER  KASEERRS2E
FEBBEREERES - ) AREE
HETEREREYR  BERESEE
2 RS -

rEBHMWEREERRERAEREASSE
& - Tm&ﬁ@ﬁ%mﬁ%ﬁﬂZE%
BURREFHEAD  ZARARREENRZE
THZBRMEE °

AR AKERERREREEEZIF =R
5 WHAELER - AEEARHES
jﬂ:f%qﬂﬂ % - BRAAXKENE S EK
FIENEERBAARENRROHE—F 2
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33.

148

FINANCIAL RISK MANAGEMENT OBJECTIVES AND 33. £RiEMEERERBE (&
POLICIES (Continued)
Liquidity risk HENVE S E S
The Group monitors its risk to a shortage of funds using a AEBERAERLEMRBESFHEITA
recurring liquidity planning tool. This tool considers the maturity EREeRpnER ZIEZRHEY
of both its financial instruments and financial assets (e.g., trade Fem T EHSmEE(NE S EKFIR)
receivables) and projected cash flows from operations. ZE BB RIRE EEFEB  IERREM
=
The Group’s objective is to maintain a balance between AEEZEERBRAERRITENRLE
continuity of funding and flexibility through the use of bank Y REHEETREFRREER - &
loans and overdrafts, obligations under finance leases and trust BeEHEMHERBE R 2Bz T  KEE
receipt loans. The Group’s policy is to maintain the Group at a CHREHFAEEGEN R EEFRE L
net current asset position. AR ©
The maturity profile of the Group’s financial liabilities as at RIFEHIK - AEBE SR EBENREBAS
the end of the reporting period, based on the contractual TIER AT G X ARITIRAFIE - 2500 -
undiscounted payments, is as follows:
2015 2014
“Z-1% —T-mE
On  Lessthan On Less than
demand 1 month Total demand 1 month Total
REXEE SREA @y RERkEE  PMEA mst
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR®TT AR¥Tn AR®TR ARETT AR%®Tr ARET:R
Trade payables U AN - 59,775 59,775 ~ 52,951 52,951
Other payables and accruals E {1 B 20 K
JERT TR - 108,431 108,431 - 87,878 87,878
Amounts due to joint ventures  FE{ & 2 /A Bl HIE 3171 - 3,171 = = =
Amount duetoarelated  JEfT—FEIEEAD A
company IR 1,019 - 1,019 1,649 - 1,649
Interest-bearing bank ATRRIIEE
borrowings 65,268 - 65,268 22,160 - 22,160
69,458 168,206 237,664 23,809 140,829 164,638

TANG PALACE (CHINA) HOLDINGS LIMITED E= (HE) ERAERR A



33.

NOTES TO THE FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

Capital management

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

The Group manages its capital structure and makes
adjustments to it in light of changes in economic conditions and
the risk characteristics of the underlying assets. To maintain or
adjust the capital structure, the Group may 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 ended 31
December 2015 and 31 December 2014.

The capital structure of the Group consists of cash and cash
equivalents and equity attributable to owners of the Company,
comprising issued share capital, reserves and retained profits as
disclosed in the consolidated financial statements.

The directors of the Company review the capital structure
periodically. As part of this review, the directors consider the
cost of capital and risk associate with each class of capital.
Based on recommendations of the directors, the Group will
balance the overall capital structure of the Group through the
payment of dividends, new share issues as well as raising of
new bank loans.
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i A i

TREREERRENRBR (A

EXERE

AEEREAEENTIEAREERELE

BERENISERE  UHIFBRNERLL
RYFHEEEMEBRITRREE -
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R -
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34. STATEMENT OF FINANCIAL POSITION OF THE 34, XD BWHBARR R
COMPANY

BREARRRRERROPBERRRER

Information about the statement of financial position of the

Company at the end of the reporting period is as follows: T -
2015 2014
—E-58f%F —T-mEF
RMB’000 RMB’000
AR¥ T ARETIT
NON-CURRENT ASSETS FREBEE
Investments in subsidiaries RBRRIRE 7,097 7,097
Amounts due from subsidiaries NI FE O] 74,686 73,929
Total non-current assets EMBEEETE 81,783 81,026
CURRENT ASSETS REBEE
Other receivables and prepayments H b e U 5K I8 & FE S 5008 199 =
Cash and cash equivalents Be MReEE 22 14
221 14
CURRENT LIABILITIES i =R
Other payables H b fE {58 197 69
NET CURRENT ASSETS/(LIABILITIES) mBEE/(AE)FE 24 (55)
Net assets BEFE 81,807 80,971
EQUITY =
Issued capital BT 35,409 35,221
Other reserves E b 46,398 45,750
Total equity B 81,807 80,971
YIP Shu Ming CHAN Man Wai
A BRI 8
Director Director
s o
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34. STATEMENT OF FINANCIAL POSITION OF THE 34. QRN BRI (E)
COMPANY (Continued)
Note: Hiat -
A summary of the Company’s reserve is as follows: ARATEBZBENT ¢
Share Share Exchange
premium options fluctuation Retained
account reserve reserve earnings Total
REEE BRERE EIRDRHE RE2F @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT AREFT AREFT
Balance at 1 January 2014 RZE—NF—H—H 55,531 1,187 - 10,117 66,785
Total comprehensive profit for the year SN2 E s 4258 - - - 378 378
Equity-settled share option arangement  LARRZR45E 7 BE AR 20 - 110 - - 110
Exercise of share option TR 1,877 (1,247) - - 630
Final 2013 dividend declared BER=E-=FRHRE (22,153 - - - (22,153)
At 31 December 2014 and RZE—&E
1 January 2015 +-RA=t—-Hk
R-ZZE—RF—Hf—H 35,255 - - 10,495 45,750
Profit for the year FREF 29,659 29,659

Other comprehensive profit for the year: £ R E {1 2E A :
Exchange difference on translation & GINEEMELR)

of foreign operations ERER - - 197 - 197
Total comprehensive profit for the year £ % [ A 4228 - - - 197 29,659 29,856
Issue of shares under share award plan 1R 15 ik 22zt 213517 A% (0 2,780 - - - 2,780
Final 2014 dividend declared ER-Z—NERPRE (31,988) - - - (31,988)
At 31 December 2015 RZZT—hF
+=A=t+—H 6,047 - 197 40,154 46,398
35. APPROVAL OF THE FINANCIAL STATEMENTS 35. #HLERREHRER
The financial statements were approved and authorised for issue A BHmEREEESEN _S—F=H
by the board of directors on 24 March 2016. =09 B #efE R AR EE o

ANNUAL REPORT 2015 —Z — A FF # 151



SUMMARY FINANCIAL INFORMATION

A summary of the results and of the assets, liabilities and non- AEBEARSZIAFEBMBEENEESBRE - L&
controlling interests of the Group for the last five financial years, as & - B & L IEHEREDRS » JyEsta 5 T2
extracted from the published audited financial statements and the — HY4R =A% B 75K MBI EIRA

Prospectus, is set out below.

RESULTS 4
Year ended 31 December
BE+-A=+—HLEE

2015 2014 2013 2012 2011

—E-RE —T-NMFE -—T-=F —T——F —T——F

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

AR®STR ARETT ARETT ARETT AR®TR

Revenue Wz 1,088,147 989,048 902,420 824,712 746,203
Other income and gain, net H AU A a5 3R 29,486 25,861 20,627 18,386 14,598
Cost of inventories consumed B FEFER A (434,745) (402,840) (380,162) (338,536) (306,332)
Staff costs BTHA (302,455) (256,279) (237,601) (206,917) (173,126)
Depreciation of items of ME - HER

property, plant and REEEITE

equipment (57,200) (55,812) (49,785) (39,800) (31,405)
Utilities and consumables NEZHER T ROBEM (62,515) (68,153) (61,525) (62,362) (46,137)
Rental and related expenses ~ f4 RiARER X (117,226) (105,918) (88,129) (72,773 (60,937)
Listing and related expenses i RARBER X - = = - (13,697)
Other expenses HAbFx (75,964) (68,619) (65,572) (57,453) (53,772)
Share of results of a joint FE(RE & RAIER

ventures (2,435) - - - -
Finance costs EEVDN (509) (197) (282) - (688)
Profit before tax TR A 64,584 67,091 49,997 75,257 74,707
Income tax expense FiS i (15,995) (14,891) (13,144) (20,425) (23,981)
Profit for the year RNEE & A 48,589 52,200 36,853 54,832 50,726
Attributable to: HER

Owners of the Company AN/NCIE PPN 48,589 53,200 36,853 54,832 50,726

Non-controlling interests IR - (1,000) - - -

48,589 52,200 36,853 54,832 50,726
ASSETS, LIABILITIES AND NON-CONTROLLING EE BERFERES
INTERESTS

As at 31 December
R+=HA=+-—H
2015 2014 2013 2012 2011
—B-RF —T-MOF _—T=F T _T—F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥TR ARETT ARBTT ARBTT ARETT

Total assets EERE 699,417 597,744 522,415 500,161 455,404
Total liabilities BE®EE (277,757) (194,428) (149,998) (135,107) (116,145)
Non-controling interests JEFE AR R RS - = (1,000) = =

421,660 403,316 371,417 365,054 339,259
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GLOSSARY

Abbreviation

fEm

AGM
BERBFERE

Articles of Association

A=A

Audit Committee

BERLBE

Board
BEEE

CCT Tenancy Agreements
CCTHE &

Chiu Kwun
fidzped

Company
P /N

Controlling Shareholders

PERACR

ANNUAL REPORT 2015 —Z — A 4 F

Definition

B=

annual general meeting of the Company to be held on 3 June 2016
ARAENRZZE—RFEANAZRBITZRTBFARE

articles of association of the Company adopted on 25 March 2011 and as
amended from time to time

ARRR_F——F=ZA -+t RABFRAREIRHET] 2 B EZADR

audit committee of the Company established on 25 March 2011 with written
terms of reference (amended on 1 January 2016)
AARIRZE——F=A-+THARIZERLZE Y - ARBEEBE
HE(BERN_T—R"F—H—BELERD

board of directors of Tang Palace (China) Holdings Limited

B (PE)ERERATESRS

tenancy agreements entered into between the Group as lessee and Meco
Group or Dongguan Well Excellent (as the case may be) as landlord
AEBWERABA) BESEESCRTIBRME ) REFEERET)
M E R

Chiu Kwun Engineering (Shenzhen) Co. Ltd., a company established in
the PRC with limited liability on 4 April 1990 and indirectly wholly-owned
by Mr. KU Hok Chiu, being one of our executive directors and substantial
shareholders

BEEASBHEMORINERRAR  £—WNAZTFH AN AES BRI
ZERRAE APITEERFERRLBBELERELERER

Tang Palace (China) Holdings Limited
EE(hB)ZERERAR

Mr. CHAN Man Wai, Mr. YIP Shu Ming, Mr. KU Hok Chiu, Best Active
Investments Limited, Current Success Investments Limited and Bright Mind
Investments Limited collectively known as the Controlling Shareholders of the
Company

PBROCESAE - BERIRRSLA - HEREBJLAE - Best Active Investments Limited
Current Success Investments Limited & Bright Mind Investments Limited * %t

RN AHERRAIR
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Abbreviation

fER

Corporate Governance Code

(BB

Dongguan Well Excellent

RochEE
EGM

BERFRIAR

FY2014
—mEFBFE

FY2015
—RFVRFE

Group
REE

HK Well Excellent
EBHEE

Listing Date
FHEH

Listing Rules
AR

154

Definition

B=

Corporate governance code as set out in Appendix 14 of the Listing Rules

FRRIM AR E 2 B RE AT RI

Dongguan Well Excellent Hotel Management Services Co., Ltd., a company
established in the PRC with limited liability on 27 October 2006 and wholly
owned by HK Well Excellent

REREREEERBEERAF  —XR_EZXRFTHA++REF
BRI ERAR - HBERETEESR

extraordinary general meeting

BERFRIAE

for the year ended 31 December 2014
HE-_T-WF+-A=1+—HLFE

for the year ended 31 December 2015
HE_Z-—AF+_A=+—HBItFE

Tang Palace (China) Holdings Limited, together with its subsidiaries

B (PE)ERARARRENB AT

Well Excellent Development Limited, an investment holding company
incorporated in Hong Kong with limited liability and owned as to 50% by Mr.
CHAN Man Wai, 35% by Mr. YIP Shu Ming, 15% by Mr. KU Hok Chiu
BEZRBRAT - —KREBIMKINERREZER AT - HERX
B4  BERRAEERTEBBEESRIBEBS0% « 35%K%15%

date on which the trading of the Company’s securities commenced, i.e. 19
April 2011
AAREFFBEECBE - T ——FWMA+ 1R

Rules Governing the Listing of Securities on the Stock Exchange

B praa s EmAR Al
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Abbreviation

fEm

Meco Group

ESEY !

Model Code
fE=F A

Nomination Committee

REZEE

Non-compete undertaking

TEEE A
PRC
i

Pre-IPO Share Option Scheme
BRAFRZEEIIERERT 2

Prospectus

HERE

Remuneration Committee
FTMEES
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Definition

B=

Meco Group Company Limited, a company incorporated in Hong Kong with
limited liability on 14 July 1992 and owned as to 50% by Mr. CHAN Man
Wai, 35% by Mr. YIP Shu Ming and 15% by Mr. KU Hok Chiu
%%ﬁlﬁ@“*v*%#*hh—ﬁtﬂ+maﬁﬁﬁﬁﬁﬁi%ﬁ

DA BRXELE  ERALEREEBEESFIEES0% - 35%
&15%

Model code for securities transactions by directors of listed issuers as set out
in Appendix 10 to the Listing Rules
EARAEAOME BT AETETE SRS ZRESTE|

nomination committee of the Company established on 25 March 2011 with
written terms of reference
ARARIR_E——F=A-THBKUZREZES ARG EEBE
#[E

an irrevocable non-compete undertaking in favour of the Group pursuant to
which each of the Controlling Shareholders will not directly or indirectly, carry
on, invest in or be engaged in any business which would or may compete
with the business of the Group

MAKEEL Z T BB R &S @ Bt - SERBERETEEZSK
T - RESN SRR EE XS R F AT 2 15

People’s Republic of China
REE A RHEAME

pre-initial public offering share option scheme adopted by the Company on
25 March 2011
RAARRZE——F=ZAZ+THBHEAZE R RBEERBRESE

the Company’s prospectus dated 7 April 2011 for the initial public offering
ARBRBMA_E——FHNA+RAZERAAZREHRKRER

remuneration committee of the Company established on 25 March 2011 with
written terms of reference

ARARR=_E——F=ZA-+HRBRIZHFHEES - EREEZERE
E ]
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Abbreviation

fER

SFO
B R B R

Share Award Plan
B 17 2B ET &l

Share Options Scheme

PRt 8

Stock Exchange
B2 PfT

156

Definition

B=

Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to time

HFBEDI BT ERF LG IERH (B IRER] - fFRE AR T &
%)

share award plan adopted by the Company on 25 March 2011 and revised
on 22 March 2013
AARR_E——F=A-THB(RZE—=F=A=+ZB&E])
BRiM 2 B 10 22 Bt &

share option scheme adopted by the Company on 25 March 2011
AARR-ZE——F = -+ A BHEH 2 ERETE

The Stock Exchange of Hong Kong Limited
BEEBARIMBRAT]

TANG PALACE (CHINA) HOLDINGS LIMITED E= (HE) ERAERR A



patised

Q2008
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