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FIVE-YEAR FINANCIAL SUMMARY

2010 2011 2012 2013 2014
BETFT BETFT BETFT BETFT BEFT

HK$000 HK$'000 HK$'000 HK$'000 HK$’000
£ | Results
e RTpavl Profit before taxation 251,365 321,953 858,802 574,614 491,202
FEH%H Income tax expense (10,022) (21,370) (32,062) (18,260) (18,515)
RAREREFEA Profit for the year attributable to

EEREERR equity holders of the Company 241,343 300,583 826,740 556,354 472,687
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PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY
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FIVE-YEAR FINANCIAL SUMMARY

2010 2011 2012 2013 2014
BEFT BT BEFT BETFT BEFT
HKS$'000 HKS$’000 HKS'000 HKS$'000 HKS$'000
EEFE Net assets
WE - BENRE Property, plant and equipment 21,644 20,454 19,445 20,404 20,122
HEME Investment properties 95,695 122,456 136,193 154,825 165,762
BEAT Joint ventures 1,649,907 1,963,657 64,901 = -
Eﬁf%@ﬂ Associates 11,654 13,879 2,237,071 2,468,663 2,945,890
ﬂ{#ﬁ%ﬁ%ﬂ EE Available-for-sale financial assets 488,313 477,114 622,094 452,522 770,129
BRBREE Reinsurance assets 1,665 3,268 2,523 2,007 3,402
RIEMGHEE Deferred income tax assets 475 428 419 376 4,281
REEE Current assets 761,696 791,440 1,166,764 1,209,443 1,668,361
mEBE Current liabilities (330,854) (337,868) (392,133) (305,125) (686,001)
RBEAD Insurance contracts (15,262) (14,069) (14,554) (21,896) (27,707)
ELHEHRAE Deferred income tax liabilities (18,211) (33,844) (37,972) (45,577) (48,230)
BEFRE Net assets 2,666,722 3,006,915 3,804,751 3,935,732 4,816,009
BxmaRn Total equity
[N Share capital 459,429 459,429 459,429 459,429 891,135
HivEe Other reserves 1,761,357 1,930,407 1,927,830 1,595,645 | 1,716,858
REB R Retained profits
BRIR S Proposed dividend 13,783 18,377 41,348 22,971 22,971
Hith Others 432,153 598,702 1,307,833 1,857,687 | 2,185,045
REM2EKZEEZ  Amount recognised in other
RiEmARZGE  comprehensive income and
BERENEE accumulated in equity relating
BHHHE to assets held for sale - - 68311 - -
AQTEHBEA  Total equity attributable to
PEfh A equity holders of the Company 2,666,722 3,006,915 3,804,751 3935732 | 4,816,009

A0 ) Bl i RN A A 2 4R

TOTAL EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY
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FERKE (£/F)
Mr Weng Ruo Tong (Chairman)

2014FIRBRACEIERIBA - BT S AER
B A A E RE IS R X BT H S AR R 1S R AR
RIgMEHE - Z—FHAE - XEEHEMSEA
BRERBRFE  hERMOEEBRE
SR EERELEREERANTR -

In 2014, the global economy grew at a modest pace, the
improved GDP growth in the United States was offset by
relatively slower growth in the Eurozone. On the other hand,
the property market adjustment and the overhang of surplus
capacity have led to a stabilised economic growth with
optimized structure and enhanced quality in Mainland China.
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OPERATING RESULTS

In 2014, the Group’s profit attributable to shareholders
was HK$472.69 million, representing a decrease of 15% as
compared to HK$556.35 million in last year. The decline in
earnings for the year was mainly attributable to the decrease
in extraordinary gains as compared to those of last year. Basic
earnings per share amounted to 102.89 HK cents in 2014
(2013:121.1 HK cents).

Excluding the impact of the one-off after-tax gain of
HK$122.97 million on the disposal of Minxin (Suzhou) Property
Development Co., Ltd. (“Minxin Suzhou”) in 2013 and the
decrease in the one-off gain on the dilution of shareholding
in Xiamen International Bank (“XIB”), the Group’s profit
attributable to shareholders increased by 17.5% or HK$68.75
million, mainly reflecting a HK$84.85 miillion increase in share
of results of XIB.

DIVIDEND

The Board of the Company has resolved to recommend at
the forthcoming Annual General Meeting of the Company to
be held on 18 June 2015 (“2015 AGM”) the payment of a final
dividend of 5 HK cents per share totaling HK$22,971,433 for
the year ended 31 December 2014 (2013: final dividend of 5
HK cents per share totaling HK$22,971,433). The proposed
dividend, if approved, will be paid on or before 3 July 2015.

BUSINESS REVIEW

Financial Services

In 2014, the financial services business of the Group reported
a profit after tax of HK$449.71 million, an increase of 15.4%
over HK$389.7 million of last year. Excluding the impact of
the dilution of the shareholding in XIB, the profit after tax
amounted to HK$437.97 million, an increase of 25.7% as
compared to HK$348.51 million of last year.

The financial services business of the Group include the
banking business and the provision of micro credit business
in Mainland China. The Group, through its major associates,
XIB and Luso International Bank, conducts banking business in
Mainland China and Macao.
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BUSINESS REVIEW (Continued)

Financial Services (Continued)

Banking Business

The economic growth of Mainland China is switching from
high speed to medium-to-high speed. The intense pressure of
the slowdown of economic growth and changes to regulatory
policies in Mainland China adversely affected the operating
environment of domestic banking industry. XIB has focused
on exploring niche market opportunity through products
innovation and strategic transformation, and once again
achieved sound results with total assets closed to RMB350
billion, an increase by 33.6% as compared to that at the end of
last year.

XIB’s profit after tax prepared in accordance with the PRC
Accounting Standards has made a breakthrough in 2014 and
reached RMB2.23 billion, an increase of RMB559.34 million, or
33.5%, over RMB1.67 billion reported in last year. Return on
equity was up slightly.

On 31 December 2014, total assets grew by 33.6% to
RMB348.94 billion as compared to those at the end of 2013.
Gross loans to customers rose by 36.8% to RMB111.37
billion, and total deposits from customers was up 64.4% to
RMB224.19 billion, as compared to the respective balances
at the end of 2013. In 2014, net interest income went up 30%
driven by the growth of loan portfolio and the effect brought
by new business while non-interest income maintained a
single digit growth as compared with those of last year.

Looking forward into 2015, economic challenges will
persist and therefore will lead to uncertainties in economic
expansion. However, it is believed that the Central
Government will continue its implementation of the broad-
based and deep-rooted economic and financial reforms to
promote domestic consumption and stimulate economic
activity. Given the challenging operating environment, XIB
will continue to adhere to stable operation and strive to
develop the vast opportunities of new businesses and new
markets with a view to create sustainable business growth.
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BUSINESS REVIEW (Continued)

Financial Services (Continued)

Micro Credit Business

Sanming Sanyuan District Minxin Micro Credit Company
Limited (“Minxin Micro Credit”), a wholly-owned subsidiary
of the Company incorporated in November 2013 with a
registered capital of RMB300 million, specialises in the
business of providing micro loans to small and medium-sized
enterprises and individuals in Sanming City, Fujian Province.

Minxin Micro Credit recorded a fast pace in its micro credit
business development in 2014. On 31 December 2014, micro
loans to customers were RMB249.1 million (equivalent to
HK$311.28 million), an increase by 664.1% from RMB32.6
million (equivalent to HK$41.76 million) at the end of 2013.
These micro loans mainly comprised secured, pledged and
guaranteed loans. In view of the rapid growth in scale of
micro loans portfolio and challenging domestic economic
conditions, the Group’s impairment losses on micro loans
amounted to RMB30.95 million (equivalent to HK$38.68
million) at 31 December 2014, an increase of RMB30.3 million
(equivalent to HK$37.84 million) for the year under review.
Allowances to total loans ratio was 12.4% at 31 December
2014, an increase of 10.4% as compared with 2% at the end of
2013. The Group will implement a stringent and prudent risk
provisioning policy to strengthen credit risk prevention and
control.

In 2014, Minxin Micro Credit generated interest income from
micro loans of RMB38.59 million (equivalent to HK$48.47
million) and bank deposits of RMB1.68 million (equivalent to
HK$2.11 million) respectively. Minxin Micro Credit reported
a profit after tax of RMB3.08 million (equivalent to HK$3.87
million) in 2014, as compared to a loss of RMB2.6 million
(equivalent to HK$3.34 million) in last year. The forward
foreign exchange contracts entered into by Minxin Micro
Credit in 2013 were utilised during the year, a fair value loss of
RMBO0.48 million (equivalent to HK$0.6 million) was recorded
during the year under review for the reversing of the fair value
gain recorded in 2013.
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BUSINESS REVIEW (Continued)

Insurance Business

Min Xin Insurance Company Limited (“MXIC"), a wholly-owned
subsidiary of the Company, underwrites general insurance
businesses in Hong Kong and Macao.

Gross insurance premiums rose by 4.4%, supported in
particular by rising premiums from bancassurance business.
Underwriting loss, taking into account management expenses
for underwriting business, of HK$2.95 million as compared
to HK$3.27 million in 2013, such improvement reflecting a
better off in claims experiences as compared with last year.
Profit after tax of HK$4.41 million, an increase by 17.3% from
HK$3.76 million in 2013, mainly due to the increase in net
surplus on property revaluation.

New management team of MXIC will focus on steadily
enlarging its clients’ base through new products development
and fostering the robust development of new business
lines in Hong Kong and Macao general insurance market.
Looking ahead, the management will focus on the brand re-
building and adhere to long term and sustainable business
development.

Property Development and Investment

The property development and investment business of the
Group mainly comprises the real estate development business
and the leasing of certain investment properties in Mainland
China. In 2014, the property development and investment
business reported a profit after tax of HK$9.97 million, as
compared with HK$137.24 million in 2013. Excluding the
extraordinary gain on the disposal of Minxin Suzhou of
HK$122.97 million in 2013, the profit after tax was down 30.2%
as compared with last year.
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BUSINESS REVIEW (Continued)

Property Development and Investment (Continued)

A steady and recurrent rental income as well as capital
appreciation were generated by the Group’s investment
properties and car parks in Fuzhou, Fujian Province (the
“Fuzhou Property”). The Fuzhou Property recorded a rental
income of RMB5.53 million (equivalent to HK$6.87 million),
which was up 14.6% as compared with RMB4.82 million
(equivalent to HK$5.87 million) in 2013. At 31 December 2014,
the fair value of the Fuzhou Property was RMB83.21 million
(equivalent to HK$103.98 million), 6.5% higher than the fair
value of RMB78.15 million (equivalent to HK$100.11 million)
at the end of 2013. The Group recorded a fair value gain of
HK$3.87 million and a fair value gain after deferred tax of
HK$1.27 million in 2014, as compared to a fair value gain of
HK$10.92 million and a fair value gain after deferred tax of
HK$3.83 million in 2013.

Investment in Huaneng Power International, Inc.
(“Huaneng Shares”)

At 31 December 2014, the Shanghai Composite Index rose
by about 52.9% as compared to that at the end of 2013. The
closing bid price of Huaneng’s A-share rose from RMB5.05
per share at 31 December 2013 to RMB8.81 per share at 31
December 2014. The fair value of the Group’s investment in
Huaneng Shares measured with reference to the closing bid
price of Huaneng’s A-Share increased to HK$770.13 million
(equivalent to RMB616.28 million). The gain of HK$317.61
million arising from the change in its fair value (2013: loss
of HK$169.57 million) was recorded in other comprehensive
income and accumulated separately in equity in the
investment revaluation reserve.

Being classified as a long term available-for-sale financial asset
of the Group, Huaneng Shares generate a steady dividend
income to the Group. During the year, Huaneng paid a final
dividend for 2013 of RMBO0.38 per share. The Group recorded
dividend income totaling HK$33.23 million, as compared to
the final dividend payment for 2012 of RMB0.21 per share
totaling HK$18.56 million received by the Group in 2013.

Huaneng recently announced its 2014 annual results under
the PRC Accounting Standards. Its operating revenue has
decreased by 6.3% year-on-year, while its operating expenses
have dropped by 8.6% as compared with last year due to
effective control. Its profit attributable to equity holders has
increased by 0.2% to RMB10.55 billion with earnings per share
of RMBO0.75 for the year under review, which is the same as
RMBO.75 per share in 2013.

11
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FINANCIAL REVIEW

Net Asset Value per Share

The Group adheres to the principle of prudent financial
management and strives to maintain a healthy financial
position. Based on 459,428,656 (2013: 459,428,656) shares
in issue, the net asset value per share was HK$10.48 (2013:
HK$8.57) at 31 December 2014.

Total Liabilities to Equity Ratio and Current Ratio

At 31 December 2014, the total liabilities of the Group were
HK$761.94 million (2013: HK$372.6 million) and the ratio of
total liabilities to total equity attributable to shareholders of
the Company was 15.8% (2013: 9.5%). At 31 December 2014,
the current assets and current liabilities of the Group were
HK$1,668.36 million (2013: HK$1,209.44 million) and HK$686
million (2013: HK$305.13 million) respectively with a current
ratio of 2.4 (2013: 4).

Borrowings and Charged Assets

The Group monitors its liquidity requirement on a short to
medium term basis and arranges refinancing of the Group’s
borrowings as appropriate.

At 31 December 2014, the Group’s borrowings comprise bank
loans principal of HK$580 million (2013: HK$200 million),
an increase of HK$380 million as compared to the end of
2013. The maturity profile of the bank loans based on the
scheduled repayment dates set out in the loan facilities before
consideration of the effect of any repayment on demand
clause is spread over a period of three years, with HK$430
million repayable within one year, HK$70 million repayable
more than one year but within two years and HK$80 million
repayable more than two years but within five years. The bank
loans of the Group are in Hong Kong dollars and subject to
floating interest rates.

At 31 December 2014, the above borrowings were secured
by the Group’s offshore bank deposits of RMB324 million
(equivalent to HK$404.89 million) (2013: RMB171 million,
equivalent to HK$219.05 million) placed with the lending
banks and the self-use office building with a net book value of
HK$10.7 million (2013: HK$10.96 million).

Save for the above, the other assets of the Group were not
pledged at 31 December 2014 and 31 December 2013.
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FINANCIAL REVIEW (Continued)

Gearing Ratio

At 31 December 2014, the gearing ratio of the Group (total
borrowings and advances divided by total net assets) still
maintained at a low level and was 12% (2013: 5.1%).

Cash Position

The Group'’s bank deposits are interest bearing at prevailing
market rates. At 31 December 2014, the total bank deposits of
the Group amounted to HK$1,353.93 million (2013: HK$909.35
million) of which 9.5% were in Hong Kong Dollars, 89.6% in
Renminbi and 0.9% in other currencies (2013: 51.9% in Hong
Kong Dollars, 47% in Renminbi and 1.1% in other currencies).

Pursuant to the requirements from the Office of the
Commissioner of Insurance in Hong Kong, a subsidiary
maintains at all times a portion of its funds, being not less than
HK$16 million (2013: HK$16 million), in bank deposits. That
subsidiary has also maintained a bank deposit of MOP11.9
million (equivalent to HK$11.55 million) (2013: MOP9.93
million, equivalent to HK$9.64 million) for fulfilling certain
requirements under the Macao Insurance Ordinance.

Risk of Exchange Rate Fluctuation

The Group mainly operates in Hong Kong, Mainland China
and Macao, the exposure in exchange rate risks mainly arises
from fluctuations in the Hong Kong Dollars and Renminbi
exchange rates. As the Hong Kong Dollars and Renminbi are
both under managed floating systems, the Group reviews
and monitors periodically its foreign currency exposure and
considers hedging significant foreign currency exposure
should the need arise. During 2013, the Group injected the
registered capital of Minxin Micro Credit in Hong Kong Dollars.
In order to minimise the exchange rate risks, Minxin Micro
Credit entered into forward foreign exchange contracts to fix
the exchange settlement rate with a local bank. A fair value
gain on re-measurement of the derivative of RMB0.48 million
(equivalent to HK$0.6 million) was recorded in 2013 and
reversed during the year under review. Save for the above,
the Group did not enter into any derivative contracts aimed at
minimising exchange rate risks during the year under review.
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FINANCIAL REVIEW (Continued)

Capital Commitments

At 31 December 2014, the Group’s capital commitments
relating to property, plant and equipment amounted to
HK$0.21 million (2013: HK$0.21 million).

Contingent Liabilities

At 31 December 2014 and 31 December 2013, the Group had
no significant contingent liabilities.

EMPLOYEES AND REMUNERATION POLICY

At 31 December 2014, the Group had 65 employees. The
remuneration of the employees is based on individual merits
and experience. The Group also provides other benefits to
the employees including retirement benefits and medical
scheme.

PROSPECTS

Looking forward into 2015, it is believed that ongoing
improvements in the global economy is expected, while
the challenging operating environment will emerge in the
economy of Mainland China. The Central Government has
reaffirmed its commitment to the priority of its economic
transformation, domestic consumption is gradually becoming
a major growth driver and this in turn enhances the quality
of the overall economic growth. With proactive fiscal and
prudent monetary policies firmly in place, a balanced, steady
and sustainable growth of economy in Mainland China is
expected.

As an investment-based company with sound financial
position, the Group will adopt a much more proactive
investment strategy to seek for investment opportunities
to achieve sustainable business development and long
term optimistic earnings growth. Looking ahead, the Group
adheres to explore new financial services business and other
opportunities in the Greater China region and strives to
achieve the long term development of the Group and values
for our shareholders as a whole.
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APPRECIATION

I would like to express my sincere appreciation to my fellow
board members for their efforts in upholding the standards of
corporate management and governance. | would like to take
this opportunity to thank the management team and all our
staff for their continued hard work, dedicated services and
contributions to the business development of the Group. Also,
on behalf of the Board of Directors, | would like to express
our appreciation and gratitude to our business partners and
stakeholders for their continued trust and support.

WENG RUO TONG
Chairman

Hong Kong, 26 March 2015
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EXECUTIVE DIRECTORS

Mr Weng Ruo Tong, aged 60, has been appointed as an
Executive Director of the Company since April 2009, and
served as Vice Chairman of the Company since then until
30 June 2009. He has been subsequently re-designated as
Chairman of the Company since 1 July 2009. He is also the
Chairman of the Executive Committee and the Nomination
Committee of the Company. Mr Weng is a university graduate
and has been engaged in industrial investment, infrastructure
construction and development, capital and corporate
management for a substantial period of time. He has
extensive experience in investments, financing, infrastructure
construction and development, and corporate management.
He had previously assumed the positions of Vice Director of
the Forestry Department of Fujian Province, General Manager
of Fujian Forestry Company, General Manager of Fujian
Investment & Development Corporation. He is currently the
Chairman of both Xiamen International Bank and Fujian
Investment & Development Group Co., Ltd., a substantial
shareholder of the Company.

Mr Wang Fei, aged 48, has been appointed as an Executive
Director, Vice Chairman and a member of the Executive
Committee of the Company since August 2014. Mr Wang
holds a Master’s Degree in Business Administration and a
Doctorate Degree in Economics. He is a Senior Economist
in Mainland China. Mr Wang has extensive experience
in corporate development and management, financial
investment management as well as venture capital
management. He has previously assumed the positions
of Deputy General Manager of Investment Management
Department of Fujian Investment and Enterprise Corporation,
Deputy General Manager of Development and Research
Department of Fujian International Trust and Investment
Corporation, General Manager of Development Department,
General Manager of Financial Investment Management
Department of Fujian Investment & Enterprise Holdings
Corporation, Assistant to General Manager of Fujian
Investment & Development Group Co., Ltd., and Chairman of
various venture capital companies. He is currently the Deputy
General Manager of Fujian Investment & Development Group
Co., Ltd. and a Director and the Chairman of Vigour Fine
Company Limited, both of which are substantial shareholders
of the Company. He is currently a director of Industrial
Securities Co., Ltd. and Xiamen King Long Motor Group Co.,
Ltd..
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EXECUTIVE DIRECTORS (Continued)

Mr Liu Cheng, aged 54, has been appointed as a Non-
executive Director of the Company since June 2013 and has
been re-designated as an Executive Director of the Company
following his appointment as the Executive Deputy General
Manager of the Company on 26 August 2014. He has been
appointed as the General Manager, a member of the Executive
Committee and the Remuneration Committee of the
Company on 27 September 2014. Mr Liu is a Senior Economist
in Mainland China. He has extensive experience in investment
management, corporate management and logistics
management. He has previously assumed the positions of
Assistant General Manager and Deputy General Manager of
Fujian Zhong Min International Trade Development Company,
General Manager of Fujian Zhi He Trading Co., Ltd., Director
of the preparatory group for Fujian Zhong Min Natural Gas
Vehicle Filling Station, Leader of the preparatory group for
the urban natural gas project, General Manager of CNOOC
Fujian Gas Co., Ltd., General Manager of the Gas Investment
and Management Division and General Manager of the Energy
Investment and Management Division of Fujian Investment
& Development Group Co., Ltd.. He is currently the Chairman
of Min Xin Insurance Company Limited and Fujian Minxin
Investments Co., Ltd.. He is also a director of Vigour Fine
Company Limited and Samba Limited, both of which are
substantial shareholders of the Company.

Mr Li Jin Hua, aged 52, has been appointed as a Non-
executive Director of the Company since April 2009, and has
been re-designated as an Executive Director of the Company
following his appointment as Deputy General Manager
of the Company on 13 August 2009. He has subsequently
been appointed as the General Manager of the Company
from 16 June 2010 until 26 September 2014. He is also a
member of the Executive Committee of the Company. He is a
university graduate and holds a Master’s Degree in Business
Administration. He is a Senior Economist and Senior Engineer
in Mainland China, and has been engaged in industrial
investment, project development and corporate management
for a substantial period of time. He has extensive experience
in corporate management and investment, development
and construction. He has previously assumed the positions
of Deputy General Manager of Fujian Raw Materials United
Development Company, General Manager of Zhong Min
Leasing Company, General Manager of Fujian Hongfa
Economic Development Company, Deputy General Manager
of CNOOC Fujian Gas Power Co., Ltd., and Deputy General
Manager of the Planning and Development Department
and General Manager of the Gas Department of Fujian
Investment & Development Corporation. He is currently the
General Manager of the Department of Energy Investment &
Management of Fujian Investment & Development Group Co.,
Ltd. and a director of Vigour Fine Company Limited, both of
which are substantial shareholders of the Company.
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NON-EXECUTIVE DIRECTOR

Mr Yang Fang, aged 53, has been appointed as a Non-
executive Director of the Company since March 2015. Mr
Yang holds a Master’s Degree in Business Administration,
Master’s Degree in Engineering and a Bachelor’s Degree in
Engineering. He is a Senior Engineer in Mainland China. He has
extensive experience in corporate management, engineering,
international trading and financial investment management.
He has previously assumed the position of Deputy General
Manager of the Company from November 2002 to December
2005. He has previously assumed the positions of Deputy
Manager and Deputy General Manager of Fujian Huafu
Technology Trading Company of Fujian Investment and
Enterprise Corporation, General Manager of Vigour Fine
Company Limited, Deputy General Manager of Overseas
Investment Management Department of Fujian Investment
& Holdings Corporation, Leader of the preparatory group
for the property company and General Manager of Strategic
Development Department of Fujian Investment & Enterprise
Holdings Corporation, General Manager of Capital Operation
Department and Financial Investment Management
Department of Fujian Investment & Development Holdings
Corporation. He is currently the General Manager of
the Ministry of Finance Capital of Fujian Investment &
Development Group Co., Ltd., a substantial shareholder of the
Company.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr Ip Kai Ming, aged 63, has been appointed as an
Independent Non-executive Director of the Company since
July 1998. He is the Chairman of the Remuneration Committee
and a member of the Audit Committee and the Nomination
Committee of the Company. He is currently the Chairman
of the Supervisory Board of both Xiamen International
Bank and Luso International Bank. He is a fellow member
of both the Hong Kong Institute of Bankers and the Hong
Kong Institute of Directors, and has over 40 years’ extensive
experience in banking and finance. He is also a Director of the
Macao Chamber of Commerce and the Vice Chairman of the
Executive Board of the Macao Institute of Financial Services.
Mr Ip has a Master of Science Degree in Corporate Governance
and Directorship from the Hong Kong Baptist University.

Mr Sze Robert Tsai To, aged 74, has been appointed as an
Independent Non-executive Director of the Company since
May 1999. He is the Chairman of the Audit Committee and a
member of the Remuneration Committee and the Nomination
Committee of the Company. He is a fellow member of the
Institute of Chartered Accountants in England and Wales
and the Hong Kong Institute of Certified Public Accountants
and was a partner of an international firm of accountants
with which he practised for over 20 years. He is currently an
independent non-executive director to a number of Hong
Kong listed companies.

Mr So Hop Shing, aged 67, has been appointed as an
Independent Non-executive Director of the Company since
September 2004. He is a member of the Audit Committee, the
Remuneration Committee and the Nomination Committee of
the Company. He is a practising solicitor and senior partner
of Tang and So, Solicitors and Notaries. He is the holder of
Bachelor of Laws Degree from the University of London,
Master of Laws Degree from the City University of Hong Kong
and The People’s University of China, and Doctor of Laws
Degree from Peking University.
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SENIOR MANAGEMENT

Mr Zhang Fan, aged 42, joined the Company as Deputy
General Manager in August 2013. He graduated from the
Xiamen University in International Finance, holds a Bachelor
of Economics Degree. He is an Economist in Mainland China
and has over 20 years’ extensive experience in financial
management and investment management. He is currently a
director of Min Xin Insurance Company Limited, Fujian Minxin
Investments Co., Ltd. and Sanming Sanyuan District Minxin
Micro Credit Company Limited. He is also a director of Samba
Limited, a substantial shareholder of the Company.

Mr Chan Kwong Yu, aged 44, appointed as Deputy General
Manager and Financial Controller of the Company in March
2014. Mr Chan joined the Company in April 2000 and was
appointed as Deputy Financial Controller in July 2004 and
Financial Controller in January 2008 respectively. He holds
a Bachelor of Commerce Degree in Accounting, and is a
Certified Public Accountant and a Fellow of the Association of
Chartered Certified Accountants. Before joining the Company,
he has worked for various listed companies in Hong Kong. He
has over 15 years of experience in accounting and financial
management. He is currently a member of the Remuneration
Committee of the Company, the Chief Representative of the
Fuzhou Representative Office of the Company and the Acting
Chief Executive of Min Xin Insurance Company Limited, and
also a Director of Min Xin Insurance Company Limited, Fujian
Minxin Investments Co., Ltd. and Sanming Sanyuan District
Minxin Micro Credit Company Limited.

Ms Wu Yu Qi, aged 49, joined the Company as Group
Chief Auditor in August 2013. She has a Master of Business
Administration Degree from the Xiamen University. She is a
Senior Accountant in Mainland China and a Certified Internal
Auditor. She has over 25 years’ extensive experience in risk
management and control, audit, assets management and
financial management.
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CORPORATE GOVERNANCE PRACTICES

The Board of Directors (the “Board”) of the Company is
committed to achieving a high standard of corporate
governance for achieving business objectives and sustainable
development of the Company. The Company has applied
the code provisions of the Corporate Governance Code (the
“CG Code”") as set out in Appendix 14 of the Rules Governing
the Listing of Securities (the “Listing Rules”) on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

In the opinion of the Directors, the Company has complied
with the CG Code throughout the year ended 31 December
2014 save as disclosed below:

CG Code A.4.1 provides that non-executive directors should
be appointed for a specific term, subject to re-election. The
Non-executive Directors of the Company are not appointed
for a specific term, but they are subject to retirement by
rotation and re-election at annual general meetings in
accordance with the Company’s Articles of Association.

BOARD OF DIRECTORS
Board Composition and Functions

The Board of Directors of the Company currently comprises
a total of eight members, with four Executive Directors, one
Non-executive Director and three Independent Non-executive
Directors.

The Board has established a policy setting out the approach
to achieve diversity on the Board (the “Board Diversity
Policy”) with the aims of enhancing Board effectiveness and
corporate governance. Board diversity has been considered
from a number of aspects, including but not limited to gender,
age, cultural and educational background, professional
experience, required expertise, skills, knowledge and length
of service. The current Board consists of a diverse mix of Board
members appropriate to the requirement of the business of
the Company.

The three Independent Non-executive Directors possess
appropriate academic and professional qualifications or
related financial management expertise and have brought
a wide range of business, banking, accounting, legal and
financial experience to the Board.
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BOARD OF DIRECTORS (Continued)
Board Composition and Functions (Continued)

The Company has maintained an updated list of Board
members identifying the roles and functions and whether
they are Independent Non-executive Directors on its website
and the website of Hong Kong Exchanges and Clearing
Limited (the “HKEx"). Their biographical details are set out
in the section “Biographical Details of Directors and Senior
Management” in this Annual Report.

The Board determines the Group’s overall objectives and
strategies, monitors and evaluates its operating and financial
performance. It also decides on matters such as annual
budgets and business plans, major transactions, director
appointments or re-appointments, and dividend and
accounting policies. The Board has delegated the authority
and responsibility for implementing its business strategies
and managing the daily operations of the Group’s businesses
to senior management under the supervision of the General
Manager and the Executive Committee of the Board.

Non-executive Directors (including the Independent Non-
executive Directors) have made a positive contribution to
the development of the Company’s strategies and policies
through independent, constructive and informed comments.
They gave the Board and the Committees on which they serve
the benefit of their skills, expertise and varied backgrounds
and qualifications through regular attendance and active
participation.

All Directors are required to disclose to the Company their
offices held in public companies or organizations and other
significant commitments.

Board meetings are normally scheduled in advance to
facilitate fullest possible attendance. Each Director is invited
to present any businesses that he wishes to discuss or propose
at such meetings. Full Board or Committee papers will be sent
to all Directors or Committee members at least 3 days before
the intended date of a Board Meeting or Committee Meeting
respectively. Management also supplies the Board and its
Committees with sufficient information and explanations
so as to enable them to make an informed assessment of
financial and other information put before the Board and its
Committees for approval. Draft and final versions of minutes
are circulated to all the Directors for their comment and
records respectively.
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BOARD OF DIRECTORS (Continued)

Board Composition and Functions (Continued)

All Directors have access to appropriate business documents
and information about the Company on a timely basis.
Furthermore, management provides all Board members with
monthly updates which give a balanced and understandable
assessment of the Company’s performance, position and
prospects in sufficient detail to enable the Board as a whole
and each Director to discharge their duties under the
Listing Rules. The Board and each Director has separate and
independent access to senior management of the Company.

Directors may choose to take independent professional
advice at the Company’s expense, if necessary. The Company
has arranged appropriate insurance cover on directors’ and
officers’ liabilities in respect of legal actions against them
arising from corporate activities.

In 2014, eight Board meetings and the annual general
meeting for the year 2014 were held. The individual
attendance of each Director is set out below:

SRRY
HiE BT
Number of Meetings
attended/held

ExEg RRBFEAE®
Annual
Board General
Meeting Meeting
HITES Executive Directors
SERLE(EE) Mr Weng Ruo Tong (Chairman) 6/8 1/1
(lBEZEEE/E) (Chairman of the Nomination Committee)
TIRGA(BIFE) Mr Wang Fei (Vice Chairman) 2/4 i A
(720144826 HZ1F) (appointed on 26 August 2014) N/A
EERN Sk (BIEE) Mr Peng Jin Guang (Vice Chairman) 1/4 0/1
(R20149F8H26 HEFT) (resigned on 26 August 2014)
Bl A (HEAETE) Mr Liu Cheng (General Manager) 8/8 1/1
(R20144F 8526 HFF) (re-designated on 26 August 2014)
FRERE Mr Li Jin Hua 8/8 1/1
REE AL Mr Zhang Rong Hui 7/8 11
(2015493 F26 HEHF) (resigned on 26 March 2015)
BIFHTES Independent Non-executive Directors
S EMELE Mr Sze Robert Tsai To 6/8 1/1
(BEERZESE/E) (Chairman of the Audit Committee)
ERBEE Mr Ip Kai Ming 5/8 11
(N ZEE 2+ /E) (Chairman of the Remuneration Committee)
BEKEE Mr So Hop Shing 6/8 1/1
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BOARD OF DIRECTORS (Continued)
Corporate Governance Functions

The Board is responsible for determining the policy for the
corporate governance of the Company and performing the
corporate governance duties as below:

e To develop and review the Company’s policies and
practices on corporate governance;

e To review and monitor the training and continuous
professional development of directors and senior
management;

e To review and monitor the Company’s policies and
practices on compliance with legal and regulatory
requirements;

e Todevelop, review and monitor the code of conduct and
compliance manual (if any) applicable to the Directors
and employees; and

e To review the Company’s compliance with the code of
corporate governance and disclosure requirements in the
Corporate Governance Report.

Chairman and Chief Executive

The positions of the Chairman of the Board (“Chairman”) and
the existing General Manager (acting in the capacity of Chief
Executive) of the Company are held by separate individuals
with a view to maintain an effective segregation of duties
regarding management of the Board and the day-to-day
management of the Group’s businesses.

One of the important roles of the Chairman is to provide
leadership to the Board to ensure that the Board acts in the
best interests of the Group. The Chairman ensures that the
Board works effectively and discharges its responsibilities,
and that all key and appropriate issues are discussed by the
Board in a timely manner. The Chairman has delegated the
responsibility for drawing up the agenda for each Board
meeting to the General Manager.
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BOARD OF DIRECTORS (Continued)
Chairman and Chief Executive (Continued)

Senior management is responsible for the day-to-day
operations of the Group under the leadership of the General
Manager of the Company. The General Manager, working
with the Executive Committee and supported by senior
management, is responsible for managing the businesses of
the Group, including implementation of strategies adopted
by the Board and assuming full accountability to the Board for
the operations of the Group.

Apart from regular Board meetings, the Chairman also held
meetings with the Independent Non-executive Directors
without the presence of Executive Directors in 2014.

Independence of Independent Non-executive Directors

Each of the Independent Non-executive Directors has made
an annual confirmation of independence to the Company
and the independence has been assessed in accordance
with the guidelines set out in Rule 3.13 of the Listing Rules.
The Company is of the view that all the Independent Non-
executive Directors meet the independence guidelines
and are independent in accordance with the terms of the
guidelines.

To further enhance accountability, any appointment of an
Independent Non-executive Directors who has served on the
Board for more than nine years will be subject to a separate
resolution to be approved by shareholders. The Company will
state in the notice of the annual general meeting the reasons
why the Company considers the Independent Non-executive
Director is still independent and the recommendation to
shareholders to vote in favor of the re-election of such
Independent Non-executive Director.
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BOARD OF DIRECTORS (Continued)
Appointment, Re-election and Removal

In accordance with the Articles of Association of the Company,
one-third of the Directors are required to retire from office by
rotation for re-election by shareholders at an annual general
meeting. In addition, every Director is subject to retirement by
rotation at least once every three years. New appointment to
fill a causal vacancy is subject to re-election by shareholders
at the next general meeting and new appointment as an
addition to the Board is subject to re-election by shareholders
at the next annual general meeting of the Company following
his appointment respectively. Names of such Directors eligible
for re-election being accompanied by detailed biographies
will be stated in the notice of the general meeting or the
annual general meeting.

The Non-executive Directors of the Company have not been
appointed for a specific term as required by CG Code A.4.1;
but they are subject to retirement by rotation and re-election
at the Company’s annual general meeting in accordance with
the Company’s Articles of Association.

Directors’ Continuous Professional Development

All Directors are encouraged to participate in continuous
professional development to develop and refresh their
knowledge and skills to ensure their contribution to the Board
remains informed and relevant.

During the year under review, the Company has arranged for
the Directors and senior management a seminar covering the
key amendments of Hong Kong Companies Ordinance led by
a professional organisation.
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EHE () BOARD OF DIRECTORS (Continued)
AR SRR () Directors’ Continuous Professional Development
(Continued)
REZE2014F12A31BIEFERNSESAE The training record of each Director received for the year
ZEI 2 ERIGREEHFINT - ended 31 December 2014 is summarised below:
EAIEE
Types
of Training
HITES Executive Directors
SERLE(EE) Mr Weng Ruo Tong (Chairman) A B
FIEE(EEE) Mr Wang Fei (Vice Chairman) A, B
BRI (AAAEHE ) Mr Liu Cheng (General Manager) A B
FRERE Mr Li Jin Hua A, B
REEEIAE Mr Zhang Rong Hui A, B
BYEHTES Independent Non-executive Directors
B E Mr Sze Robert Tsai To A, B
ERALE Mr Ip Kai Ming A, B
BREKEE Mr So Hop Shing A, B

A HEHEERHENE

Attending seminars and/or briefing sessions

B RMEAWENE ZEZ RIRE URESRERATEFEH

Reading materials relating to management, legal, finance and investment and directors’ duties and responsibilities and so on
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DELEGATION BY THE BOARD

Four Board Committees were formed by the Board and
comprise the Executive Committee, the Audit Committee, the
Remuneration Committee and the Nomination Committee.

Executive Committee

The Board has delegated the authority and responsibility
for implementing its business strategies and managing the
daily operations of the Group’s businesses to the Executive
Committee which currently consists of four Executive
Directors of the Board, namely Mr Weng Ruo Tong (Chairman),
Mr Wang Fei, Mr Liu Cheng and Mr Li Jin Hua. These members
meet frequently as and when necessary.

Audit Committee

The Audit Committee comprises three Independent Non-
executive Directors and is chaired by Mr Sze Robert Tsai To
who was a partner of an international firm of accountants
with which he practiced for over 20 years. The other members
are Mr Ip Kai Ming and Mr So Hop Shing. The Company has
maintained the terms of reference of the Audit Committee on
its website and the website of HKEx.

The Audit Committee is responsible for the appointment of
external auditor, reviewing the Group’s financial information
and providing oversight of the Group’s financial reporting
and internal control system. It is also responsible for
reviewing the interim and annual results of the Group prior
to recommending them to the Board for approval. It meets
regularly to review financial reporting and internal control
matters and to perform such duties it has unrestricted
access to both the Company’s external and internal auditors.
Sufficient resources are provided to the Audit Committee to
discharge its duty, including but not limited to obtain legal
or other independent professional advice at the Company’s
expense.
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DELEGATION BY THE BOARD (Continued)
Audit Committee (Continued)

During the year, the Audit Committee has performed, inter
alia, the following:

e reviewed the annual results for the year ended 31
December 2013 and the interim results for the six months
ended 30 June 2014 respectively with the external
auditor;

e reviewed and obtained explanation from management
on the interim and annual results, including causes of
changes from the previous accounting period, effects on
the application of new accounting policies, compliance
with the Listing Rules and relevant legislation;

e reviewed the activities of the Group’s internal audit
function and its findings and recommendations as laid
down in the internal audit reports;

e considered and proposed to the Board the re-appointment
of PricewaterhouseCoopers as the Company’s external
auditor;

e reviewed the 2014 annual audit plan;

e considered the adequacy of resources, qualifications and
experience of staff of the Company’s accounting and
financial reporting function, and their training programs
and budget;

e held meetings with the external auditor in the absence of
management to discuss any material audit issues; and

e approved the internal audit program for 2015.

In 2014, the Audit Committee held two meetings, and the
attendance records of individual committee members are set
out below:

= P

HiE BT
Number of
Meetings
attended/held

SEBMELE ()
EREAELE
mAamit

Mr Sze Robert Tsai To (Chairman) 2/2
Mr Ip Kai Ming 2/2
Mr So Hop Shing 2/2
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DELEGATION BY THE BOARD (Continued)
Remuneration Committee

The Remuneration Committee comprises five committee
members and the majority of the committee members are
Independent Non-executive Directors. The Remuneration
Committee is chaired by Mr Ip Kai Ming who is an Independent
Non-executive Director, the other members are Mr Sze Robert
Tsai To, Mr So Hop Shing, Mr Liu Cheng and Mr Chan Kwong
Yu. The Company has maintained the terms of reference of the
Remuneration Committee on its website and the website of
HKEXx.

The Remuneration Committee is responsible for making
recommendations to the Board regarding the Company’s
remuneration policy, and the formulation and review of the
specific remuneration packages of all Executive Directors and
senior management of the Company.

During the year, the Remuneration Committee has performed,
inter alia, the following:

° reviewed the fees of the Directors, and recommended the
same to the Board for approval;

e reviewed the payment of bonus to senior management,
and recommended the same to the Board for approval;
and

e reviewed the Company’s proposed salary adjustments to
its employees, and recommended the same to the Board
for approval.

In 2014, the Remuneration Committee held one meeting, and
the attendance records of individual committee members are
set out below:

BB

HE BT
Number of
Meetings
attended/held

ERBRE(EE)

S EMEILE

AL

BN
(R2014F9 H27 0 ZF)

IRERE
(FR20149F9 H27 H E#HE)

PREF 4

Mr Ip Kai Ming (Chairman) 1/1
Mr Sze Robert Tsai To 11
Mr So Hop Shing 11
Mr Liu Cheng T EA

(appointed on 27 September 2014) N/A
Mr Li Jin Hua 1/1

(resigned on 27 September 2014)
Mr Chan Kwong Yu 1/1
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DELEGATION BY THE BOARD (Continued)
Remuneration Committee (Continued)

Details of the remuneration of Directors are disclosed on an
individual basis and are set out in Note 10 to the consolidated
financial statements of the Group. The remuneration payable
to senior management of the Company by band for the year
ended 31 December 2014 was as follows:

AE

Number of

Individuals

7B #500,001 7T — 78 #1,000,0007C HK$500,001 — HK$1,000,000 1
751,000,001 7T — 8 %1,500,0007C HK$1,000,001 — HK$ 1,500,000 2
753,000,001 7T — 8 #3,500,0007T HK$3,000,001 - HK$3,500,000 2

RYEZAG

RAZE SRR BARK - HEP KA
BERBUFNTES -REZEehERS
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RREASEE  LBBAEENRGFAKESL - 24
ZEeMBRESED NEN AR R ME
AFAEA o

REZBEENIZRAER/BRITETENR
B ABRER DeAHEaBEERMEE
BEEMALT  UARFEBIIFRTESEZE

VA

Nomination Committee

The Nomination Committee comprises four committee
members and the majority of the committee members are
Independent Non-executive Directors. The Nomination
Committee is chaired by Mr Weng Ruo Tong, the Chairman
of the Board, and the other members are three Independent
Non-Executive Directors, Mr Ip Kai Ming, Mr Sze Robert Tsai To
and Mr So Hop Shing. The Company has maintained the terms
of reference of the Nomination Committee on its website and
the website of HKEXx.

The primary duties of the Nomination Committee are to
review the structure, size and composition of the Board,
identify individuals suitably qualified to become members of
the Board, and assess the independence of Independent Non-
executive Directors.
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DELEGATION BY THE BOARD (Continued)
Nomination Committee (Continued)

During the year, the Nomination Committee has performed,
inter alia, the following:

e reviewed the structure, size and composition of the
Board, monitored the implementation of the Board
Diversity Policy and reported annually;

. recommended to the Board for endorsement the re-
election of the retiring Directors;

e recommended to the Board for approval the
appointment of a new Director; and

reviewed and assessed the independence of the
Independent Non-executive Directors.

In 2014, the Nomination Committee held two meetings, and
the attendance records of individual committee members are
set out below:

= P

HE BT
Number of
Meetings
attended/held

SERK(EE)
EREAELE
LB RE
Akt
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Mr Weng Ruo Tong (Chairman) 2/2
Mr Ip Kai Ming 2/2
Mr Sze Robert Tsai To 2/2
Mr So Hop Shing 2/2
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DIRECTORS’ SECURITIES TRANSACTIONS
AND SHARE INTERESTS

Compliance with Model Code

The Company has adopted its own code of conduct regarding
directors’ securities transactions on terms no less exacting
than the required standard set out in Appendix 10 - Model
Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) of the Listing Rules. Specific enquiry has
been made to all the Directors of the Company who confirmed
that they have complied with the required standard set
out in the Model Code and the Company’s code of conduct
regarding directors’ securities transactions.

Share Interests of Directors

Details of Directors’ interests in shares of the Company at
31 December 2014 have been disclosed in the Report of the
Directors set out in this Annual Report.

FINANCIAL REPORTING

Directors acknowledge their responsibility for preparing
the financial statements on a going concern basis, with
supporting assumptions or qualifications as necessary. The
Company’s financial statements are prepared in accordance
with the Listing Rules, Companies Ordinance and also the
accounting principles and practices generally accepted in
Hong Kong. Appropriate accounting policies are selected
and applied consistently; judgments and estimates made
are prudent and reasonable. A statement by the external
auditor, PricewaterhouseCoopers, about their reporting
responsibilities is included in the Independent Auditor’s
Report in this Annual Report.

The Directors endeavor to ensure a balanced, clear and
understandable assessment of the Company’s position and
prospects in annual reports, interim reports, price-sensitive
announcements and other disclosures required under the
Listing Rules and other statutory requirements.
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INTERNAL CONTROLS

The Board has the responsibility to ensure that the Group
maintains sound and effective controls to safeguard the
Group’s assets.

The internal control system is designed to provide reasonable,
but not absolute, assurance against material misstatement or
loss; to manage rather than completely eliminate the risk of
system failure; and to assist in the achievement of the Group’s
objectives.

The Internal Audit Department plays a major role in
monitoring the internal control of the Group and reports
functionally to the Audit Committee and the General Manager
and has direct access to the Board. It has unrestricted access
to review all aspects of the Group’s activities and internal
controls. It also conducts special audits of areas of concern
identified by the Audit Committee or senior management. The
Audit Committee has free and direct access to the Head of the
Internal Audit Department without reference to the Chairman
or senior management.

In 2014, the Board, through the Audit Committee and Internal
Audit Department, conducted an annual review of the Group’s
internal control system. The annual review was coordinated
by the Group’s Internal Audit Department, and Internal
Audit Department has carried out independent examination
and other post-assessment work on the review process and
results after self-assessment by senior management and each
business and operational unit. The results of the 2014 review
had been reported to the Audit Committee and the Board.

AUDITOR’S REMUNERATION

For the year ended 31 December 2014, the fees paid or
payable to the external auditor for statutory audit services,
attestation work (in relation to interim financial statements
issued by the Company), professional services for tax and
consultancy services were HK$2,423,000, HK$360,000 and
HK$250,000 respectively.

COMPANY SECRETARY

The Company Secretary of the Company is a full time
employee of the Company. In 2014, the Company Secretary
has duly complied with the relevant professional training
requirement under Rule 3.29 of the Listing Rules.
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SHAREHOLDERS’ RIGHTS
Convening a General Meeting (“GM”)

Shareholder(s) holding not less than 5% of the total voting
rights of all members having a right to vote may request to call
a GM of the Company.

The request:

(@) must state the general nature of the business to be dealt
with at the GM;

(b) must be signed by the shareholders concerned and may
consist of several documents in like form;

(c) may include the text of a resolution that may properly be
moved and is intended to be moved at the GM;

(d) must state (i) the name(s) of the shareholder(s)
concerned, (ii) the contact details of such shareholder(s)
and (iii) the number of ordinary shares of the Company
held by such shareholder(s); and

(e) may be deposited at the registered office of the Company
in hard copy form or in electronic form.

The request will be verified with the Company’s share registrar
and upon their confirmation that the request is proper and
in order, the Company Secretary will notify the Directors to
proceed to convene a GM within 21 days from the date of the
receipt of the request. Such GM must be held on a date not
more than 28 days after the date of the notice convening the
GM.

If the Directors fail to convene a GM within 21 days from
the date of the receipt of the request, the shareholders
who requested the GM, or any of them representing more
than one-half of the total voting rights of all of them, may
themselves convene the GM. Any GM so convened shall not be
held after the expiration of three months from the date of the
deposit of the request.

A meeting so convened by the shareholder(s) concerned shall
be convened in the same manner, as nearly as possible, as that
in which meetings are to be convened by the Directors.

Any reasonable expenses incurred by the shareholder(s)
concerned by reason of the failure of the Directors duly to
convene a meeting shall be reimbursed to such shareholder(s)
by the Company.
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SHAREHOLDERS’ RIGHTS (Continued)

Moving a resolution at an annual general meeting
(4‘AGM”)

Pursuant to Section 615(2) of the Companies Ordinance
(Chapter 622, Laws of Hong Kong), the Company must give
notice of a resolution if it has received requests from the
following number of shareholders:

(@) the shareholders of the Company representing at least
2.5% of the total voting rights of all the shareholders
who have a right to vote on the resolution at the AGM to
which the requests relate; or

(b) at least 50 shareholders who have a right to vote on the
resolution at the AGM to which the requests relate.

The request (i) may be sent to the Company in hard copy
form at the registered office of the Company; (ii) must identify
the resolution of which notice is to be given; (iii) must be
authenticated by the person or persons making it; and (iv)
must be received by the Company not later than 6 weeks
before AGM to which the request relates; or if later, the time at
which notice is given of that meeting.

In addition, the request will be verified with the Company’s
share registrar, and upon the share registrar’s confirmation
that the request is proper and in order, the Company Secretary
will notify the Directors for including the resolution in the
agenda for the AGM.

Pursuant to Section 616 of the Companies Ordinance, the
Company that is required under Section 615 of the Companies
Ordinance to give notice of a resolution must send a copy of
it at the Company’s own expense to each shareholder of the
Company entitled to receive notice of the AGM in the same
manner as the notice of the meeting; and at the same time as,
or as soon as reasonably practicable after, it gives notice of the
meeting.
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SHAREHOLDERS’ RIGHTS (Continued)
Circulation of Statement at General Meetings

If shareholders of the Company would like to express their
views to a matter mentioned in a proposed resolution or
other business to be dealt with at an AGM or GM, they can
submit a written statement of not more than 1,000 words with
respect to that matter or business and request the Company
to circulate their written statement to shareholders of the
Company entitled to receive notice of the meeting. Such
shareholders must represent:

(@) at least 2.5% of the total voting rights of all the
shareholders having the relevant right to vote at the
meeting; or

(b) atleast 50 shareholders having the relevant right to vote
at the meeting.

For a proposed statement concerning a matter mentioned in
a proposed resolution, the shareholders having the relevant
right to vote at the meeting mean those shareholders having
a right to vote on that resolution (i.e. only disinterested
shareholders).

For a proposed statement concerning other business, the
shareholders having the relevant right to vote at the meeting
mean those shareholders having a right to vote at the
meeting.

The proposed statement must be signed by all the
shareholders concerned and deposited at the registered office
of the Company, for the attention of the Company Secretary at
least 7 days before the meeting to which the request relates.
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SHAREHOLDERS’ RIGHTS (Continued)
Circulation of Statement at General Meetings (Continued)

The request will be verified with the Company’s share registrar
and upon their confirmation that the request is proper and
in order, the Company will circulate the statement to each
shareholder of the Company entitled to receive notice of the
meeting provided that:

(@) if the request relates to an AGM:

(i) the proposed statement is received in time to enable
the Company to send a copy of the statement when
the Notice of AGM is despatched; or

(i) otherwise, the shareholders concerned have
deposited a sum reasonably sufficient to meet the
Company’s expenses in circulating the statement
submitted by the shareholders concerned not later
than 7 days before the AGM.

(b) if the request relates to a GM (other than an AGM),
the shareholders concerned have deposited a sum
reasonably sufficient to meet the Company’s expenses in
circulating the statement submitted by the shareholders
concerned not later than 7 days before the GM.

For further details on the shareholder qualifications, and the
procedures and timeline, shareholders are kindly requested
to refer to Sections 580 and 615 of the Companies Ordinance
(Chapter 622, Laws of Hong Kong).

Further, a shareholder may propose a person other
than a retiring Director of the Company for election as a
Director of the Company at a GM. The procedures for such
proposal are available on the website of the Company
(www.minxin.com.hk).
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SHAREHOLDERS’ RIGHTS (Continued)
Putting Enquiries to the Board

Shareholders may send their enquiries requiring the Board's
attention in writing together with his/her contact details
addressing to the registered office of the Company or by
email to mxhl.enquiry@minxin.com.hk for the attention of the
Company Secretary.

SHAREHOLDERS COMMUNICATION POLICY

The Company adopted a Shareholders Communication
Policy which aims to enhance the corporate communication
effectively between the shareholders, and the Board and
senior management of the Company through various official
channels so that the shareholders can access the Company’s
public information equally in a timely manner.

CONSTITUTIONAL DOCUMENTS

During 2014, there has been no change in the Company’'s
constitutional documents. A copy of the latest constitutional
documents is posted on the websites of the Company and
HKEX.

The Board has proposed to adopt the New Articles of
Association in order to align with the new Companies
Ordinance (Chapter 622, Laws of Hong Kong) which has come
into effect on 3 March 2014 and for house-keeping purpose.

The New Articles of Association will be subject to the
approval of the shareholders of the Company by way of a
special resolution at the AGM. Details will be set out in the
Explanatory Statement of the Proposed Amendments to the
Articles of Association attached to the circular of AGM to be
issued to the shareholders of the Company together with the
2014 Annual Report.
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CHANGES IN THE INFORMATION OF
DIRECTORS

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes in
the information of the Directors of the Company required to
be disclosed since the 2014 interim report of the Company are
set out below:

Mr Wang Fei, an Executive Director, Vice Chairman and a
member of the Executive Committee of the Company, has
been appointed as a director of Xiamen King Long Motor
Group Co., Ltd. with effect from 10 September 2014 and a
director of Industrial Securities Co., Ltd. with effect from 23
December 2014, both of which are companies listed on the
Shanghai Stock Exchange.

Mr Liu Cheng, an Executive Director and Executive Deputy
General Manager of the Company, has been appointed as the
General Manager, a member of the Executive Committee and
the Remuneration Committee of the Company with effect
from 27 September 2014. Mr Liu has also been appointed
as the Chairman of Min Xin Insurance Company Limited and
Fujian Minxin Investments Co., Ltd., and a Director of Dorfine
Development Limited, Min Xin (China) Investment Limited,
Min Xin (Nominee) Limited, Min Xin Properties Limited, Take
Chance Company Limited and Thousand Limited.

Mr Li Jin Hua, an Executive Director of the Company, has
resigned as the General Manager and a member of the
Remuneration Committee of the Company with effect from 27
September 2014.
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The Directors hereby present their report together with the
audited financial statements for the year ended 31 December
2014.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment
holding. The principal activities and other particulars of
the subsidiaries are set out in Note 17 to the consolidated
financial statements.

The analysis of the principal activities and geographical
locations of the operations of the Company and its
subsidiaries (the “Group”) for the year are set out in Note 5 to
the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2014
are set out on page 49.

The Board of the Company has resolved to recommend at
the forthcoming Annual General Meeting of the Company to
be held on 18 June 2015 (“2015 AGM") the payment of a final
dividend of 5 HK cents per share totaling HK$22,971,433 for
the year ended 31 December 2014 (2013: final dividend of 5
HK cents per share totaling HK$22,971,433). The proposed
dividend, if approved, will be paid on or before 3 July 2015.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results, net assets and total equity of the
Group for the last five financial years is set out on pages 4 to 5.

RESERVES

Movements in the reserves of the Group and the Company
during the year are set out on page 54 and in Note 30(b) to the
consolidated financial statements respectively.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment
of the Group and the Company are set out in Note 15 to the
consolidated financial statements.
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PRINCIPAL PROPERTY INTERESTS HELD

Details of the principal property interests held by the Group
are set out on page 200.

SHARE CAPITAL

Details of the share capital of the Company are set out in Note
30(a) to the consolidated financial statements.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31 December 2014,
calculated under Part 6 of the new Hong Kong Companies
Ordinance (Chapter 622), amounted to HK$569,541,000 (2013:
HK$486,903,000).

DIRECTORS

The names of the Directors serving during the year and at the
date of this report are set out on page 2.

In accordance with articles 94 and 95 of the Company’s
Articles of Association, Mr Ip Kai Ming, Mr Sze Robert Tsai To
and Mr Liu Cheng will retire by rotation at the forthcoming
annual general meeting and, being eligible, offer themselves
for re-election.

In accordance with article 85 of the Company’s Articles
of Association, Mr Wang Fei and Mr Yang Fang, who were
appointed as Director of the Company on 26 August 2014
and 26 March 2015 respectively, shall hold office until
the forthcoming annual general meeting of the Company
following their appointments and, being eligible, offers
themselves for re-election.

None of the Directors who are proposed for re-election at the
forthcoming annual general meeting has a service contract
with the Company which is not determinable by the Company
within one year without payment of compensation.

The Company has received from each Independent
Non-executive Director an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules
on the Stock Exchange and the Company considers all the
Independent Non-executive Directors are independent as
defined in the Listing Rules.
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DIRECTORS’ INTERESTS

No contracts of significance in relation to the Company’s
business to which the Company or any of its subsidiaries was
a party and in which a Director of the Company had a material
interest, whether directly or indirectly, subsisted at the end of
the year or at any time during the year.

At no time during the year was the Company or any of
its subsidiaries a party to any arrangement to enable the
Directors of the Company to acquire benefits by means of
acquisition of shares in, or debentures of, the Company or any
other body corporate.

At 31 December 2014, the interests and short positions of the
Directors and Chief Executive of the Company in the shares,
underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO")) as recorded in the
register required to be kept under section 352 of the SFO or
as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code of the Listing Rules were as
follows:

REQRREBERD 2=
Long Position in Ordinary Shares of the Company

BARRES
BEEROGEE Approximate
EEpnE EENY Number of percentage of
Name of Director Nature of interests shares held shareholding

R (NG E
Ip Kai Ming Personal interest 666,000 0.14%

%7 (NG E
Yang Fang Personal interest 50,000 0.01%

Br ESCRTIEEEE SN - FR2014F 128318 &
NABEERITHREHERLE AN RS EEM
EEEE (RFH B GO EXVE AT
EE)NKG - BERDSRESPERERAE
BB B A RSN FE 352158 FHFR SR
AT SRS AR BAZ ESF A B A AR A) R Bt
R ZERIAR  MARBZEZRESE
ZEBHISHEUTZTFLREARATERET
AEFARBARRNELSSEITEZSE
F o

Save as disclosed above, as at 31 December 2014, none of
the Directors and Chief Executive of the Company had any
interests or short positions in the shares, underlying shares
or debentures of the Company or any associated corporation
(within the meaning of Part XV of the SFO) as recorded in the
register required to be kept under section 352 of the SFO or
as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code; and none of the Directors or
their spouses or children under the age of 18, had any right to
subscribe for the securities of the Company, or had exercised
any such right during the year.
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SUBSTANTIAL SHAREHOLDERS

The register maintained by the Company pursuant to section
336 of the SFO recorded that, as at 31 December 2014, the
following corporations had interests (as defined in the SFO) in
the Company:

BYOERED
FEROEE Approximate
IR =3 Number of percentage of
Name of Corporation Notes shares held shareholding
Samba Limited (“Samba”) 144,885,000 31.54%
EEARAR(ERE]D
Vigour Fine Company Limited (“Vigour Fine”") 1 220,580,600 48.01%
REEARENBEEEAREETAR(TRERESE])
Fujian Investment & Development Group Co., Ltd. (“FIDG") 2 220,580,600 48.01%

Hiat

1. BifEASambaMiF#HBER  WHRAESR
Samba 2K A B Fr 435 144,885,000 A% i 17 # 4
#= o B MEERE A QT 275,695,600

B15 o

2. GRERESEEEFBFEENZIEHTR
X R AEASamba R EENAR T R
Fft $5 144,885,000 i% & 75,695,600 % A% 17 &9 4

N2
ZS o

I

LU EREFEEARARLEBER A - B
2014128318 » AR AIRES RBEED
F3B6IEMREZ B MRS ETAART

S~ R Rl Ay
RAFRAGEE R @B E RS2 R

e AARAHEHBERRRFATEBA
HHEFAARRB 2L ©

Notes:

1. Vigour Fine was the controlling shareholder of Samba and
was deemed to be interested in the 144,885,000 shares of
the Company held by Samba. Vigour Fine also directly held
75,695,600 shares of the Company.

2. FIDG directly holds the entire issued share capital of Vigour Fine
and was deemed to be interested in the 144,885,000 shares of
the Company held by Samba, and the 75,695,600 shares of the
Company held by Vigour Fine.

All the interests stated above represent long positions in the
ordinary shares of the Company. As at 31 December 2014, no
short positions were recorded in the register maintained by
the Company under section 336 of the SFO.

PURCHASE, SALE OR REDEMPTION OF SHARES

The Company has not redeemed any of its shares during the
year. Neither the Company nor any of its subsidiaries has
purchased or sold any of the Company’s shares during the
year.
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MANAGEMENT CONTRACTS

During the year, the Company renewed the annual
management agreement with Vigour Fine, a substantial
shareholder of the Company, whereby Vigour Fine provides
management services to the Company which include the
provision of Directors to the Board of the Company. A
management fee of HK$1,880,000 has been paid to Vigour
Fine during the year.

Messrs Wang Fei, Liu Cheng and Li Jin Hua have interest in the
above transaction as directors of Vigour Fine.

Except for the above, no other 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.

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

Brief biographical details in respect of the Company’s
Directors and senior management are set out in the
“Biographical Details of Directors and Senior Management”
section of this Annual Report.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the Group purchased less than 30% of its
products and services from its 5 largest suppliers and sold
less than 30% of its products and services to its 5 largest
customers.

BANK BORROWINGS

Details of the bank borrowings of the Group and the
Company at 31 December 2014 are set out in Note 28 to the
consolidated financial statements.
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CONNECTED TRANSACTIONS

Significant related party transactions entered into by the
Group during the year ended 31 December 2014, which
are not required to be disclosed under the Listing Rules as
connected transactions, are disclosed in Notes 18(b), 18(f),
34(a), 34(b) and 34(f) to the consolidated financial statements.

Other related party transactions, which also constitute
connected transactions under the Listing Rules, are disclosed
in Notes 9, 31(b), 34(c), 34(d) and 34(e) to the consolidated
financial statements.

PUBLIC FLOAT

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

AUDITOR

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

On behalf of the Board

WENG RUO TONG
Chairman

HONG KONG, 26 March 2015
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P S A B P
INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF MIN XIN HOLDINGS LIMITED
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Min
Xin Holdings Limited (the “Company”) and its subsidiaries
(together, the “Group”) set out on pages 49 to 199, which
comprise the consolidated and Company statements
of financial position as at 31 December 2014, and the
consolidated income statement, 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 Hong Kong
Companies Ordinance, and for such internal control as the
directors determine is necessary to enable the preparation of
consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit and
to report our opinion solely to you, as a body, in accordance
with Section 80 of Schedule 11 to the Hong Kong Companies
Ordinance (Cap. 622) 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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Auditor’s 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 auditor’s judgment, including the assessment
of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control
relevant to the entity’s preparation of consolidated financial
statements that give a true and fair view in order to design
audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates
made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

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

Opinion

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

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 26 March 2015
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CONSOLIDATED INCOME STATEMENT

AL 22014912531 HIEF/E  For the year ended 31 December 2014

2014 2013
TR BT BT T
Note HKS’000 HKS’000
=2 Turnover 5 144,624 87,368
N L Total revenues 5 169,202 102,026
Hfblhes — 558 Other gains - net 6 2,561 195,120
EEW AL Total operating income 171,763 297,146
17?[5 EBELERN Net insurance claims incurred and
EEFERAS commission expenses incurred on
E=g= insurance business 7 (35,832) (36,118)
BEYERK A Costs of properties sold - (7,375)
BEEFUREEE Impairment loss on loans to customers 23(a) (38,055) (835)
B TR A Staff costs (30,481) (29,009)
e Depreciation (1,343) (850)
EfE R Other operating expenses (20,054) (16,148)
SRS EEE Total operating expenses (125,765) (90,335)
EERF Operating profit 8 45,998 206,811
A& KA Finance costs 9 (7,016) (4,678)
E{E—REENRA|EE4E  Share of results of a joint venture - 5,556
FE(G B ** 7N T%F Share of results of associates 452,220 366,925
BB RIER Profit before taxation 491,202 574,614
Frigfisx Income tax expense 11 (18,515) (18,260)
AEE R Profit for the year 12 472,687 556,354
BE Dividend
—RHIRE - Final dividend 13 22,971 22,971
be=3/1l} JEA
HK CENTS HK CENTS
BREF Earnings per share
B WINJNE: 3 Basic and diluted 14 102.89 121.10
BERERE Dividend per share
—REKE - Final dividend 5 5
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

AL Z220149F 12531 HIEFE  For the year ended 31 December 2014

2014 2013
BT BT T
HK$’000 HKS’000
REERF Profit for the year 472,687 556,354
Hit2mEk= Other comprehensive income
FTEEFIEZERR Items that will not be reclassified to
MIER : income statement:
HEEEERRES Leasehold buildings revaluation reserve
HEREEBIREME Unrealised surplus on revaluation of
EERNAREREEHAS leasehold building transferred to
investment property - 1,294
RIEFTISHL Deferred income tax = (442)
- 852
HENMEEHIEZASER Items that may be reclassified
WIEE : subsequently to income statement:
AMHEREEH#EES Available-for-sale investment
revaluation reserve
R (k) & Fair value changes credited/(charged)

NEEEE to equity 318,453 (169,572)
HERD Release on disposal (846) _
— KB E N R R Release on dilution of interest in

(o] an associate 3,378 (4,545)
JEfhE &N R REEE QT Share of changes in equity of joint ventures

E’J$+¥“@J and associates

Fair value changes credited/(charged)
to equity 239,561 (263,376)
.‘:Ij%%'é@ Release on disposal 13,894 (6,233)
EIEFTEFRT Deferred income tax (59,769) 66,797
514,671 (376,929)
9#&?5%@1%@ Exchange translation reserve
BEBINB AT - BE Exchange differences arising on translation
NSIDSE LN 7 B B 75 of the financial statements of foreign

ﬁ%ﬁﬁ&ifﬂﬂ:%%%ﬁ subsidiaries, joint ventures and associates (70,533) 72,559
HE—RIB QAR Release on disposal of interest in a

(o subsidiary - (70,034)
— RE N B A A Release on dilution of interest in an

(o] associate (13,577) (10,473)

_______ R (7948
______ el )
BNRBIERNEAEE Other comprehensive income for

Hibh2mes the year, net of tax 430,561 (384,025)

AEEZEWNHEE Total comprehensive income for the year 903,248 172,329
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

20144F12H31H#%E  Asat 31 December 2014

2014 2013
TR BT BT
Note HK$’000 HKS’000
kREBEE Non-current assets
M - RN RE Property, plant and equipment 15(a) 20,122 20,404
A Investment properties 16 165,762 154,825
=N Associates 18 2,945,890 2,468,663
AHHESREE Available-for-sale financial assets 19 770,129 452,522
BREREE Reinsurance assets 22 3,402 2,097
EEFTEREE Deferred income tax assets 29 4,281 376
3,909,586 3,098,887
REEE Current assets
IR FEE S B AN Deferred acquisition costs 20 12,738 9,983
e e Insurance receivable 21 10,644 10,372
BRBREE Reinsurance assets 22 2,265 3,078
EEERNERER Loans to customers and loan receivable 23 272,604 158,955
B fE U BR 3K Other debtors 8,068 11,254
FE U B & N A IS Dividend receivable from associates = 97,014
HMBEARRIES Other prepayments and deposits 905 1,338
R AF(EFEBIERYIEE  Financial assets at fair value through
MR EE profit or loss 24 7,194 8,089
Re MRITER Cash and bank balances 25 1,353,943 909,360
1,668,361 1,209,443
REAE Current liabilities
REE 4 Insurance contracts 26 44,479 39,907
1R B FE AT TR Insurance payable 27 6,059 4,709
HiEABER N EETEA  Other creditors and accruals 29,411 24,858
RITER Bank borrowings 28 579,097 200,000
& A HARR 18 Current income tax payable 26,955 35,651
686,001 305,125
REBEEFE Net current assets 982,360 904,318
BEERRBAERS Total assets less current liabilities 4,891,946 4,003,205
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

2014 12H31H#E  Asat 31 December 2014

2014 2013
TR BT T BT T
Note HKS’000 HKS’000
FRBEME Non-current liabilities
RE 4 Insurance contracts 26 27,707 21,896
BESEHAaE Deferred income tax liabilities 29 48,230 45,577
75,937 67,473
EEFE Net assets 4,816,009 3,935,732
%N Share capital 30(a) 891,135 459,429
Hibf#ES Other reserves 1,716,858 1,595,645
REE A Retained profits
RS Proposed dividend 22,971 22,971
HAb Others 2,185,045 1,857,687
AATFERBFEA Total equity attributable to
iR E equity holders of the Company 4,816,009 3,935,732
SEE Weng Ruo Tong
- Director
2 7% Liu Cheng
- Director
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STATEMENT OF FINANCIAL POSITION

20144F12H31H#%E  Asat 31 December 2014

2014 2013
T BT BT T
Note HKS$’000 HK$’000
FREBEE Non-current assets
%% - e R Property, plant and equipment 15(b) 4,121 3,963
EYE Investment properties 16 103,983 100,110
by NS Subsidiaries 17 820,915 587,874
=N Associates 18 188,546 188,546
AR EeREE Available-for-sale financial assets 19 770,129 452,522
1,887,694 1,333,015
REBEE Current assets
FEWE R Loan receivable 23 - 118,030
H th & U BR K Other debtors 3,641 10,321
El—xREE& ATIRE  Dividend receivable from an associate = 86,766
ENR KRS Prepayments and deposits 459 553
R NFEFEBIBRYIEE  Financial assets at fair value through
HemEE profit or loss 24 348 227
Re RIBTEF Cash and bank balances 25 874,642 439,514
879,090 655,411
REBEE Current liabilities
HADFE(SAR KRt # A Other creditors and accruals 18,049 18,241
RITER Bank borrowings 28 579,097 200,000
FE AR HRFR 18 Current income tax payable 26,154 35,487
623,300 253,728
REBEEFEE Net current assets 255,790 401,683
BEERARBAERE Total assets less current liabilities 2,143,484 1,734,698
FRBEME Non-current liabilities
EILFTEFAE Deferred income tax liabilities 29 47,664 45,060
47,664 45,060
EEFE Net assets 2,095,820 1,689,638
&N Share capital 30(a) 891,135 459,429
HitfEES Other reserves 30(b) 540,853 654,952
REE A Retained profits
BRAL B Proposed dividend 22,971 22,971
Hith Others 640,861 552,286
LM EE Total equity 2,095,820 1,689,638
SER Weng Ruo Tong
g Director
2% Liu Cheng
g Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

A Z220149F 1231 HIEF/E  For the year ended 31st December 2014

Hfbie
Other reserves
EEEE afp
E1ER REEf EfBAE NERE  BAE
g i £ BR  fES  leaschold  HES #E Rz
BA  BBRE  Capitl  HEE  BES  BHES Investment buildings Exchange Totl  RERF ]
Share Share redemption  Statutory  Gemeral  Capital revaluation revaluation translation other  Retained Total

capitl  premium  reserve  reserve  reserve  reserve  reserve  reserve  reserve  reserves  profits  equity
BT BT BRTn B¥Fn BEFn BEFL BETn BBTn BRTn B¥Fn BEFa BRTA
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HK$'000

R013%E1 818 At T January 2013 459429 384,620 47,086 344,380 52,600 546,541 83712 9 183693 199,141 1349181 3804751
TER2ENRES Total comprehensive income
for the year - - - - - - (376929 852 (7.948)  (384025) 556354 17239

k& Dividend - - - - - - - - - - WMy (@13
“FHENREN Capitalsation by an associate s s s - (el 464 . . . = = =
“FBELERR Release on dilution of interest in

BEEAD(EERG)  anassodiate (Note 18(c) - - - 76D 69 (52965) - - - (e 91660 -
R Transfers - - - 54906 20283 - - - - 75189 (75,189) -
RO1BENANE At 31 December 2013 459429 384,620 47,086 365,524 13309 548217 60,283 861 175745 1595645 1,880,658 3,935,732
BT Representing:
WERTRE 2013 proposed dividend - - - - - - - - = - 29
=) Others 459429 384,620 47,086 365,524 13,309 548217 60,283 861 175745 1595645 1,857,687 3912761
R01BENANE At 31 December 2013 459429 384,620 47,086 365,524 13309 548217 60,283 861 175745 1595645 1,880,658 3,935,732
R014EIA1R At1 January 2014 459,429 384,620 47,086 365524 13309 548217 60,283 861 175745 1,595,645 1,880,658 3,935,732
RO4EIA3RER Transition to no-par value

EEEEE regime on 3 March 2014

(3300) (Note 30(a)) 431,706 (384,620)  (47,086) - - - - - - (431,706) - -
TEERENEEE Total comprehensive income

for the year - - - - - - 51467 - (84110) 430,561 472,687 903,248

8 Dividend - - - - - - - - - - (22971)  (229n)
“FRELTERR Release on dilution of interest in

FARADGEERG)  anassociate (Note 18(d) - - - (a728) (6,208  (68.257) - - - (mm3) 3 -
i Transfers - - - 205387 38,684 - - - - 401 (244071) -
R20145128318 At31December 2014 891,135 - - 523,663 45785 479,960 574,954 861 91,635 1,716,858 2,208,016 4,816,009
AT Representing:
NWHERERS 2014 proposed dividend - - - - - - - - - - oM
i Others 891,135 - - 523,663 45,785 479,960 574,954 861 91,635 1,716,858 2,185,045 4,793,038
R014EN AR At 31 December 2014 891,135 - - 523,663 45785 479,960 574,954 861 91,635 1,716,858 2,208,016 4,816,009
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CONSOLIDATED STATEMENT OF CASH FLOWS

AL 22014912531 HIEF/E  For the year ended 31 December 2014

2014 2013
i BETFT BT T
Note HK$’000 HKS'000
KETEHHRLSREFEEE  Net cash outflow from operations 33(a) (210,839) (48,112)
B UFIE Interest received 39,326 7,327
ERFE Interest paid (5,523) (3,081)
B HIE Tax paid (27,549) (2,407)
REEKTHREHRE  Net cash outflow from
HEE operating activities (204,585) (46,273)
REEE Investing activities
BIERBZEEEMEIR  Placement of bank deposits pursuant to
EMERZ SRITIFER insurance regulatory requirements (1,915) (2,361)
REREIE ARG Withdrawal of bank deposits with
=@ B ZEITEFER original maturity over three months 2,356 64,371
IREBFEE MBI E  Withdrawal of bank balance pending
JIRITTER regulatory approval = 18,339
BEAE - e A Purchase of property, plant and equipment (1,013) (2,098)
SR E/NEI Dividend received from associates 199,376 =
WEE T —RKEEE Recovery of loan receivable from
NEIZEWER an unrelated company 116,326 -
HE—FRAENAIED  Net proceeds from partial disposal of
RS FIR R a joint venture = 384,809
HE—RHEB QA Sale of a subsidiary 33(b) = 273,090
BRETHHELFTAFEE  Net cash inflow from investing activities 315,130 736,150
MEANIRESHEAERE Net cash inflow before financing 110,545 689,877
A& Financing
BB RITER Bank loans obtained 639,008 200,000
ERIPITER Bank loans repaid (260,000) (50,000)
FWABRE ZiR171F5  Placement of restricted bank deposits (191,197) (217,404)
KRB Dividend paid (22,971) (41,348)
MEBHEESHRAGRHE) Netcash inflow/(outflow) from
HEE financing 164,840 (108,752)
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CONSOLIDATED STATEMENT OF CASH FLOWS

AL Z220149F 12531 HIEFE  For the year ended 31 December 2014

2014 2013
it EE BT BT T
Note HKS$’000 HKS$’000
RERBELZEYEM  Increase in cash and cash equivalents 275,385 581,125
1AMB&EFEZRER Cash and cash equivalents at
REZEEY 1 January 628,620 40,066
ERgH e Effect of foreign exchange rates changes (16,197) 7,429
128318&F 2B 4% Cashand cash equivalents at
REZEY 31 December 887,808 628,620
RENBELEEYHEE  Analysis of the balances of cash and
DT cash equivalents
W& RIRTTHETF Cash and bank balances 25 1,353,943 909,360
o BB RBEEE Less: Bank deposits placed pursuant
W IR E M A7 1K to insurance regulatory
ZIRITER requirements 25 (27,551) (25,636)
BIRS 7 EITER Restricted bank deposits 25 (404,887) (219,051)
JRENEFH %838 — (& Bank deposits with original maturity
BZSRITER over three months (33,697) (36,053)
887,808 628,620
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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GENERAL INFORMATION

Min Xin Holdings Limited (the “Company”) and its
subsidiaries (hereinafter collectively refer to as the
“Group”) are principally engaged in financial services,
insurance, property development and investment and
strategic investment.

The Company is a limited liability company incorporated
in Hong Kong. The address of its registered office is 17th
Floor, Fairmont House, 8 Cotton Tree Drive, Central, Hong
Kong. The Company is listed on the Main Board of the
Stock Exchange.

These consolidated financial statements have been
approved for issue by the Board of Directors on 26 March
2015.

PRINCIPAL ACCOUNTING POLICIES

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

2.1 Basis of preparation

The consolidated financial statements of the Group have
been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”), which collectively
refer to all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
("HKASs") and Interpretations (“Ints”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA"),
and have been aligned with accounting principles
generally accepted in Hong Kong.

These consolidated financial statements also comply
with the applicable requirements of the Hong Kong
Companies Ordinance, which for this financial year
and the comparative period continue to be those of
the predecessor Hong Kong Companies Ordinance
(Chapter 32), in accordance with transitional and
saving arrangements for Part 9 of the new Hong Kong
Companies Ordinance (Chapter 622), “Accounts and
Audit”.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.1 Basis of preparation (Continued)

The consolidated financial statements have been
prepared under the historical cost convention except
that the following assets and liabilities are stated at their
fair value as explained in the accounting policies set out
below:

— available-for-sale financial assets

— financial assets and financial liabilities (including
derivative financial instruments) at fair value
through profit or loss

— investment properties

Non-current assets and disposal groups held for sale are
stated at the lower of carrying amount and fair value less
costs to sell.

The preparation of financial statements in conformity
with the HKFRSs requires the use of certain critical
accounting estimates. It also requires management to
exercise its judgement in the process of applying the
Group’s accounting policies. Although these estimates
are based on management’s best knowledge of current
events and actions, actual results may differ from those
estimates.

Estimates and judgement made by management are
reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the
estimate is revised if the revision affects only that period,
or in the period of the revision and future periods if the
revision affects both current and future periods.

The areas involving a higher degree of judgement or
complexity or where assumptions and estimates are
significant to the consolidated financial statements are
disclosed in Note 3.
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PRINCIPAL ACCOUNTING POLICIES

(Continued)

2.2 Changes in accounting policies

The Group has adopted the following new standards and
amendments to standards issued by the HKICPA which
had insignificant or no effect on these consolidated

financial statements.

—  Amendments to
HKAS 32

—  Amendments to
HKAS 36

—  Amendments to
HKAS 39

— Amendments to
HKFRS 10,
HKFRS 12 and
HKAS 27 (2011)

—  HK(IFRIC) - INT 21

Financial Instruments:
Presentation - Offsetting
Financial Assets and
Financial Liabilities

Recoverable Amount
Disclosures for
Non-Financial Assets

Novation of Derivatives
and Continuation of

Hedge Accounting

Investment Entities

Levies

Up to the date of issue of these consolidated financial
statements, the HKICPA has issued a number of following
new standards and amendments to standards which
are not yet effective for the accounting year ended 31
December 2014 and which have not been early adopted
in these consolidated financial statements:

— HKFRS9(2014)

Financial Instruments
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.2 Changes in accounting policies (Continued)
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HKFRS 9

HKFRS 14

HKFRS 15

Amendments to
HKAS 1

Amendments to
HKAS 16 and
HKAS 38

Amendments to
HKAS 16 and
HKAS 41

Amendments to
HKAS 19

Amendments to
HKAS 27

Amendments to
HKFRS 9 and
HKFRS 7

Financial Instruments
(Hedge Accounting and
amendments to HKFRS 9, HKFRS
7 and HKAS 39)

Regulatory Deferral Accounts

Revenue from Contracts with
Customers

Disclosure Initiative

Clarification of Acceptable

Methods of Depreciation and
Amortisation

Agriculture: Bearer Plants

Defined Benefit Plans: Employee
Contributions

Equity Method in Separate
Financial Statements

Mandatory Effective Date of HKFRS
9 and Transition Disclosures
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.2 Changes in accounting policies (Continued)
Sale or Contribution of Assets

between an Investor and its
Associate or Joint Venture

—  Amendments to
HKFRS 10 and
HKAS 28

—  Amendments to Investment Entities:

HKFRS 10, Applying the Consolidation
HKFRS 12 and Exception
HKAS 28

—  Amendments to
HKFRS 11

Accounting for Acquisitions of
Interests in Joint Operations

— Annual Improvements to HKFRSs 2010 - 2012 Cycle

— Annual Improvements to HKFRSs 2011 - 2013 Cycle

—  Annual Improvements to HKFRSs 2012 - 2014 Cycle

The Group is presently studying the implications of
applying these new standards and amendments to
standards but it is impracticable to quantify the effect
as at the date of issuance of these consolidated financial
statement.

2.3 Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and all its
subsidiaries (together referred as the “Group”) and the
Group’s interests in joint ventures and associates made
up to 31 December.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.3 Basis of consolidation (Continued)
(a) Subsidiaries and non-controlling interests

Subsidiaries are entities (including structured entities)
controlled by the Group. The Group controls an entity
when it is exposed, or has rights, to variable returns from
its involvement with the entity and has the ability to
affect those returns through its power over the entity.
When assessing whether the Group has power, only
substantive rights (held by the Group and other parties)
are considered.

Subsidiaries are consolidated into the consolidated
financial statements from the date that control
commenced until the date that control ceases.
Accounting policies of subsidiaries have been changed,
where necessary, in the consolidated financial
statements to ensure consistency with the policies
adopted by the Group.

The Group uses the acquisition method of accounting to
account for business combinations. The consideration
transferred for the acquisition of a subsidiary is the
fair value of the assets transferred, the liabilities
incurred and the equity interests issued by the Group.
The consideration transferred includes the fair value
of any asset or liability resulting from a contingent
consideration arrangement. Acquisition-related costs are
expensed as incurred. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business
combination are measured initially at fair value at the
date of acquisition. For each business combination, the
Group can elect to measure any non-controlling interests
either at fair value or at their proportionate share of the
subsidiary’s identifiable net assets.

Changes in the Group’s interests in a subsidiary that
do not result in a loss of control are accounted for as
equity transactions, whereby adjustments are made
to the amounts of controlling and non-controlling
interests within consolidated equity to reflect the
changes in relative interests, but no adjustments are
made to goodwill and no gain or loss is recognised in the
consolidated income statement.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.3 Basis of consolidation (Continued)

(a) Subsidiaries and non-controlling interests
(Continued)

When the Group loses control of a subsidiary, it is
accounted for as a disposal of the entire interest in that
subsidiary, with a resulting gain or loss being recognised
in the consolidated income statement. Any interest
retained in that former subsidiary at the date when
control is lost is recognised at fair value and this amount
is regarded as the fair value on initial recognition of a
financial asset (Note 2.7(a)) or, when appropriate, the cost
on initial recognition of an investment in a joint venture
or an associate (Note 2.3(b)). In addition, any amounts
previously recognised in consolidated statement of
comprehensive income in respect of that subsidiary are
accounted for as if the Group had directly disposed of the
related assets or liabilities. This may mean that amounts
previously recognised in consolidated statement
of comprehensive income are reclassified to the
consolidated income statement or transferred directly
to retained profits when the Group loses control of the
subsidiary.

Intra-company transactions, balances and unrealised
profits arising from intra-company transactions are
eliminated in full in preparing the consolidated financial
statements. Unrealised losses resulting from intra-
company transactions are eliminated in the same way as
unrealised profits but only to the extent that there is no
evidence of impairment.

Non-controlling interests represent the equity in a
subsidiary not attributable directly or indirectly to the
Company, and in respect of which the Group has not
agreed any additional terms with the holders of those
interests which would result in the Group as a whole
having a contractual obligation in respect of those
interests that meets the definition of a financial liability.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.3 Basis of consolidation (Continued)

(a) Subsidiaries and non-controlling interests
(Continued)

Non-controlling interests are presented in the
consolidated statement of financial position within
equity, separately from equity attributable to the equity
holders of the Company. Non-controlling interests in
the results of the Group are presented on the face of the
consolidated income statement and the consolidated
statement of comprehensive income as an allocation of
the total profit or loss and total comprehensive income
for the year between non-controlling interests and the
equity holders of the Company.

Loans from holders of non-controlling interests and
other contractual obligations towards these holders
are presented as financial liabilities in the consolidated
statement of financial position in accordance with Notes
2.18 or 2.19 depending on the nature of the liability.

In the Company’s statement of financial position,
the investments in subsidiaries are stated at cost less
impairment losses (Note 2.9(b)), unless the investments
are classified as held for sale (or included in a disposal
group that is classified as held for sale) (Note 2.15). The
results of subsidiaries are accounted for by the Company
on the basis of dividend received and receivable.

(b) Joint ventures and associates

A joint venture is a joint arrangement whereby the
Group and other parties are bound by a contractual
arrangement that gives those parties joint control of
the arrangement and rights to the net assets of the
arrangement.

An associate is an entity in which the Group has
significant influence, but not control or joint control over
its management, including participation in the financial
and operating policy decisions.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.3 Basis of consolidation (Continued)
(b) Joint ventures and associates (Continued)

Investments in joint ventures and associates are
accounted for in the consolidated financial statements
under the equity method, unless they are classified as
held for sale (or included in a disposal group that is
classified as held for sale) (Note 2.15). Under the equity
method, the investments are initially recognised at
cost, adjusted for any excess of the Group’s share of the
acquisition-date fair value of the investees’ identifiable
net assets over the cost of the investments (if any).
Thereafter, the investments are adjusted for the post-
acquisition changes in the Group’s share of the investees’
net assets and any impairment losses relating to the
investments (Notes 2.4 and 2.9(b)). The consolidated
income statement includes the acquisition-date excess
over cost, the Group’s share of the post-acquisition,
post-tax results of the investees and any impairment
losses for the year, whereas the Group’s share of the
post-acquisition, post-tax items of the investees’ other
comprehensive income is recognised in the consolidated
statement of comprehensive income. The accounting
policies of the investees have been aligned, where
necessary, in the consolidated financial statements to
ensure consistency with the policies adopted by the
Group.

When the Group’s share of losses exceeds its interests
in a joint venture or an associate, the Group’s interests
are reduced to nil and recognition of further losses is
discontinued except to the extent that the Group has
incurred legal or constructive obligations or made
payments on behalf of the investee. For this purpose,
the Group's interests in a joint venture or an associate
are the carrying amount of the investments under the
equity method together with the Group’s long-term
interests that in substance form part of the Group’s net
investments in the joint venture or the associate.

Unrealised profits and losses resulting from transactions
between the Group and its joint ventures and associates
are eliminated to the extent of the Group’s interests in
the investees, except where unrealised losses provide
evidence of an impairment of the asset transferred,
in which case they are recognised immediately in the
consolidated income statement.
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(Continued)
2.3 Basis of consolidation (Continued)
(b) Joint ventures and associates (Continued)

When the Group ceases to have joint control over a joint
venture or significant influence over an associate, it is
accounted for as a disposal of the entire interest in that
investee, with a resulting gain or loss being recognised
in the consolidated income statement. Any interest
retained in that former investee at the date when joint
control or significant influence is lost is recognised at
fair value and this amount is regarded as the fair value
on initial recognition of a financial asset (Note 2.7(a)).
In addition, any amounts previously recognised in
consolidated statement of comprehensive income in
respect of that investee are accounted for as if the Group
had directly disposed of the related assets or liabilities.

When the ownership interest in a joint venture or an
associate is reduced but joint control or significant
influence is retained, it is accounted for as a disposal of
the interest reduced in that investee, with a resulting
gain or loss being recognised in the consolidated income
statement. In addition, only a proportionate share of
the amounts previously recognised in consolidated
statement of comprehensive income relating to that
reduction in ownership interest is reclassified to
consolidated income statement where appropriate.

When an investment in a joint venture becomes an
investment in an associate or an investment in an
associate becomes an investment in a joint venture, the
Group continues to apply the equity method and does
not re-measure the retained interest.

In the Company’s statement of financial position, the
investments in joint ventures and associates are stated
at cost less impairment losses (Note 2.9(b)), unless they
are classified as held for sale (or included in a disposal
group that is classified as held for sale) (Note 2.15). The
results of joint ventures and associates are accounted for
by the Company on the basis of dividend received and
receivable.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.4 Goodwill
Goodwill represents the excess of:

(i) the aggregate of the fair value of the consideration
transferred, the amount of any non-controlling
interest in the acquiree and the fair value of the
Group’s previously held equity interest in the
acquiree; over

(i) the Group’s interest in the net fair value of the
acquiree’s identifiable assets and liabilities
measured as at the acquisition date.

When (ii) is greater than (i), then this excess is recognised
immediately in the consolidated income statement as a
gain on a bargain purchase.

Goodwill is stated at cost less accumulated impairment
losses. Goodwill arising on a business combination is
allocated to each cash-generating unit, or groups of
cash-generating units, that is expected to benefit from
the synergies of the combination and is tested annually
for impairment (Note 2.9(b)).

On disposal of a cash-generating unit during the year,
any attributable amount of purchased goodwill is
included in the calculation of the gains or losses on
disposal.

2.5 Property, plant and equipment

All property, plant and equipment, including leasehold
land and land use rights held for own use, are stated
at historical cost less accumulated depreciation and
impairment losses. Historical cost includes expenditure
that is directly attributable to the acquisition of the
assets.

Subsequent expenditure is included in the asset’s
carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with that asset will flow
to the Group and the cost of that asset can be measured
reliably. All other repair and maintenance costs are
expensed in the income statement during the period in
which they are incurred.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.5 Property, plant and equipment (Continued)

Gain or loss arising from the retirement or disposal of an
item of property, plant and equipment is determined by
comparing the net proceeds with the carrying amount
and is recognised in the income statement on the date of
retirement or disposal.

Depreciation is calculated to write off the cost of
property, plant and equipment, less their estimated
residual value, if any, over their estimated useful lives at
the following annual rates:

(a) Straight line method
Leasehold land and

land use rights held
for own use

Over the unexpired term of
the lease

Over the shorter of the
unexpired term of the lease
and 30 years

Buildings held for
own use

Computer equipment 20% - 50%

(b) Reducing balance method
Furniture, fixtures and 10% — 20%
office equipment
Motor vehicles 20% - 25%
An asset’s residual value and useful life are reviewed,
and adjusted, if appropriate, at each reporting date. An
asset’s carrying amount is written down immediately to
its recoverable amount if the asset’s carrying amount

is greater than its estimated recoverable amount (Note
2.9(b)).
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.6 Investment properties

Investment properties are land or buildings, or both
which are owned or held to earn rental income or for
capital appreciation or both, and are not occupied by the
companies within the Group. They comprise land held
under operating leases and buildings held under finance
leases.

Land held under operating leases are classified and
accounted for as investment property on a property-
by-property basis when the rest of the definition of
investment property is met. The operating lease of land
classified as investment property is accounted for as if it
was a finance lease.

Investment properties are measured initially at their
costs, including related transaction costs. After initial
recognition, investment properties are carried at fair
value. Fair value is based on active market prices and
adjusted, if necessary, for any difference in the nature,
location or condition of the specific asset. If this
information is not available, the Group uses alternative
valuation methods such as recent prices on less active
markets or discounted cash flow projections. Investment
property that is being redeveloped for continuing use as
investment property, or for which the market has become
less active, continues to be measured at fair value.

Subsequent expenditure is included in the asset’s
carrying amount only when it is probable that future
economic benefits associated with the item will flow
to the Group and the cost of the item can be measured
reliably. All other repair and maintenance costs are
expensed in the income statement during the period in
which they are incurred.

Changes in fair value and gain or loss on disposal of
an investment property are recognised in the income
statement as part of “Other gains - net”.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.6 Investment properties (Continued)

When a property held for own use is reclassified to
investment property following a change in its use, any
differences arising at the date of reclassification between
the carrying amount of the property held for own use
immediately prior to the reclassification and its fair values
measured in accordance with Note 2.5 is recognised as
below:

(@) If the carrying amount of the property is increased
as a result of the revaluation, the increase shall be
recognised in other comprehensive income and
accumulated separately in equity in the leasehold
buildings revaluation reserve.

(b) If the carrying amount of the property is decreased
as a result of the revaluation, the decrease shall be
recognised in the income statement.

On subsequent disposal of the investment property,
the revaluation surplus recognised in the leasehold
buildings revaluation reserve may be transferred directly
to retained profits.

If an investment property becomes owner-occupied, it
is reclassified as a property held for own use and its fair
value at the date of reclassification becomes its deemed
cost for subsequent accounting in accordance with Note
2.5.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.7 Financial assets
(a) Initial recognition

The Group classifies its financial assets in the following
categories: at fair value through profit or loss, loans
and receivables, held-to-maturity and available-for-
sale. The classification depends on the purpose for
which the financial assets were acquired. Management
determines the classification of its financial assets at
initial recognition.

The Group recognises financial assets on the date it
becomes a party to the contractual provisions of the
instrument. Regular purchases and sales of financial
assets are recognised on trade-date, the date on which
the Group commits to purchase or sell the assets.

Financial assets are initially recognised at fair value,
which normally will be equal to the transaction price
plus, in case of financial assets not held at fair value
through profit or loss, transaction costs that are directly
attributable to the acquisition of the financial assets.
Transaction costs of financial assets at fair value through
profit or loss are expensed in the income statement
immediately.

(b) Classification and measurement
(i) Atfair value through profit or loss

This category comprises financial assets held for trading,
and those designated at fair value through profit or loss
upon initial recognition, but exclude those investments
in equity instruments that do not have a quoted market
price and whose fair value cannot be reliably measured.

Financial assets held for trading are financial assets
acquired principally for the purpose of selling in the
short term, or are part of a portfolio of identified financial
assets that are managed together and for which there is
evidence of a recent actual pattern of short-term profit
taking.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.7 Financial assets (Continued)
(b) Classification and measurement (Continued)
(i) Atfair value through profit or loss (Continued)

Derivative financial instruments (“derivatives”) that
do not qualify for hedge accounting (Note 2.8) are
accounted for as trading instruments. Derivatives are
initially recognised at fair value on the date derivative
contracts are entered into by the Group and are
subsequently re-measured at their fair values. Changes
in their fair values are recognised immediately in the
income statement within “Other gains — net”.

Financial assets are designated at fair value through
profit or loss upon initial recognition when:

— the assets are managed, evaluated and reported
internally on a fair value basis; or

— the designation eliminates or significantly reduces
an accounting mismatch which would otherwise
arise.

If a financial asset contains one or more embedded
derivatives, the Group may designate the entire hybrid
contract as a financial asset at fair value through profit or
loss unless:

— the embedded derivative(s) does not significantly
modify the cash flows that otherwise would be
required by the financial asset; or

— the separation of the embedded derivative(s) from
the financial assets is prohibited.

Financial assets under this category are subsequently
carried at fair value. Gains or losses arising from changes
in the fair value are included in the income statement
within “Other gains — net” in the period in which they
arise. Upon disposal, the difference between the net sale
proceeds and the carrying value is included in the income
statement within “Other gains - net” in the period in
which they arise. Dividend income is recognised in the
income statement as part of “Other revenues” when the
Group's right to receive payment is established.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.7 Financial assets (Continued)
(b) Classification and measurement (Continued)
(i) Atfair value through profit or loss (Continued)

Financial assets in this category are classified as current
assets if they are either held for trading or are expected
to be realised within twelve months from the reporting
date.

(ii)  Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. They arise when the Group provides
money, goods or services directly to a debtor with no
intention of trading the receivables.

Loans and receivables are carried at amortised cost using
the effective interest method, less impairment losses, if
any (Note 2.9(a)(i)).

Financial assets in this category are classified as current
assets except for those with maturities greater than
twelve months after the reporting date or are expected to
be realised after twelve months from the reporting date
which are classified as non-current assets.

(iii) Held-to-maturity

Held-to-maturity financial assets are non-derivative
financial assets with fixed or determinable payments and
fixed maturities that the Group’s management has the
positive intention and ability to hold to maturity.

Held-to-maturity financial assets are carried at amortised
cost using the effective interest method, less impairment
losses, if any (Note 2.9(a)(ii)).

Financial assets in this category are classified as current
assets except for those with maturities greater than
twelve months after the reporting date which are
classified as non-current assets.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.7 Financial assets (Continued)
(b) Classification and measurement (Continued)
(iv) Available-for-sale

Available-for-sale financial assets are non-derivative
financial assets that are either designated in this category
or not classified in any of the other three categories
above. They include financial assets intended to be held
for an indefinite period of time, but which may be sold in
response to need for liquidity or changes in the market
environment.

Available-for-sale financial assets are carried at fair value
except for investments in equity securities that do not
have a quoted market price in an active market and
whose fair value cannot be reliably measured are carried
at cost less impairment losses, if any (Note 2.9(a)(iii)).
Unrealised gains or losses arising from changes in the
fair value are recognised in other comprehensive income
and accumulated separately in equity in the investment
revaluation reserve, except for impairment losses and
foreign exchange gains or losses on monetary items such
as debt securities which are recognised in the income
statement.

When the available-for-sale financial assets are sold,
gains or losses on disposal include the difference
between the net sale proceeds and the carrying value,
and the accumulated fair value adjustments which are
previously recognised in other comprehensive income
shall be reclassified from equity to the income statement.

Financial assets in this category are classified as non-
current assets unless management intends to dispose
of the financial assets within twelve months from the
reporting date.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.7 Financial assets (Continued)
(c) De-recognition

Financial assets are derecognised when the rights to
receive cash flows from the financial assets have expired
or have been transferred and the Group has transferred
substantially all risks and rewards of ownership.

(d) Fair value measurement principles

The fair value of financial instruments is based on their
quoted market prices (bid prices) at the reporting date
without any deduction for estimated future selling costs.

If there is no publicly available latest traded price nor a
quoted market price on a recognised stock exchange or
a price from a broker/dealer for non-exchange traded
financial instruments, or if the market for it is not active,
the fair value of the instrument is estimated using
valuation techniques that provide a reliable estimate
of prices which could be obtained in actual market
transactions.

Where discounted cash flow techniques are used,
estimated future cash flows are based on management’s
best estimates and the discount rate used is a market
rate at the reporting date applicable for an instrument
with similar terms and conditions. Where other pricing
models are used, inputs are based on market data at the
reporting date.

2.8 Hedge Accounting
The Group does not adopt hedge accounting for

derivatives which may qualify as eligible cash flow
hedges or fair value hedges.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.9 Impairment of assets
(a) Financial assets

The Group assesses at each reporting date whether there
is objective evidence that a financial asset or a group of
financial assets is impaired. A financial asset or a group
of financial assets is impaired and impairment losses
are incurred if, and only if, there is objective evidence
of impairment as a result of one or more events that
occurred after the initial recognition of the assets (a “loss
event”) and that loss event (or events) has an impact on
the estimated future cash flows of the financial asset or
group of financial assets that can be reliably estimated.
Objective evidence that a financial asset or a group of
financial assets is impaired includes observable data that
comes to the attention of the Group about the following
loss events:

— significant financial difficulty of the issuer or obligor;

— abreach of contract, such as a default or delinquency
in interest or principal payments;

— the Group granting to the issuer or obligor, for
economic or legal reasons relating to their financial
difficulty, a concession that a lender would not
otherwise consider;

— it becoming probable that the issuer or obligor
will enter into bankruptcy or other financial
reorganisation;

— the disappearance of an active market for that
financial asset because of financial difficulties; or

— observable data indicating that there is a
measurable decrease in the estimated future cash
flows from a group of financial assets since the initial
recognition of those assets, although the decrease
cannot yet be identified with the individual financial
asset in the group, including:

— adverse changes in the payment status of
borrowers in the group; or

— national or local economic conditions that
correlate with defaults on the assets in the

group.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.9 Impairment of assets (Continued)
(a) Financial assets (Continued)
(i)  Loans and receivables

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

The carrying amount of the financial asset is reduced
through the use of an allowance account and the amount
of the loss is recognised in the income statement.

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

(i)  Held-to-maturity

If there is objective evidence that an impairment loss
on held-to-maturity financial assets carried at amortised
cost has been incurred, the amount of the loss is
measured as the difference between the financial asset’s
carrying amount and the present value of estimated
future cash flows (excluding future credit losses that have
not been incurred) discounted at the financial asset’s
original effective interest rate. If a held-to-maturity
financial asset has a variable interest rate, the discount
rate for measuring any impairment loss is the current
effective interest rate determined under the contract.
As a practical expedient, the Group may measure
impairment loss on the basis of an instrument’s fair value
using an observable market price.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.9 Impairment of assets (Continued)
(a) Financial assets (Continued)
(i) Held-to-maturity (Continued)

The carrying amount of the financial asset is reduced
through the use of an allowance account and the amount
of the loss is recognised in the income statement.

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

(iii) Available-for-sale

In the case of equity securities classified as available-for-
sale, a significant or prolonged decline in the fair value
of the equity securities below their cost is considered in
determining whether the assets are impaired.

When there is objective evidence that an available-for-
sale financial asset is impaired, the cumulative loss that
had been recognised in the investment revaluation
reserve is reclassified to the income statement. The
amount of the cumulative loss that is recognised
in the income statement is the difference between
the acquisition cost (net of any principal repayment
and amortisation) and the current fair value, less any
impairment loss on that financial asset previously
recognised in the income statement.

For unquoted available-for-sale equity securities that are
carried at cost, the impairment loss is measured as the
difference between the carrying amount of the equity
securities and the present value of estimated future cash
flows discounted at the current market rate of return for
a similar financial asset, where the effect of discount is
material.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.9 Impairment of assets (Continued)
(a) Financial assets (Continued)
(iii) Available-for-sale (Continued)

Impairment losses recognised in the income statement
in respect of available-for-sale equity securities are not
reversed through the income statement. Any subsequent
increase in the fair value of such assets is recognised
directly in statement of comprehensive income and
accumulated separately in equity in the investment
revaluation reserve. Furthermore, any further declines in
value after an impairment loss had been recognised in
the income statement should be recognised immediately
in the income statement.

If, in a subsequent period, the fair value of an available-
for-sale debt securities increases and the increase
can be objectively related to an event occurring after
the impairment loss was recognised in the income
statement, the reversal of impairment loss is recognised
in the income statement.

(b) Other non-financial assets

The Group assesses at each reporting date whether there
is an indication that a non-financial asset is impaired.
Assets that have an indefinite useful life or have not yet
available for use are not subject to amortisation and
are at least tested annually for impairment. Assets are
reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not
be recoverable.

If any such indication exists, or when annual impairment
testing for a non-financial asset is required, the asset’s
recoverable amount is estimated. The recoverable
amount of an asset is the higher of an asset’s fair value
less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that
reflects current market assessments of time value of
money and the risks specific to the asset. Where an asset
does not generate cash inflows largely independent
of those from other assets, the recoverable amount
is determined for the smallest group of assets that
generates cash inflows independently (i.e., a cash-
generating unit).
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.9 Impairment of assets (Continued)
(b) Other non-financial assets (Continued)

An impairment loss is recognised in the income
statement for the amount by which the carrying amount
of an asset, or the cash-generating unit to which it
belongs, exceeds its recoverable amount. Impairment
losses recognised in respect of cash-generating units
are allocated first to reduce the carrying amount of any
goodwill allocated to the cash-generating unit and then,
to reduce the carrying amount of the other assets in the
unit on a pro rata basis, except that the carrying value of
an asset will not be reduced below its individual fair value
less costs to sell, or value in use, if determinable.

Previously recognised impairment losses on goodwill
are not reversed in subsequent periods. Previously
recognised impairment losses on other assets are
reversed only if there has been a change in the estimates
used to determine the recoverable amount of an asset,
however not to an amount higher than the carrying
amount that would have been determined (net of any
amortisation or depreciation), had no impairment loss
been recognised against the asset in prior periods.
Reversal of impairment loss is credited to the income
statement in the period in which it arises.

(c) Interim financial reporting and impairment

Under the Listing Rules, the Group is required to prepare
an interim financial report in compliance with HKAS 34
“Interim Financial Reporting”, in respect of the first six
months of the financial year. At the end of the interim
period, the Group applies the same impairment testing,
recognition and reversal criteria as it would at the end of
the financial year (Notes 2.9(a) and 2.9(b)).

Impairment losses recognised in an interim period in
respect of goodwill, available-for-sale equity securities
and unquoted equity securities carried at cost are not
reversed in a subsequent period. This is the case even if
no loss, or a smaller loss, would have been recognised
had the impairment been assessed only at the end of the
financial year to which the interim period relates.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.10 Insurance contracts classification
The Group issues contracts that transfer insurance risk.

Insurance contracts are those contracts that transfer
significant insurance risk. The Group defines significant
insurance risk as the possibility of having to pay benefits
on the occurrence of an insured event that are at least
10% more than the benefits payable if the insured event
did not occur.

2.11 Insurance contracts
(a) Classification

Insurance contracts are classified depending on the
duration of risk and whether or not the terms and
conditions are fixed.

Short-term insurance contracts issued by the Group are
casualty and property insurance contracts.

Casualty insurance contracts protect the Group's
customers against the risk of causing harm to third
parties as a result of their legitimate activities. Damages
covered include both contractual and non-contractual
events. The typical protection offered is designed
for employers who become legally liable to pay
compensation to injured employees (employers’ liability)
and for individual and business customers who become
liable to pay compensation to a third party for bodily
harm or property damage (public liability).

Property insurance contracts mainly compensate
the Group’s customers for damage suffered to their
properties or for the value of property lost. Customers
who undertake commercial activities on their premises
could also receive compensation for the loss of earnings
caused by the inability to use the insured properties in
their business activities (business interruption cover).
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.11 Insurance contracts (Continued)
(a) Classification (Continued)

Claims and loss adjustment expenses are charged to the
income statement as incurred based on the estimated
liability for compensation owed to contract holders or
third parties damaged by the contract holders. They
include direct and indirect claims settlement costs and
arise from events that have occurred up to the reporting
date even if they have not yet been reported to the
Group. The Group does not discount its liabilities for
unpaid claims. Liabilities for unpaid claims are estimated
using the input of assessments for individual cases
reported to the Group and statistical analyses for the
claims incurred but not reported, and to estimate the
expected ultimate cost of more complex claims that may
be affected by external factors (such as court decisions).

(b) Deferred acquisition costs (“DAC”)

Commissions and other acquisition costs that vary with
and are related to securing new contracts and renewing
existing contracts are capitalised as an intangible asset,
DAC. All other costs are recognised as expenses when
incurred. The DAC is subsequently amortised over the life
of the contracts as premium is earned.

(c) Liability adequacy test

At each reporting date, liability adequacy tests are
performed to ensure the adequacy of the contract
liabilities net of related DAC assets. In performing these
tests, current best estimates of future contractual cash
flows and claims handling and administration expenses
are used. Any deficiency is immediately charged to
the income statement initially by writing off DAC and
subsequently by establishing a provision for losses
arising from liability adequacy tests (the unexpired risk
provision). Any DAC written off as a result of this test
cannot subsequently be reinstated.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.11 Insurance contracts (Continued)
(d) Reinsurance contracts held

Contracts entered into by the Group with reinsurers
under which the Group is compensated for losses on one
or more contracts issued by the Group and that meet
the classification requirements for insurance contracts
in Note 2.10 are classified as reinsurance contracts
held. Contracts that do not meet these classification
requirements are classified as financial assets. Insurance
contracts entered into by the Group under which the
contract holder is another insurer (inwards reinsurance)
are included as “Insurance contracts” in the consolidated
statement of financial position.

The benefits to which the Group is entitled under its
reinsurance contracts held are recognised as reinsurance
assets. These assets consist of short-term balances due
from reinsurers, as well as longer term receivables that
are dependent on the expected claims and benefits
arising under the related reinsured insurance contracts.
Amounts recoverable from or due to reinsurers are
measured consistently with the amounts associated with
the reinsured insurance contracts and in accordance
with the terms of each reinsurance contract. Reinsurance
liabilities are primarily premiums payable for reinsurance
contracts and are recognised as an expense over the
terms of reinsurance contracts and are included as
“Insurance payable” in the consolidated statement of
financial position.

The Group assesses its reinsurance assets for impairment
on a regular basis. If there is objective evidence that
the reinsurance asset is impaired, the Group reduces
the carrying amount of the reinsurance asset to its
recoverable amount and recognises that impairment
loss in the income statement. The Group gathers the
objective evidence that a reinsurance asset is impaired
and calculates the impairment losses using the same
processes adopted for loans and receivables as described
in Note 2.9(a)(i).
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.11 Insurance contracts (Continued)

(e) Receivables and payables related to insurance
contracts

Receivables and payables are recognised when due.
These include amounts due to and from agents, brokers
and insurance contract holders.

If there is objective evidence that the insurance
receivable is impaired, the Group reduces the carrying
amount of the insurance receivable to its recoverable
amount and recognises that impairment loss in the
consolidated income statement. The Group gathers
the objective evidence that an insurance receivable is
impaired and calculates the impairment losses using the
same processes adopted for loans and receivables as
described in Note 2.9(a)(i).

(f) Salvage and subrogation reimbursements

Some insurance contracts permit the Group to sell
(usually damaged) property acquired in settling a
claim (salvage). The Group may also have the right to
pursue third parties for payment of some or all costs
(subrogation).

Estimates of salvage recoveries are included as an
allowance in the measurement of the insurance liability
for claims, and salvage property is recognised in other
assets when the liability is settled. The allowance is the
amount that can reasonably be recovered from the
disposal of the property.

Subrogation reimbursements are also considered as an
allowance in the measurement of the insurance liability
for claims and are recognised in other assets when the
liability is settled. The allowance is the amount assessed
that can be recovered from the action against the liable
third party.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.12 Land use rights

All land in Mainland China is state-owned and no
individual ownership right existed. The premiums paid
for the land use rights held for development for sale
are classified as inventories in accordance with HKAS
2 “Inventories” and measured at lower of cost and
net realisable value. Land use rights are transferred
to properties under development for sale upon
commencement of development.

2.13 Properties under development for sale

Properties under development for sale are included in
current assets and stated at the lower of cost and net
realisable value. Net realisable value is determined by
reference to estimated sale proceeds of the properties
sold in the ordinary course of business less estimated
variable selling expenses and anticipated costs to
completion, or by management’s estimates based on
prevailing market conditions.

Development costs of properties comprise land use
rights, construction costs, capitalised finance costs and
professional fees incurred during the development
period of a normal operating cycle. On completion,
the development costs of properties are transferred to
completed properties held for sale.

2.14 Completed properties held for sale

Completed properties held for sale are completed
properties remaining unsold at the reporting date and
are stated at the lower of cost and net realisable value.

Cost comprises development cost attributable to the
unsold properties. Net realisable value is determined by
reference to estimated sale proceeds of the properties
sold in the ordinary course of business less estimated
variable selling expenses, or by management’s estimates
based on prevailing market conditions.

85



BfE%£EAER AT Min Xin Holdings Limited

AR TSGR AR
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

386

EE g RHEOR ()

2.15 FRE & B IR I B B A (B

BHE)

FHERBEE(RHEHES)MEEET
256 HE W RN I IFE BAESEER K
B RZEE(KEEEAS)AIERRT
HEME - AIDBERFIELERR -

EVR D BAFIELERRE - 3ERE
BERELEHEANMAEBREENE
18 ) BB I (B4R 8 R Y & 78 B 7% i o5 ZE A
B BEMMD B RFIFLERR R
EEHR  FRBEEA T ZET
BERIMNIHEESEUREAABESI LT
ENRHERAME P ZBEEARK -
ELEHRBEE  MEE(NHBAR
BERAMBERRHNRERIN) - R
AN EYE  BMESBRRIEL
- TREERERNETEHRTE -

REBIRBDEERDBASFIELE X
WINADRBAFIELEZHEAS - &%
FERBEET TR EEE -

HRAAME D BARELEERI LKA
DERFERE 2L EAANERSE
ENBNA LARRIRE - AEELZ
BERDBARELERA A ERmE
(RAEZEEBRRADBARHELER
BIMEE ARMITE - BIEFRE[BOE
BIRHEBRETHEZ AZEENAIHK
ClEBEMEF CREETE ©

AEEBF LD BERFELERNIERD
BEREBAETNHEZR  AEREE
EFRRARNGT ATRARREE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.15 Non-current assets (or disposal groups) held
for sale

A non-current asset (or disposal group) is classified
as held for sale if the carrying amount is recovered
principally through a sale transaction rather than
through a continuing use and the asset (or disposal
group) is available for sale in its present condition.

Immediately before the initial classification as held for
sale, the carrying amounts of the non-current assets (and
all individual assets and liabilities in the disposal group)
shall be measured in accordance with applicable HKFRSs.
Then, on initial classification as held for sale and until
disposal, the non-current assets (except for certain assets
as explained below), or disposal groups, are recognised
at the lower of their carrying amount and fair value
less costs to sell. Deferred tax assets, financial assets
(other than investments in subsidiaries, joint ventures
and associates), insurance contracts and investment
properties, even if held for sale, would continue to
be measured in accordance with the policies set out
elsewhere in Note 2.

As long as a non-current asset is classified as held for
sale, or is included in a disposal group that is classified as
held for sale, the non-current asset is not depreciated or
amortised.

If a non-current asset previously classified as held for
sale, or included in a disposal group that is classified as
held for sale no longer met the recognition criteria stated
above, the Group measures that asset at the lower of
its carrying amount before that asset was classified as
held for sale, adjusted for any depreciation, amortisation
or revaluation that would have been recognised had
that asset not been classified as held for sale, and its
recoverable amount at the date of the subsequent
decision not to sell.

The Group includes any required adjustment to the
carrying amount of a non-current asset that ceases to
be classified as held for sale in income from continuing
operations at the date of the subsequent decision not to
sell.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.16 Other debtors

Other debtors are recognised initially at fair value and
subsequently measured at amortised cost using effective
interest method, less impairment losses, if any.

2.17 Cash and cash equivalents

Cash and cash equivalents comprise cash at banks and in
hand, deposits held at call with banks, cash investments
with original maturity of three months or less from the
date of investment less bank overdrafts.

2.18 Financial liabilities — Borrowings

Borrowings are recognised initially at fair value, net
of transaction costs incurred. Transaction costs are
incremental costs that are directly attributable to the
acquisition, issue or disposal of a financial liability,
including fees and commissions paid to the borrowers.
Borrowings are subsequently stated at amortised
cost with any difference between the amount initially
recognised and redemption value is recognised in the
income statement over the period of the borrowings,
together with any interest and fees payable, using the
effective interest method.

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

2.19 Financial liabilities — Creditors and payables

Creditors and payables are initially recognised at fair
value. Except for financial guarantee liabilities measured
in accordance with Note 2.20, creditors and payables
are subsequently measured at amortised cost using the
effective interest method.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.20 Financial guarantee liabilities

Financial guarantees are contracts that require the
issuer (i.e., the guarantor) to make specified payments to
reimburse beneficiary of the guarantee (the “holder”) for
a loss the holder incurs because a specified debtor fails to
make payment when due in accordance with the terms of
a debt instrument.

Financial guarantees are initially recognised in the
financial statements at fair value plus transaction
costs that are directly attributable to the issue of
the guarantees on the date that the guarantee was
given. Subsequent to initial recognition, the Group’s
liabilities under such guarantees are measured at the
higher of the present value of the best estimate of the
expenditure required to settle the present obligation
determined in accordance with HKAS 37 “Provisions,
Contingent Liabilities and Contingent Assets” and the
amount initially recognised less cumulative amortisation
recognised. Any changes in the liabilities relating to
financial guarantees are taken to the income statement.

2.21 Provisions

Provisions are recognised when the Group has a present
legal or constructive obligation as a result of past events,
it is probable that an outflow of economic benefits will
be required to settle the obligation and the amount
can be reliably estimated. Where there are a number
of similar obligations, the likelihood that an outflow
of economic benefits will be required in settlement is
determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of
an outflow of economic benefits with respect to any one
item included in the same class of obligations may be
small.

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

Where the Group expects a provision to be reimbursed,
for example under an insurance contract, the
reimbursement is recognised as a separate asset but only
when the reimbursement is virtually certain.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.22 Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises
from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more uncertain future events not wholly within the
control of the Group. It can also be a present obligation
arising from past events that is not recognised because
it is not probable that an outflow of economic benefits
will be required or the amount of obligation cannot be
measured reliably.

A contingent liability is not recognised but is disclosed in
the notes to the consolidated financial statements. When
a change in the probability of an outflow of economic
benefits occurs so that the outflow is probable, it will
then be recognised as a provision.

A contingent asset is a possible asset that arises from past
events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain
events not wholly within the control of the Group.

A contingent asset is not recognised but is disclosed in
the notes to the consolidated financial statements when
an inflow of economic benefits is probable. When the
inflow is virtually certain, an asset is recognised.

2.23 Foreign currency translation
(a) Functional and presentation currency

Items included in the consolidated financial statements
of each of the Group’s entities are measured using the
currency of the primary economic environment in which
the entity operates (the “functional currency”). The
consolidated financial statements are presented in Hong
Kong Dollars, which is the Company’s functional and
presentation currency.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.23 Foreign currency translation (Continued)
(b) Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange
gains or losses resulting from the settlement of such
transactions and from the translation at closing exchange
rates of monetary assets and liabilities denominated
in foreign currencies are recognised in the income
statement.

Translation differences on non-monetary financial
assets and liabilities, such as equity instruments held
at fair value through profit or loss, are reported as part
of the fair value gain or loss in the income statement.
Translation differences on non-monetary items, such
as equity investments classified as available-for-sale
financial assets, are included in other comprehensive
income and accumulated separately in equity in the
investment revaluation reserve.

(c) Group companies

The results and financial position of all the group entities
(none of which has the currency of a hyperinflationary
economy) that have a functional currency different from
the Company’s presentation currency are translated into
the presentation currency as follows:

— assets and liabilities in their statement of financial
position are translated at the closing rate at the date
of that statement of financial position;

— income and expenses in their income statement
are translated at average exchange rates, unless
these average exchange rates are not a reasonable
approximation of the cumulative effect of the rates
prevailing at the transaction dates. In such case
income and expenses are translated at the dates of
the transactions; and

— all resulting exchange differences are recognised as
a separate component of equity.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.23 Foreign currency translation (Continued)
(c) Group companies (Continued)

Exchange differences arising from the translation of the
net investments in foreign operations are recognised
in other comprehensive income and accumulated
separately in equity in the exchange translation reserve.
When a foreign operation is partially disposed of or sold,
the cumulative amount of the exchange differences
relating to that foreign operation is reclassified from
equity to the income statement as part of the gain or loss
on disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of that foreign entity and translated at the
closing rate.

2.24 Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities
are recognised in the income statement except to the
extent that they relate to items recognised in other
comprehensive income or directly in equity, in which
case they are recognised in other comprehensive income
or directly in equity respectively.

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

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being
the differences between the carrying amounts of assets
and liabilities for financial reporting purposes and their
tax bases. Deferred tax assets also arise from unused tax
losses and unused tax credits.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.24 Income tax (Continued)

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that
it is probable that future taxable profits will be available
against which the assets can be utilised, are recognised.
Future taxable profits that may support the recognition
of deferred tax assets arising from deductible temporary
differences include those that will arise from the reversal
of existing taxable temporary differences, provided
those differences relate to the same taxation authority
and the same taxable entity, and are expected to reverse
either in the same period as the expected reversal of
the deductible temporary differences or in periods into
which a tax loss arising from the deferred tax asset can
be carried back or forward. The same criteria are adopted
when determining whether existing taxable temporary
differences support the recognition of deferred tax assets
arising from unused tax losses and credits, that is, those
differences are taken into account if they relate to the
same taxation authority and the same taxable entity, and
are expected to reverse in a period, or periods, in which
the tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes,
the initial recognition of assets and liabilities that affect
neither accounting nor taxable profit (provided they
are not part of a business combination), and temporary
differences relating to investments in subsidiaries to the
extent that, in the case of taxable differences, the Group
controls the timing of the reversal and it is probable
that the differences will not reverse in the foreseeable
future, or in the case of deductible differences, unless it is
probable that they will reverse in the future.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.24 Income tax (Continued)

Where investment property is carried at its fair value
in accordance with the accounting policy set out in
Note 2.6, the amount of deferred tax recognised is
measured using the tax rates that would apply on sale
of that investment property at its carrying value at
the reporting date unless that investment property is
depreciable and is held within a business model whose
objective is to consume substantially all of the economic
benefits embodied in that investment property over
time, rather than through sale. In all other case, the
amount of deferred tax recognised is measured based
on the expected manner of realisation or settlement
of the carrying amount of the assets and liabilities,
using tax rates enacted or substantially enacted at the
reporting date. Deferred tax assets and liabilities are not
discounted.

The carrying amount of a deferred tax asset is reviewed
at each reporting date and is reduced to the extent that
it is no longer probable that sufficient taxable profits
will be available to allow the related tax benefit to be
utilised. Any such reduction is reversed to the extent that
it becomes probable that sufficient taxable profits will be
available.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from
each other and are not offset. Current tax assets are
offset against current tax liabilities, and deferred tax
assets against deferred tax liabilities, if the Group has
the legally enforceable right to set off current tax assets
against current tax liabilities and the following additional
conditions are met:

— in the case of current tax assets and liabilities,
the Group intends either to settle on a net basis,
or to realise the asset and settle the liability
simultaneously; or

— in the case of deferred tax assets and liabilities,
if they relate to income taxes levied by the same
taxation authority on the same taxable entity.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.25 Share capital

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

2.26 Revenue recognition

Revenue is recognised on the following basis provided
it is probable that the economic benefits will flow to the
Group and the amount can be measured reliably:

(a) Sales of properties

Revenue from sales of properties in the ordinary course
of business is recognised when the risks and rewards
of the respective properties are transferred to the
purchasers, which is when the construction of relevant
properties has been completed and the properties have
been delivered to the purchasers and collectability of
related receivables is reasonably assured.

(b) Interest income

Interest income is recognised on a time-proportion basis
using the effective interest method. When a receivable
is impaired, the Group reduces the carrying amount to
its recoverable amount, being the estimated future cash
flows discounted at original effective interest rate of the
instrument, and continues unwinding the discount as
interest income.

(c) Rental income from investment properties

Rental income receivable under operating leases is
recognised in the income statement in equal installments
over the periods covered by the lease term, except where
an alternative basis is more representative of the pattern
of benefits to be derived from the use of the leased asset.
Lease incentives granted are recognised in the income
statement as an integral part of the aggregate net lease
payments receivable.

(d) Dividend income

Dividend income is recognised when the shareholder’s
right to receive payment is established.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.26 Revenue recognition (Continued)
(e) Short-term insurance contracts

Gross premiums from the sale of short-term insurance
contracts are recorded when written.

Earned premiums are recognised as revenue
proportionally over the period of coverage. The portion
of premium received on in-force contracts that relates to
unexpired risks at the reporting date is reported as the
unearned premium liability. Premiums are shown before
deduction of commission.

(f) Management fee

Management fee is recognised upon the provision of
services.

2.27 Borrowing costs

Borrowing costs are expensed in the income statement
in the period in which they are incurred, except to
the extent that they are capitalised as being directly
attributable to the acquisition, construction or
production of an asset which necessarily takes a
substantial period of time to get ready for its intended
use or sale.

The capitalisation of borrowing costs as part of the cost
of a qualifying asset commences when expenditure for
the asset is being incurred, borrowing costs are being
incurred and activities that are necessary to prepare
the asset for its intended use or sale are in progress.
Capitalisation of borrowing costs is suspended or ceased
when substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are
interrupted or completed.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.28 Operating leases

Leases where substantially all the risks and rewards of
ownership of assets remain with the lessor are accounted
for as operating leases. Payments made under operating
leases (including those for leasehold land) net of any
incentives received from the lessor are charged to the
income statement on a straight-line basis over the lease
periods.

2.29 Employee benefits
(a) Short-term employee benefits

Salaries and annual bonuses are paid or accrued in the
year in which the associated services are rendered by
employees. When payment or settlement is deferred and
the effect would be material, these amounts are stated at
their present values.

(b) Retirement benefit costs

The Group pays contributions to publicly or privately
administered pension plans on a mandatory, contractual
or voluntary basis. These pension plans are defined
contribution schemes which the Group pays fixed
contributions and has no further payment obligations
once the contributions have been paid. The Group
has no legal or constructive obligations to pay further
contributions if the fund does not hold sufficient assets
to pay all employees the benefits relating to employee
services rendered in the current and prior periods.

The Group’s contributions are recognised as employee
benefit expense when they are due and are reduced by
contributions forfeited by those employees who leave
the scheme prior to vesting fully in the contributions.
Prepaid contributions are recognised as an asset to
the extent that a cash refund or a reduction in future
payments is available.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.29 Employee benefits (Continued)
(c) Employee leave entitlements

Employee entitlements to annual leave are recognised
when they accrue to employees. An accrual is made
for the estimated liability for annual leave as a result of
services rendered by employees up to the reporting date.

Employee entitlements to sick leave and maternity leave
are not recognised until the time of leave.

(d) Share-based compensation

An associate of the Group sets up a cash-settled share-
based payment plan, namely Share Appreciation Rights
(“SAR"). According to the plan, SAR is not vested until
fulfilling services in the vesting period and meeting
required performance. The changes in fair value of
liability incurred have been recognised in the income
statement by that associate.

(e) Termination benefits

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

2.30 Segment reporting

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

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

2.31 Dividend distribution

Dividend distribution to the equity holders of the
Company is recognised as a liability in the Group’s and
the Company’s financial statements in the period in
which the dividends are approved for distribution.

2.32 Related parties

For the purposes of these consolidated financial
statements, a related party is a person or entity that is

related to the Group.

(@) A person, ora close member of that person’s family,
is related to the Group if that person:

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

(ii) has significant influence over the Group; or

(iii) is a member of the key management personnel
of the Group or the Group’s parent.
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2 PRINCIPAL ACCOUNTING POLICIES
(Continued)

2.32 Related parties (Continued)

(b) An entity is related to the Group if any of the
following conditions applies:

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

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

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

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

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

(vi) the entity is controlled or jointly controlled by a
person identified in Note 2.32(a).

(vii) a person identified in Note 2.32(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).

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

The preparation of financial statements requires
management to make estimates and assumptions
concerning the future that affect the reported
amounts of assets, liabilities, revenues and expenses
in these consolidated financial statements. The
application of assumptions and estimates means
that any changes of them, either due to changes of
management’s judgement or the evolvement of the
actual circumstances, would cause the Group’s financial
position and results to differ.

Estimates and judgement are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed
to be reasonable under the circumstances. The Group
believes that the assumptions and estimates that have
been made in the preparation of these consolidated
financial statements are appropriate and that these
consolidated financial statements therefore present fairly
the Group’s financial position and results in all material
respects.

The estimates and assumptions that have a significant
risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next twelve
months are discussed below.

(a) Estimate of fair value of investment properties

The best evidence of fair value of investment properties
held by the Group is current prices in an active market
for similar lease or other contracts. In the absence of
such information, the Group determines the amount
within a range of reasonable fair value estimates. In
making this judgement, the Group considers information
including current prices in an active market for
properties of different nature, condition or location (or
subject to different lease or other contracts), adjusted
to reflect those differences or recent prices of similar
properties in less active markets, with adjustments to
reflect any changes in economic conditions since the
date of the transactions that occurred at those prices.
As at 31 December 2014, the fair value of the Group’s
investment properties was approximately HK$165.76
million (Note 16).
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CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENT (Continued)

(b) Investment in Xiamen International Bank
(‘GXIB”)

The Company holds approximately 14.8005%
shareholding in XIB. The Company considered that it
has the ability to exercise significant influence over the
financial and operating policy decisions of XIB through
its two representations on the board of directors of XIB
as well as the participation in policy-making processes
through the representations in committees set up by the
board of directors of XIB even though the Company holds
less than 20% of the voting power of XIB. Accordingly, the
Company considers that XIB will continue to be classified
as an associate of the Company and the Company’s
interest in XIB will continue to be accounted for using
equity method in accordance with the HKFRSs (Note 18).

(c¢) Impairment allowances on loans and advances

The Group reviews its loan portfolios to assess
impairment losses regularly, and would further assess
impairment losses when there are indications of
impairment. Objective evidence of impairment includes
observable data indicating that there is a measurable
decrease in the estimated future cash flows from an
individual loan, observable data indicating that there
has been an adverse change in the payment status of
borrowers in a group (e.g., payment delinquency or
default), or national or local economic conditions that
correlated with defaults on assets in the group. The
individual impairment loss is based upon best estimate of
the present value of cash flows which are expected to be
received discounted at the original effective interest rate.
When assessing the impairment losses of a loan portfolio
under the collective evaluation method, management
of the Group uses estimates based on historical loss
experience, which subjects to adjustments according
to observable data to reflect the current economic
conditions, for assets with credit risk characteristics and
objective evidence of impairment similar to those in the
portfolio when estimating expected future cash flows.
The methodology and assumptions used for estimating
both the amount and timing of future cash flows are
reviewed regularly to reduce any differences between
loss estimated and actual loss experience. As a practical
expedient, the Group may assess the impairment losses
of a loan portfolio under the collective evaluation
method on the basis of the market historical experience.
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CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENT (Continued)

(d) Casualty and property insurance contract
liabilities

For casualty and property insurance contracts, estimates
have to be made for both the expected ultimate costs
of claims reported at the reporting date and for the
expected ultimate costs of claims incurred but not
reported (“IBNR”) at the reporting date. It may take a
significant period of time before the ultimate claims costs
can be established with certainty and for some type of
policies, IBNR claims form the majority of the insurance
liability in the consolidated statement of financial
position. The ultimate costs of outstanding claims are
estimated by using a range of standard actuarial claims
projection techniques, such as the Bornhuetter-Ferguson
(“BF") method.

The main assumption underlying these techniques is
that past claims development experience can be used to
project future claims development and hence ultimate
claims costs. As such, these methods extrapolate the
development of paid and incurred losses, average cost
per claim and claim numbers based on the observed
development of earlier years and expected loss ratios.
Historical claims development is mainly analysed by
accident year, as well as by significant business lines
and claim types. Large claims are usually separately
addressed, either by being reserved at the face value if
loss adjustor estimates or separately projected in order to
reflect their future development. The assumptions used
are those implicit in the historical claims development
data on which the projections are based. Additional
qualitative judgement is used to assess the extent to
which past trends may not apply in future (for example
to reflect one-off occurrence, changes in external or
market factors such as public attitudes of claiming,
economic conditions, levels of claims inflation, judicial
decisions and legislation, as well as internal factors such
as portfolio mix, policy conditions and claims handling
procedures), so as to arrive at the estimated ultimate
costs of claims that present the likely outcome from the
range of possible outcomes, taking into account of all the
uncertainties involved.
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CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENT (Continued)

(e) Current income tax and deferred income tax

The Group is subject to income tax in various
jurisdictions. Significant judgement is required in
determining the amounts of the provision for income tax
and the timing of the payment of the related income tax.
There are many transactions and calculations for which
the ultimate tax determination is uncertain during the
ordinary course of business. Where the final tax outcome
of these matters is different from the amounts that
were initially recorded, such differences will impact the
provisions for current income tax and deferred income
tax in the period in which such determination is made.
As at 31 December 2014, the Group had deferred income
tax liabilities of approximately HK$48.23 million (Note
29). The deferred income tax liabilities will increase or
decrease by approximately HK$1.67 million if the actual
applicable tax rate differs by 1%.

(f) Critical accounting estimates and judgement
of an associated financial institution

The Group’s major associated financial institution,
Xiamen International Bank and its subsidiaries (“XIB
Group”), is principally conducted banking business
in Mainland China and Macao (Note 18). In preparing
its statutory consolidated financial statements in
accordance with the PRC Accounting Standards, certain
critical accounting estimates and judgement have been
applied as described below:

—  Fair value of financial instruments

The fair values of financial instruments that are not
quoted in active markets are determined by XIB Group
using valuation techniques. Valuation techniques used
include discounted cash flows analysis and models.
To the extent practical, models use only observable
data, however areas such as credit risk (both own and
counterparty), volatilities and correlations require
management of XIB Group to make estimates. Changes
in assumptions about these factors could affect reported
fair values of financial instruments.
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CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENT (Continued)

(f) Critical accounting estimates and judgement
of an associated financial institution (Continued)

— Impairment allowances on loans and advances

XIB Group reviews its loan portfolios to assess
impairment losses regularly, and would further assess
impairment losses when there are indications of
impairment. Objective evidence of impairment includes
observable data indicating that there is a measurable
decrease in the estimated future cash flows from an
individual loan, observable data indicating that there
has been an adverse change in the payment status of
borrowers in a group (e.g., payment delinquency or
default), or national or local economic conditions that
correlated with defaults on assets in the group. The
individual impairment loss is based upon best estimate of
the present value of cash flows which are expected to be
received discounted at the original effective interest rate.
When assessing the impairment losses of a loan portfolio
under the collective evaluation method, management
of XIB Group uses estimates based on historical loss
experience, which subjects to adjustments according
to observable data to reflect the current economic
conditions, for assets with credit risk characteristics and
objective evidence of impairment similar to those in the
portfolio when estimating expected future cash flows.
The methodology and assumptions used for estimating
both the amount and timing of future cash flows are
reviewed regularly to reduce any differences between
loss estimated and actual loss experience.

— Valuation of equity investments classified as available-
for-sale

The fair value of an unlisted equity investment has been
estimated using a market comparison approach by an
independent professional valuer. Based on the market
ratio (e.g price/earning and price/book ratios) of a
number of listed companies engaged in similar industries
as the investee and the investee’s historical financial
information, management of XIB Group makes estimates
and judgement on the appropriate adjustments required
to reflect the circumstances of the investee, including
the liquidity discount applicable to the paid-up capital
of the investee as compared to those of the shares of a
listed company, for fair value estimation purposes. The
fair value changes is accounted for in the consolidated
statement of comprehensive income and accumulated
separately in equity in the investment revaluation
reserve.



—ZE—MEFH Annual Report 2014

AR a R AL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4 PR S s B

4.1 PRBg R s JE B R &
KREBNEEIHAIELENREE

e MR - BIET SRR (BIEINE
Rk - EREREFERR) - EERR
EhBESRR - NdEBREAEEN
t%ﬂ@%ﬁ UREEBRHBEEZE K
KEREFREEELRRNAE -

7R B B0 1B TR R A R I O L B *
$W M%mﬁﬁ$glm@§
=z MEREREDFNT A %
E&ﬁﬁé% $$lm%ﬁﬂﬁwﬁ
EERPBMSNHERAERSREE
RESAEETBRENEETNTZE

EEeRFEROANE - RAKEE
REE N REIRREE  UHRERER
BREEME - EFSCRMTMENILE
ERRERENERF -ERNESREE
ke@RBENTE  AEEXTRREE
FAEREMAENRR o

fm ([ ) A B ERALEE S
Ak BREENEREERSE L
EERERNENELEARRASEK
25 - R EREPRK RS E GBS
BETHEERARNESEERE -

AEBRY T -EABEH RS - B
RUEEDLBMEEERE  UER
%W@W%Eﬁﬁ%mﬁ iR KRR

= RO IE R ) B DARE (R BRI BB
ﬁiﬁ%ﬁ@h RIS B NAE B 5H
BENT  ABEEEENARRHERIR

iio

INSURANCE AND FINANCIAL RISK
MANAGEMENT

4.1 Insurance and financial risk factors

The Group’s business activities expose it to a variety
of insurance risk and financial risks including market
risk (including foreign exchange risk, price risk and
interest rate risk), credit risk and liquidity risk. This note
summarises the Group'’s exposure to these risks, as well
as its objectives, policies and processes for managing and
the methods used to measure these risks.

The Group's investment policy is to prudently invest its
funds in @ manner which satisfies the Group’s liquidity
requirements and generates optimal returns to the
Group within a manageable risk level. The Group’s
overall risk management focuses on the unpredictability
of financial markets and seeks to minimise potential
adverse effects on the Group’s performance.

The Board, representing the interest of shareholders, is
the highest decision making authority of the Group and
has the ultimate responsibility for risk management.
The Board has adopted procedures for evaluating and
approving significant investment decisions. Given the
nature of the Group’s financial assets and liabilities, their
risk exposures are monitored by the Group primarily on a
qualitative basis.

The General Manager (“GM”") is responsible for managing
the Group’s various types of risks, approving detailed
risk management policies, and approving material risk
exposures or transactions within his authority delegated
by the Board. The other members of the management
team assist the GM in fulfilling his responsibilities for the
day-to-day management of risks.

The Group has put in place an internal control system,
including establishment of the Group’s organisation
structure that sets adequately clear lines of authority and
responsibility for monitoring compliance with policies,
procedures and limits. Proper reporting lines also provide
sufficient independence of the control functions from the
business areas, as well as adequate segregation of duties
throughout the organisation which helps to promote
appropriate internal control environment.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)

(a) Insurance risk

The Group issues contracts that transfer insurance risk.
This section summarises these risks and the way the
Group manages such risks.

The risk under any one insurance contract is the
possibility that the insured event occurs and the
uncertainty of the amount of the resulting claim. By the
very nature of an insurance contract, this risk is random
and therefore unpredictable.

For a portfolio of insurance contracts where the theory
of probability is applied to pricing and provisioning, the
principal risk that the Group faces under its insurance
contracts is that the actual claims exceed the carrying
amount of the insurance liabilities. This could occur
because the frequency or severity of claims and benefits
are greater than estimated. Insurance events are random
and the actual numbers and amounts of claims will
vary from year to year from the level established using
statistical techniques.

Experience shows that the larger the portfolio of similar
insurance contracts, the smaller the relative variability
about the expected outcome will be. In addition, a more
diversified portfolio is less likely to be affected across the
board by a change in any subset of the portfolio.

Factors that aggravate insurance risk include lack of
risk diversification in terms of type and amount of risk,
geographical location and type of industry covered.

(i) Frequency and severity of claims

The frequency and severity of claims can be affected by
several factors. The most significant are the increasing
level of awards for the damage suffered and the increase
in number of cases coming to court that were inactive
or latent for a long period of time. Estimated inflation is
also a significant factor due to the long period typically
required to settle these cases.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(a) Insurance risk (Continued)
(i)  Frequency and severity of claims (Continued)

The Group manages these risks through its underwriting
strategy, adequate reinsurance arrangements and claims
handling.

The underwriting strategy attempts to ensure that the
underwritten risks are well diversified in terms of type
and amount of risk, industry and geographical location.

Underwriting limits are in place to enforce appropriate
risk selection criteria. For example, the Group has the
right to re-price, cancel or not to renew a contract, it
can impose deductibles and it has the right to reject the
payment of fraudulent claim. Insurance contracts also
entitle the Group to pursue third parties for payment of
some or all costs (subrogation). Unless the legislation
requires, the Group’s strategy limits the total exposure of
any individual policy to a certain amount.

The reinsurance arrangements include facultative,
proportional treaties and excess of loss coverage. The
effect of such reinsurance arrangements is that the Group
should not suffer total net insurance losses more than the
prescribed amount. In addition to the overall reinsurance
program, additional reinsurance protection for any
individual risk will be arranged when necessary.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(a) Insurance risk (Continued)
(i)  Frequency and severity of claims (Continued)

The concentration of insurance risk before and after
reinsurance by territory in relation to type of insurance
accepted is summarised below, with reference to the
carrying amount of the insurance liabilities (gross and net
of reinsurance) arising from insurance contracts:

2014

—R B4

ERER KfeE
B General  Accident Hitr @
Motor liability and health Others Total

BEFT BETT BEFr BETT BEFT
HK$’000  HK$'000  HK$'000  HKS$'000  HK$'000
E ) Gross
A5 Hong Kong 26,985 28,879 279 70 56,213
el Macao 1,218 448 747 13,560 15,973
RREFEAE 5 Total insurance liabilities, gross 28,203 29,327 1,026 13,630 72,186
BE Net
BE Hong Kong 24,098 26,933 279 47 51,357
e Macao 1,092 440 703 12,927 15,162
RREFAE FE Total insurance liabilities, net 25,190 27,373 982 12,974 66,519
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4 PR B s e F A PR () 4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)
4.1 PRBe B o JE LB R R (48 4.1 Insurance and financial risk factors (Continued)
(a) PrBaEP (%) (a) Insurance risk (Continued)
(i) FEREEREEREE(E) (i)  Frequency and severity of claims (Continued)
2013
—R BAh
ERRE RigR
HE General  Accident Hit peaee)
Motor liability and health Others Total

BETT EBETT AETT EETT  EFTT
HKS'000  HKS'000  HKS'000  HKS000  HK$'000

ek Gross

Eh Hong Kong 28,466 20,322 1,335 128 50,251
el Macao 949 792 766 9,045 11,552
RBETLE £8 Total insurance liabilities, gross 29,415 21,114 2,101 9,173 61,803
FE Net

EB Hong Kong 24,950 19,731 1333 61 46,075
el Macao 846 760 724 8,223 10,553
R ETRE F58 Total insurance liabilities, net 25,796 20,491 2,057 8,284 56,628
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(a) Insurance risk (Continued)

(i) Sources of uncertainty in the estimation of future
claims payments

Claims on insurance contracts are payable on a claim-
occurrence basis. The Group is liable for all insured
events that occurred during the term of the contract even
if the loss is discovered after the end of the contract term.
As a result, liability claims are settled over a long period
of time and a larger element of claims provision relates
to incurred but not reported claims. There are several
variables that affect the amounts and timing of cash
flows from these contracts. These mainly relate to the
inherent risks by individual contract holders and the risk
management procedures adopted. The compensation
paid on these contracts is the monetary awards granted
for bodily injury suffered. Such awards are lump-sum
payments that are calculated as the present value of
the lost of earnings and rehabilitation expenses that the
injured party will incur as a result of the accident.

The estimated costs of claims include direct expenses
to be incurred in settling claims, net of the expected
subrogation value and other recoveries. The Group takes
all reasonable steps to ensure that it has appropriate
information regarding its claims exposures. However,
given the uncertainty in establishing claims provisions, it
is likely that the final outcome will prove to be different
from the original liabilities established. The liabilities for
these contracts comprise provisions for IBNR, provisions
for reported claims not yet paid and provisions for
unexpired risks at the reporting date.

In calculating the estimated costs of unpaid claims (both
reported or not), the Group’s estimation techniques are
a combination of loss-ratio-based estimates (where the
loss ratio is defined as the ratio between the ultimate cost
of insurance claims and insurance premiums earned in
a particular financial year in relation to such claims) and
estimates based upon actual claims experience using
predetermined formulae where greater weight is given
to actual claims experience as time passes.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(a) Insurance risk (Continued)

(i) Sources of uncertainty in the estimation of future
claims payments (Continued)

The estimation of IBNR is generally subject to a greater
degree of uncertainty than the estimation of the costs
of settling claims already notified to the Group, where
information about the claim event is available. In
estimating the amounts of IBNR which make reasonable
provisions for the claims and the unexpired risks, it is
necessary to project future claims costs and associated
claims expenses and simulate the outcomes of claims
liabilities using models. These models are simplified
representation of many legal, social and economic
forces and may not be entirely appropriate for the types
of insurance business being analysed. It is certain that
actual future claims and claims expenses will not develop
exactly as projected and may vary significantly from the
projections.

In estimating the liabilities for the costs of reported
claims not yet paid the Group considers any information
available from loss adjusters and information on the costs
of settling claims with similar characteristics in previous
periods. Large claims are assessed on a case-by-case basis
or projected separately in order to allow for the possible
distortive effect of their development and incidence on
the rest of the portfolio.

Where possible, the Group adopts multiple techniques to
estimate the required level of provisions. This provides
a greater understanding of the trends inherent in the
experience being projected. The projections given by
the various methodologies also assist in estimating
the range of possible outcomes. The most appropriate
estimation technique is selected taking into account the
characteristics of the business class and the extent of the
development of each accident year.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(a) Insurance risk (Continued)
(i) Process used to decide on assumptions

The Group uses several statistical methods to incorporate
the various assumptions made in order to estimate the
ultimate costs of claims. The choice of selected results
for each accident year of each class of business depends
on an assessment of the technique that has been most
appropriate to observed historical developments. In
certain instances, different techniques or combination
of techniques have been selected for individual accident
year or group of accident years within the same class of
business.

In estimating the claims liabilities of the Group’s
motor, employees’ compensation and domestic
helpers’ insurance portfolio, the paid and incurred loss
development methods supplemented by BF method
are applied. For other classes of insurance portfolio, the
incurred loss development method is used to project the
claim liabilities.

The paid and incurred loss development methods are
used to project the ultimate costs of the claims, and
the BF method relies on a gradual transition from an
estimated loss ratio to an experience-rated development.
BF method is applied to the more recent accident years,
for which the paid and incurred loss development
methods may yield less accurate results.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(a) Insurance risk (Continued)

(iv) Sensitivity analysis — sensitivity of insurance claims
development tables

The reasonableness of the estimation process is tested
by an analysis of sensitivity around different scenarios.
The change in the monetary awards granted for bodily
injury suffered and also the employers’ liability claims is
the most critical to the assumptions used to estimate the
liabilities for these insurance contracts.

The Group believes that the liabilities for these claims
carried at the reporting date are adequate. However, an
increase of 10% in the costs of these claims would require
the recognition of an additional loss of approximately
HK$3.5 million (2013: approximately HK$2.9 million) net
of reinsurance.

The impact on the profit before taxation described
above does not take into account of changes in other
variables, as they are considered to be less material. Such
an assessment and the relative materiality of individual
variables may change in the future.

In addition to scenario testing, the development of
insurance liabilities provides a measure of the Group'’s
ability to estimate the ultimate value of claims. The
top half of the table below illustrates how the Group's
estimate of total claims outstanding for each accident
year has changed at successive reporting dates. The
bottom half of the table reconciles the cumulative claims
to the amount recognised in the consolidated statement
of financial position.
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4 DR L S s B o B (4) 4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)
4.1 PRBe B b JEL B R R (48 4.1 Insurance and financial risk factors (Continued)
(a) PRBgEBR (78) (a) Insurance risk (Continued)
(iv) BREDIT — (R IS8 3 /7 1 8 /6% (iv) Sensitivity analysis — sensitivity of insurance claims
JEHZ& (&) development tables (Continued)
REGHE1E — E5 Insurance claims - gross
EHEE Accident year 2010 2011 2012 2013 2014 Total
BRI EEFTT BETT BT BT | B%Tx
HKS'000 HKS'000 HKS'000 HKS'000 HK$'000 | HK$'000
SRR B ERAR Estimate of ultimate claims costs
REMFR atend of accident year 27,204 26,324 25,738 26,867 32,493
—fFig one year later 18,255 13,814 12,201 8,889
“F two years later 20,889 14,768 14918
“Fi three years later 24,347 15,537
itk four years later 27,11
B BET BB Current estimate of cumulative claims 27,1M 15,537 14918 8,889 32493 | 98,948
LT Cumulative payment to date (24726)  (14,205)  (11,133) (6,059) (4518) | (60,641)
2,385 1,332 3,785 2,830 27975 38,307
WI0EERI R Liabilities in respect of prior years
before 2010 1,530
39,837
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R B K Bt 5 JeL o 7 B () 4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)
4.1 B S s JE B R 2R (4 4.1 Insurance and financial risk factors (Continued)
(a) PRBERE (48) (a) Insurance risk (Continued)
(iv) BREDHT — (R IS8 3 /7 7 8 /6% (iv) Sensitivity analysis - sensitivity of insurance claims
JEH& (&) development tables (Continued)
REZFEE — FEE Insurance claims - net
EHEE Accident year 2010 2011 2012 2013 2014 H#Total
BT BEFT BETr  EEFT BRI | B%Tx
HKS'000 HKS'000 HKS'000 HKS'000 HK$'000 | HK$'000
[EE B ERA Estimate of ultimate claims costs
RENFR at end of accident year 24,844 21,529 21,273 22,527 27,535
—fFig one year later 16,149 11,949 10,306 7,791
“F two years later 18,411 12,835 12,761
“Fi three years later 21,805 13,566
itk four years later 23,148
B2 BETEE Current estimate of cumulative claims 23,148 13,566 12,761 7,791 27,535 84,801
ESER Cumulative payment to date (21013) (12234  (8976) (4965  (4372)] (51,560)
2,135 1,332 3,785 2,826 23,163 33,241
WI0EERI A Liabilities in respect of prior years
before 2010 1,530
34,771
AREBAS THEHRSE RSN — XY The Group has in place a series of effective reinsurance
AR RER  BESF—BERET covers on a number of short-term insurance products
Bt o that have remained unchanged in recent years.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(b) Market risk

Market risk is the risk of loss that results from movements
in market rates and prices. The Group is exposed to
market risk because of its investments classified as
available-for-sale financial assets or financial assets at fair
value through profit or loss. The risk includes potential
losses arising from changes in foreign exchange rates,
interest rates and equity prices.

The Group’s risk management objective is to enhance
shareholder’s value by maintaining risk exposures within
acceptable limits. The Group’s control of market risk
is based on restricting individual operations to invest
within a list of permissible instruments authorised by the
Board to ensure all risks arising are thoroughly identified,
properly measured and adequately controlled.

(i) Foreign exchange risk

Foreign exchange risk is the risk of loss due to adverse
movements in foreign exchange rates relating to
investments denominated in foreign currencies. The
Group mainly operates in Hong Kong and Mainland China
and is exposed to foreign exchange risk arising from
recognised assets and liabilities and net investments in
foreign operations measured in Renminbi (“RMB”).

In respect of receivables, payables and cash balances
held in currencies other than the functional currency of
the operations to which they relate, the Group ensures
that the net exposure is kept to an acceptable level, by
buying and selling foreign currencies at spot rates where
necessary to address short-term imbalances.

Change in the fair value of forward foreign exchange
contracts that economically hedge monetary assets
and liabilities denominated in foreign currencies are
recognised in the income statement. The net fair value of
forward foreign exchange contracts used by the Group as
economic hedge of cash balances held in currency other
than the functional currency of a subsidiary to which it
relates at 31 December 2013 was HK$615,000, which had
been recognised as derivate financial instruments (Note
24). These forward foreign exchange contracts had been
fully utilised by the Group during the year.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(b) Market risk (Continued)
(i) Foreign exchange risk (Continued)

The Group's borrowings are in the functional currency of
the entity taking out the loans. Given this, management
does not expect that there will be any significant
currency risk associated with the Group’s borrowings.

The following table details the Group’s and the
Company’s exposure to foreign exchange risk arising
from recognised assets and liabilities measured in a
currency other than the functional currency of the entity
to which they relate at the reporting date:

rEH RAT]
Group Company
2014 2013 2014 2013
ARETFT | \REFT | AREFT | ARKTF T
RMB’000 RMB’000 RMB’000 RMB’000
AHEESH Available-for-sale
BiE financial assets 616,276 353,257 616,276 353,257
W ER Loan receivable - 92,139 - 92,139
I — KB Dividend receivable
UNEIL S from an associate - 67,733 - 67,733
H i AR K Other debtors 3,104 8,226 2,928 8,098
R4 MIR7T4#1F  Cash and bank balances 693,831 331,821 676,236 315,633
HENBRF K Other creditors and
FEZTE H accruals (6,544) (7,264) (6,558) (7,249)
JE AR BRFR TR Current income tax payable (20,929) (27,702) (20,929) (27,702)
1,285,738 818,210 1,267,953 801,909
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5 B K Bk a5 TR B S P (4) 4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)
4.1 PRBe B b JEL B R R (48 4.1 Insurance and financial risk factors (Continued)
(b) TR (48) (b) Market risk (Continued)
(i) SMNER(E) (i) Foreign exchange risk (Continued)
TRITAEBRARTNEHRE AR The following table indicates the approximate change
FERLEIRNESIER eSS MATE NG in the Group’s and the Company’s profit after taxation
M AR E B N AR R RBRTEE R F (AR (and retained profits) and other components of equity in
Bm M) Rz H A 4B R ER 9 EE A R AY response to reasonably possible changes in the foreign
A exchange rates to which the Group and the Company
have significant exposure at the reporting date:
2014 2013
HMEZBRE  HREEEIR HEREM MNERAE  HRBRENR HERER
L#/(TH)  REEANE BRBINYE /(T8  RERIHZE  Axdonye
Increase/ Effecton Effecton Increase/ Effect on Effect on
(decrease) profit after other (decrease) profit after other
in foreign taxation and components in foreign taxation and components
exchangerate  retained profits of equity exchange rate retained profits of equity
A7kt BETT BETT =5 BETT BETT
% HKS'000 HKS'000 % HKS'000 HK$'000
by -] The Group
ARE Renminbi 5 41,830 38,506 5 29,780 22,626
(5) (41,830) (38,506) (5) (29,780) (22,626)
b The Company
ARE Renminbi 5 40,718 38,506 5 28,736 22,626
(5) (40,718) (38,506) (5) (28,736) (22,626)

FRBEREINIBRREZTZEHENE
BEBELERERERBEFTELREE
RARRRHAENESH TR ZIMNERR -

mATA E & (RN X ) B #ER T

The sensitivity analysis above has been determined
assuming that the change in foreign exchange rate
had occurred and had been applied to re-measure
those financial instruments held by the Group and the
Company which expose to foreign exchange risk at the
reporting date, and that all other variables, in particular
interest rate, remained constant.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(b) Market risk (Continued)
(i) Foreign exchange risk (Continued)

The stated change represents management’s assessment
of reasonably possible changes in foreign exchange
rate over the period until the next reporting date. In this
respect, it is assumed that the pegged rate between the
Hong Kong Dollars and the United States Dollars would
be materially unaffected by any changes in movement
in value of the United States Dollars against other
currencies. Results of the analysis as presented in the
above table represent an aggregation of the effects on
profit after taxation and equity of each of the Group's
entities measured in the respective functional currencies,
translated into Hong Kong Dollars at the exchange rate
ruling at the reporting date for presentation purposes.
The analysis is performed on the same basis for 2013.

The Group is also exposed to foreign exchange rate risk
from its investments in investees which are in Renminbi.

(ii)  Price risk

The Group is exposed to equity price risk on investments
held by the Group classified in the consolidated
statement of financial position as available-for-sale
financial assets or as financial assets at fair value through
profit or loss.

The Group’s equity investments held for trading are listed
on the Stock Exchange. Decisions to buy or sell trading
securities are based on the performance of individual
securities compared to that of the index and the Group’s
liquidity needs. Investments held in the available-for-
sale portfolio comprise equity investments listed on
the Shanghai Stock Exchange and unlisted open-ended
funds established in Mainland China. The listed equity
investments have been chosen based on their long
term growth potential and are monitored regularly for
performance against expectations. Decision to acquire
and dispose of unlisted open-ended funds are based on
the performance against expectations and the Group’s
liquidity needs.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(b) Market risk (Continued)
(i) Price risk (Continued)

The following table indicates the approximate change
in the Group’s and the Company’s profit after taxation
(and retained profits) and other components of equity in
response to reasonably possible changes in the relevant
stock market index for listed investments to which the
Group and the Company have significant exposure at the
reporting date:

2014 2013
RHEREZE  HREEEIR HEREM RaERE HRHERENR HERER
L/ (TH)  REEANE BRBINYE H/ (T8  RERIHZE  Axdonye
Increase / Effecton Effect Increase / Effect on Effect
(decrease) profit after on other (decrease) profit after on other
in the relevant taxation and components in the relevant taxation and components
risk variance  retained profits of equity risk variance retained profits of equity
A7kt BETT BETT =5 BETT BETT
% HKS'000 HKS'000 % HKS'000 HK$'000
KEE The Group
Em#&2z  Stockmarketindex
1ERT  inrespectof listed
8 investments
E45EE HangSengIndex 5 363 - 5 367 =
(5) (363) = (3) (367) =
B4 Shanghai Composite
Index 5 - 38,463 5 - 22402
(5) - (38,463) (5) - (22402
NG| The Company
Em#&2z  Stockmarketindex
1ERT  inrespectof listed
b1 investments
E45EE HangSengIndex 5 17 - 5 1 =
(3) (17) = (3) (1) =
B4 Shanghai Composite
Index 5 - 38,463 5 - 22402
(5) - (38,463) (5) - (22402
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(b) Market risk (Continued)
(i) Price risk (Continued)

The sensitivity analysis has been determined assuming
that the reasonably possible changes in the stock
market index had occurred and had been applied to the
exposure to equity price risk in existence at the reporting
date. It is also assumed that the fair values of the Group's
and the Company’s equity investments would change
in accordance with the historical correlation with the
relevant stock market index, that none of the Group’s and
the Company’s available-for-sale investments would be
considered impaired as a result of a reasonably possible
decrease in the relevant stock market index, and that all
other variables remained constant. The stated changes
represent management’s assessment of reasonably
possible changes in the relevant stock market index over
the period until the next reporting date. The analysis is
performed on the same basis for 2013.

(iii) Cash flow and fair value interest rate risks

Fair value interest rate risk is the risk that the value of a
financial instrument will fluctuate because of changes in
market interest rates. Cash flow interest rate risk is the
risk that future cash flows of a financial instrument will
fluctuate because of changes in market interest rates.

The Group’s interest bearing assets and liabilities
mainly comprise bank deposits and bank borrowings
bore in floating rates which expose the Group to cash
flow interest rate risk. The Group manages these risks
primarily through maintaining the maturity profile of
these assets and liabilities within a short period and
monitoring the market interest rate movements so that
the Group can react accordingly when there are adverse
interest rate movements.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)

(b) Market risk (Continued)

(iii) Cash flow and fair value interest rate risks (Continued)

The following table details the interest rate profile of
the Group’s and the Company’s net borrowings at the
reporting date. For this purpose the Group defines “net
borrowings” as being interest-bearing financial liabilities
less interest-bearing investments (excluding cash held
for short-term working capital purposes):

2014 2013
BERFI= REE BRF= REE
Effective Carrying Effective Carrying
interest rate amount interest rate amount
E BEFT [E BT
% HK$’000 % HKS’000
r5E The Group
FE)F& Variable rate
BILRITER HK Dollars bank borrowings 2.0-3.1 579,097 20-22 200,000
W B Less: Renminbi bank
AREER deposits pledged 3.1-3.6 (404,887) 3.15-36 (219,051)
174,210 (19,051)
¥ /N The Company
FE)FIR Variable rate
BILRITER HK Dollars bank borrowings 2.0-3.1 579,097 20-22 200,000
B B Less: Renminbi bank
AREER deposits pledged 3.1-3.6 (404,887) 3.15-36 (219,051)
174,210 (19,051)
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(b) Market risk (Continued)
(iii) Cash flow and fair value interest rate risks (Continued)

At 31 December 2014, it is estimated that a general
increase or decrease of 100 basis points in interest
rates of variable rate bank borrowings, with all other
variables held constant, would decrease or increase the
Group’s and the Company’s profit after taxation and
retained profits by approximately HK$3 million (2013:
approximately HK$0.81 million).

The sensitivity analysis above has been determined
assuming that the changes in interest rates had occurred
and had been applied to the exposure to interest rate risk
for financial instruments with variable interest rate held
by the Group and the Company at the reporting date.
The 100 basis points increase or decrease represents
management’s assessment of a reasonably possible
change in interest rates over the period until the next
reporting date. The analysis is performed on the same
basis for 2013.

(¢) Credit risk

The Group is exposed to credit risk, which is the risk that a
customer or counter-party will be unable to or unwilling
to fulfill its repayment obligations for amounts due to the
Group. The Group's credit risk is primarily attributable to
loans to customers and loan receivable, insurance related
receivables and other receivables.

The Group’s exposure to credit risk is influenced mainly
by the individual characteristics of each customer.

Derivative financial instruments are transacted with
counter-parties of sound credit standing, the Group does
not expect any investment counterparty to fail to meet its
obligations given their high credit standing.

In respect of the insurance related receivables and other
receivables, the Group limits its exposure to credit risk by
screening the counterparties, on-going monitoring and
acquiring collateral from counterparties.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(¢) Credit risk (Continued)

Those receivables are required to meet the Group’s
established financial requirements and the Group
will obtain third party guarantees when it considered
necessary.

In order to mitigate the Group’s exposure to credit risks
and counter-party risks from loans to customers, the
Group has set out its objectives, credit policies, processes
for monitoring and managing those risks as well as the
detailed policies and procedures for credit approval
process.

By the nature of the micro credit business, the Group has
set up three layers of Credit Committees for the approval
of loans with different authorisation limits. Business
Department is responsible for the daily monitor and
management of loans portfolio with reference to the
various criteria such as the operating results, financial
health and creditworthiness of the clients, guarantee
provided, type and amount of collateral pledged, and
risk concentration of the clients as well as the regular
site visit according to the credit policies. The Risk
Control Department is responsible for monitoring and
evaluating the credit risks of clients, the registration of
the guarantee and collaterals provided by clients as well
as the irregular site visit and debts collection for the
disputed loans. The Internal Audit Department of the
Group is responsible for the internal review of the loans
approval process and the efficiency of the credit control
policies and procedures.

The Group measured and managed the quality of its loan
portfolios based on the guideline for Loan Credit Risk
Classification issued by the China Banking Regulatory
Commission (the “CBRC”), which requires to classify
loans into the following five categories: pass, special
mention, substandard, doubtful and loss, among which
loans classified as substandard, doubtful and loss are
recognised as non-performing loans. In order to enhance
the accuracy level of its credit risk management, the
Group used a 8-tier risk classification criterion for loans to
customers. The Group carried out regular investigations
and one-by-one monitoring, reported overdue loans and
adjusted risk classification results in a timely manner,
so as to reflect asset quality objectively and set aside
provisions accurately.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(c¢) Credit risk (Continued)
The definitions of the five categories are set out below:

Pass: Borrowers can honour the terms of their loans.
There is no reason to doubt their ability to repay principal
and interest in full on a timely basis.

Special mention: Borrowers are currently able to service
their loans and interest, although repayment may be
adversely affected by specific factors.

Substandard: Borrowers’ ability to service their loans is
apparently in question and they cannot rely entirely on
normal business revenues to repay principal and interest.
Certain losses might be incurred even when collaterals or
guarantees are executed.

Doubtful: Borrowers cannot repay principal and interest
in full and significant losses will be incurred even when
collaterals or guarantees are executed.

Loss: Principal and interest of loans cannot be recovered
or only a small portion can be recovered after taking
all possible measures or resorting to necessary legal
procedures.

Loans to customers are considered impaired and
allowances are made if there is objective evidence
of impairment resulting in a measurable decrease in
estimated future cash flows from loans to customers.
The Group makes adequate and timely allowances for
impairment losses in accordance with prudent and
authentic principles. Allowances for impairment losses
on loans to customers consist of individually assessed
and collectively assessed allowance. At 31 December
2014, the Group’s impairment allowances, on loans to
customers were HK$38.68 million (2013: HK$0.84 million),
impairment allowances to total loans to customers ratio
was 12.43% (2013: 2%).

At 31 December 2014, bank balances were placed with
reputable financial institutions with diversification.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(¢) Credit risk (Continued)

The Group or the Company does not provide any
guarantees which would expose the Group or the
Company to credit risk.

The maximum exposure to credit risk at the end of
the financial year without taking into account of
any collateral held or other credit enhancement is
represented by the carrying amount of each financial
assets in the consolidated statement of financial position
after deducting any impairment allowance. A summary of

the maximum exposure is as follows:

2014 2013

BT T BT

HK$’000 HKS’000

At EsREE Available-for-sale financial assets 770,129 452,522

1R B FE U X Insurance receivable 10,644 10,372

BREEE Reinsurance assets 5,667 5,175

EEERNERER Loans to customers and loan receivable 272,604 158,955

H b U BR X Other debtors 8,068 11,254

g AN ) Dividend receivable from associates = 97,014
BRAVEEBERYR Financial assets at fair value through

NEmEE profit or loss 7,194 8,089

RENETER Cash and bank balances 1,353,943 909,360

2,428,249 1,652,741

FRAREBRRERFIEEFEREE
Rk 0 — FBUB I E D

MEERE23 ©

RIE R 21

Further quantitative disclosures in respect of the Group’s
exposure to credit risk arising from insurance receivable

and loans to customers are set out in Note 21 and Note 23

respectively.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(d) Liquidity risk

Liquidity risk is the risk that an entity will encounter
difficulty in raising funds to meet its cash flow needs
or commitments. Liquidity risk may result from either
inability to sell financial assets quickly at their fair value,
a counter-party failing on repayment of a contractual
obligation or an insurance liability falling due for
payment earlier than expected.

The Group’s policy is to regularly monitor its liquidity
requirements and its compliance with lending covenants,
to ensure that it maintains sufficient reserves of cash,
readily realisable marketable securities and adequate
committed lines of funding from major financial
institutions to meet its liquidity requirements in the short
and longer term.

Individual operating entities within the Group are
responsible for their own cash management, including
the short-term investment of cash surpluses and the
raising of loans to cover expected cash demands.

The forward foreign exchange contracts held as cash
flow hedging instruments by the Group with an outflow
amount of approximately HK$337.03 million and inflow
amount of approximately RMB264.97 million (equivalent
to approximately HK$339.43 million) respectively based
on the contractual undiscounted cash flow outstanding
at 31 December 2013 had been fully utilised by the Group
during the year.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)
(d) Liquidity risk (Continued)

The following table details the remaining contractual
maturity value at the reporting date of the Group’s and
the Company’s reinsurance assets and financial liabilities
which are based on contractual undiscounted cash
flows (including interest payments computed using

//\
fﬁ%&ﬁiﬁ FEZ XF BEFFE - contractual rates or, if floating, based on rates current at
the reporting date) and the earliest date the Group and
the Company can be required to pay:
2014 013
i £%7
AHRATE F1ER Erzyid E0ER
BLisE  E-%a (% BENgE i (85
Totll  FEEX  EERF) Tt AEEX BERE)
BAE  contractual  Withinone  Inthe second SAE  contactual  Withinone  Inthe second
Carrying  undiscounted yearor  tofifth year Camying  undiscounted yearor — tofifth year
amount cashflow  ondemand inclusive amount cashflow — ondemand inclusive
tn Bt P B | Rt BFTr AR BET
HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HKS 000 HKS 000 HKS 000
K58 The Group
e Rssets
ERRER Reinsurance assets 5,667 5,667 2,265 3,402 5175 5175 3078 2097
Bf Liabilities
fREah Insurance contracts 72,186 72,186 uay a0 61803 61803 39907 218%
RBER Insurance payable 6,059 6,059 6,059 - 4,709 4709 4709 -
HWH%MEH% i Other creditors and accruals 29411 2411 29411 - 24858 2858 24858 s
#7ET Bank borrowings 579,097 580,881 580,881 - 200000 200268 200268 -
686,753 688,537 660,830 2,107 291370 291,638 269,762 21,8%
A7 The Company
BE Liabilities
A ENSRRETER Other creditors and accruals 18,049 18,049 18,049 - 18,241 18241 18241 -
$78% Bank borrowings 579,097 580,881 580,881 - 200000 200268 20068 -
59946 598930 598930 S omw msy o asss :
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4 PRBa R s R B e B (4 4 INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 FRBg B oS R R R (4 4.1 Insurance and financial risk factors (Continued)
(d) B E & ER () (d) Liquidity risk (Continued)
BEERBEMHNTEHRHERBHCRE The maturity analysis of bank borrowings at the reporting
BAEMZREREZBETINTE) RER date based on the scheduled repayment dates set out
BRIRITEREBESITUOT - RER in the loan facilities before consideration of the effect
A& ERACEUEEREEMHIKRE of any repayment on demand clause is detailed as
SKIE@E G o below. Subsequent to the reporting date, the lender had

cancelled the repayment on demand clause contained in
the loan facility.

2014 2013

47 £o67

AHRTE ETER EXvied FHEA

BEiEE  E- (f Feigg  FH (8F

Tt FFEX  EERE) Todl  GEEX  EERE)

BEE  contractual  Withinone Inthe second EAE  contractual  Withinone  Inthe second

Carrying  undiscounted yearor  tofifth year Camying  undiscounted yearor — tofifth year

amount cashflow  ondemand inclusive amount cashflow — ondemand inclusive

Bt AT BEfn BRfn | BT Bk BEET BET

HK$'000 HKs'000 HK$'000 HKs'000 HKS 000 HKS'000 HK$'000 HKS'000
158 The Group

ey Bank borrowings 579,097 592,135 436,351 155,784 200,000 200268 20,288 -
A28 The Company

OLEN Bank borrowings 579,097 592,135 436,351 155,784 200,000 200,288 200,268 -
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)

(e) Financial risk management of associated
financial institution

The financial risks exposure and management objectives
and policies of the Group’s associated financial
institutions, XIB Group, are summarised as below:

(i) Overview

The activities of XIB Group expose it to a variety of
financial risks including credit risk, liquidity risk and
market risk (including foreign exchange risk, price risk
and interest rate risk). XIB Group continuously identifies,
evaluates and monitors these risks. XIB Group's aim is to
achieve an appropriate balance between risk and return
and minimise potential adverse effects on its financial
performance.

The Board of Directors of XIB Group (“XIB Board”)
provides strategy for overall risk management. Its senior
management establishes related risk management
policies and procedures under the strategy approved
by the XIB Board, including written policies covering
specific areas, such as foreign exchange risk, interest rate
risk, credit risk, use of derivative financial instruments
and non-derivative financial instruments. Those risk
management policies and procedures are implemented
by various departments after XIB Board’s approval. In
addition, its internal audit department is responsible for
the independent review of risk management and control
environment.

(i) Credit risk

Credit risk is one of the main risks that XIB Group faces
in its operations which arises primarily from loans
and advances, investment portfolios, trade finance,
guarantees and other payment acceptance.

The credit approval policies and procedures of XIB Group
are standardised. Credit rating, credit measurement,
economic capital, various post-lending management,
indicator control, collective assessment, risk warning and
risk reporting are measures for managing credit risks.



—ZE—MEFH Annual Report 2014

AR a R AL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

R B e S5 J g 7 B ()

4.1 PR L S s Ja e A % (4

(e) Whkes <bx Rl B M 1) B 65 el g A 3L
(#44)

(iii) TEE VSR B

REERR R E R EE T ERER G
ﬁﬁf‘tﬁ’]é‘i?ﬂ? LA B 17 ;R B I
1 RIBHEENTE  RANENETFRE

E’in&ﬂﬂf%ﬁﬁ’]&ﬁ&%’\mﬂﬁw °

EREEEAT —RIRDIEEZ KT
13%[] EFTI/\//IL@J ‘Eﬂ E\E&E%‘ﬁ%g‘ %Z
Tr?Eljfm

(iv) T5E R

EREBAZEAR SRS RRITRPHE
ME - ER REERLREREREL
SRR - RPRFPEBREAUARS R
BHRERSREZXZKRF M ISARM
FENAUNERR NS T AKAER
BBt o RITIRPBEKRX RPN
MIA(BREREEERRNSRESEE
TR ITAMEKNERERP)

EREBBAMZEL T BREEERRE - B
TRE  ERREEANRBLBSE
RABRETSRROER - BB RE
) o 2 R 5 [ E B i B UK E D AT 2K RT
HEZ S IRP FIRITIRS FAS B A =K
KINERR °

\\~D

— SMNEER

Eﬁi%ﬁ%ﬁﬁ%i‘%%/\ﬁﬁgiﬁ% i
SN B INEEZETS - Bt - EXRIRER®
}*fiﬁIE’JHﬁ“Hk/R&fEé/nLEHE'J%
2o EIREBEBBITEHINE O FEEE
ITHMNERBRAEIE -

INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)

(e) Financial risk management of associated
financial institution (Continued)

(iii) Liquidity risk

Liquidity risk is the risk that XIB Group is to ensure the
availability of adequate funding to meet its needs to fund
deposit withdrawals and other liabilities as they fall due,
as well as being able to meet its obligations to fund loan
originations and commitments and to take advantage of
new investment opportunities.

XIB Group has set up a series of liquidity indices to assess
and monitor its liquidity risk and reviewed such indices
on a timely basis.

(iv) Market risk

XIB Group’s market risk arises from open positions in
the trading book and banking book in interest rate,
foreign exchange rate, equities and commodities. The
trading book consists of financial instruments and
commodities that are free of any restrictive covenants
on their tradability and held with trading intent, and in
order to or for the purpose of hedging market risk of
the trading book. The banking book consists of financial
instruments not included in the trading book (including
those financial instruments purchased with surplus funds
and managed in the investment book).

XIB Group has established a structural system of limit
controls including regulatory limits, position limits and
risk limits to identify, monitor and control market risk. XIB
Group performs sensitivity analysis on a regular basis to
assess the interest rate risk and foreign exchange risk of
its trading book and banking book.

—  Foreign exchange risk

XIB Group conducts the majority of its business in
Renminbi, with other transactions in foreign currencies,
therefore XIB Group is exposed to the fluctuations in the
prevailing foreign exchange rates on its financial position
and cash flows. XIB Group manages its exposures to
foreign exchange risk through management of its net
foreign currency position.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.1 Insurance and financial risk factors (Continued)

(e) Financial risk management of associated
financial institution (Continued)

(iv) Market risk (Continued)
— Interest rate risk

Interest rate risk is the risk that XIB Group’s assets,
revenue and economic value would suffer losses or
have the risk of contingent losses due to fluctuations of
interest rates and changes of interest rates structure. The
re-pricing risk, the primary and most common interest
rate risk, arises from the difference between maturity
terms (for fixed interest rates) or between the re-pricing
terms (for floating interest rates) of XIB Group’s assets,
liabilities and off balance sheet commitments. Cash flow
interest rate risk is the risk that the future cash flows of a
financial instrument will fluctuate because of changes in
market interest rates.

XIB Group mainly manages its exposures to the interest
rate risk arising from fluctuations in the prevailing market
interest rates on re-pricing, fair value and cash flows. XIB
Group’s business in Mainland China operates under the
interest rate scheme regulated by the People’s Bank of
China. XIB Group controls its interest rate risk primarily
through controlling the distribution of the maturity date
or re-pricing date of loans and deposits and the asset-
liability re-pricing gap.

(v) Capital management

XIB Group’s objectives when managing capital are:
(i) to comply with the capital requirements set by the
regulators of the markets where the entities within XIB
Group operate; (ii) to safeguard the ability to continue as
a going concern so that it can continue to provide returns
for equity holders and benefits for other stakeholders;
and (iii) to maintain a strong capital base to support the
development of its business.

Capital adequacy and regulatory capital are monitored
by XIB Group’s management, employing techniques
based on the guidelines developed by the CBRC, for
supervisory purposes.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.2 Capital risk management

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

Consistent with others in the industry, the Group
monitors capital on the basis of the gearing ratio. This
ratio is calculated as total borrowings and advances
divided by total net assets. For this purpose the Group
defines total borrowings and advances as total bank
borrowings and short-term advances (if any) as shown
in the consolidated statement of financial position. Total
net assets comprise all components of equity attributable
to equity holders of the Company as shown in the
consolidated statement of financial position.

During 2014, the Group's strategy, which was unchanged
from 2013, was to maintain the gearing ratio within 25%.
In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to equity
holders of the Company, issue new shares, raise new debt
financing or sell assets to reduce debt.

The gearing ratio of the Group at 31 December 2014 and
2013 were as follows:

2014 2013

EBETF T BT

HK$’000 HKS’000

wmEE Total borrowings and advances 579,097 200,000
BEEFE Total net assets 4,816,009 3,935,732
EXGELR Gearing ratio 12.0% 5.1%

EARBELR FAFERE2014F12 731
AHAREERITEZIEIESE - LM
RERRIRFTARITEREEIZET
(FEFE28)FTBL ©

The increase in the gearing ratio resulted primarily
from the net increase in bank loans outstanding at
31 December 2014 due to the drawdown of new bank
loans of HK$380 million during the year (Note 28).
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.2 Capital risk management (Continued)

Pursuant to the capital requirements imposed by
the Office of the Commissioner of Insurance in Hong
Kong, a subsidiary of the Company, MXIC, should
maintain at least HK$20 million in its adjusted net assets
calculated according to the requirements set out in the
Insurance Companies Ordinance. In order to fulfill these
requirements, MXIC may adjust the dividend paid to the
Company or issue new shares to the Company. If MXIC
cannot maintain the capital requirements imposed, the
Commissioner of Insurance may place restrictions on the
operations of MXIC.

4.3 Fair value of financial instruments
(a) Financial instruments carried at fair value

Fair value estimates are generally subjective in nature,
and are made as of a specific point in time based on the
characteristics of the financial instruments and relevant
market information. The Group measures fair values
using the following hierarchy of methods:

— Level 1: fair value measured using only unadjusted
quoted prices in active markets for identical
instruments at the measurement date.

— Level 2: fair value measured using inputs other
than quoted prices included within Level 1 that are
observable either directly (i.e., as prices) or indirectly
(i.e., derived from prices). This category includes
instruments valued using: quoted market prices in
active markets for similar instruments, quoted prices
for identical or similar instruments in markets that
are considered less than active; or other valuation
techniques where all significant inputs are directly
or indirectly observable from market data.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.3 Fair value of financial instruments (Continued)

(a) Financial instruments carried at fair value
(Continued)

— Level 3: fair value measured using inputs that are
not based on observable market data (unobservable
inputs). This category includes all instruments
where the valuation technique includes inputs not
based on observable data and the unobservable
inputs have a significant effect on the instrument’s
valuation. This category includes instruments
that are valued based on quoted prices for similar
instruments where significant unobservable
adjustments or assumptions are required to reflect
differences between the instruments.

The fair value of financial instruments traded in active
markets (such as held for trading and available-for-sale
equity securities) is based on quoted market prices at
the reporting date. The quoted market price used for
financial assets held by the Group and the Company is
the current bid price. These financial instruments are
included in Level 1 of the fair value hierarchy.

The fair value of unlisted open-ended funds traded in
active markets is based on the net asset value of the
funds published by the fund management companies at
each trading date. The Group adopted the unadjusted
net asset value of the funds as their fair value at the
reporting date and these financial instruments are
included in Level 1 of the fair value hierarchy.

The fair value of forward foreign exchange contracts held
by the Group are based on the quoted prices provided
by the issuer as at the reporting date. These financial
instruments are included in Level 2 of the fair value
hierarchy.

During the year there was no transfer of financial
instruments between Level 1 and Level 2 of the fair value
hierarchy. The Group’s policy is to recognise transfers
between levels of fair value hierarchy at the end of the
reporting period in which they occur.
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.3 Fair value of financial instruments (Continued)

(a) Financial instruments carried at fair value
(Continued)

The following table presents the carrying value of
financial instruments held by the Group and the
Company at the reporting date measured at fair value
across the three levels of the fair value hierarchy, with
the fair value of each financial instrument categorised
in its entirety based on the lowest level of input that is
significant to that fair value measurement:

BEMMWATESE  Recurring fair value measurement

K5 The Group

g Assets

AEHESRIEBE  Available-for-sale financial assets

FEEEM LM Listed equity securities held
g% for trading

REREE R E Forward foreign exchange contracts

VNN The Company

gE Assets

AEHELREE  Available-for-sale financial assets

FIEEEM LT Listed equity securities held
RiEE % for trading

2014 2013
E-%f FE-E4f am F-%0 E-%R B
Level 1 Level 2 Total Level 1 Level 2 Total
BETT BEFT BETT | AT BETT EETT
HK$’'000  HKS'000  HK$'000 HK$'000 HK$'000 HK$'000
770,129 - 770,129 452,522 - 452,522
7,194 - 7,194 7474 - 7,474
- - - - 615 615
777,323 - 777,323 459,996 615 460,611
770,129 - 770,129 452,522 - 452,522
348 - 348 227 - 227
770,477 - 770,477 452,749 - 452,749
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (Continued)

4.3 Fair value of financial instruments (Continued)

(b) Fair value of financial instruments carried at
other than fair value

The carrying value of trade receivables less impairment
losses (if any) and trade payables are assumed to
approximate their fair value. The fair value of financial
liabilities is estimated by discounting the future
contractual cash flows at the current market interest
rate that is available to the Group for similar financial
instruments.

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

In the Directors’ opinion, the fair values of financial assets
and financial liabilities of the Group approximate their
carrying values at the reporting date.
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TURNOVER AND SEGMENTAL
INFORMATION

AENAENEBHEBIRANT :

The amount of each significant category of revenue
recognised during the year is as follows:

2014 2013
BT T B F T
HKS’000 HKS’000
= 2 Turnover
FREWA Gross insurance premiums 52,741 50,536
ERPEHFBUWA Interest income from loans to customers 48,468 422
YIS HE WA Proceeds from sale of properties = 8,427
KEMFEHSIWA Rental income from investment properties 10,188 9,423
AL ESREE Dividend income from available-for-sale
R EMA financial assets 33,227 18,560
144,624 87,368
KmEREEH Movement in unearned insurance premiums (2,969) (2,204)
BRESHEBR Reinsurance premiums ceded and
B A FEAL R ER reinsurers’ share of movement in
REZH unearned insurance premiums (6,391) (5,724)
Ha A Other revenues
EES Management fees 120 120
RITFEZAEUA Interest income from bank deposits 24,005 9,534
FEUE A B UL A Interest income from loan receivable 9,247 7,837
FEE RN EmRE Dividend income from listed equity
B B securities held for trading 214 84
e [e] B 1 8415 BR Recovery of bad debts written off - 4,765
HAth Others 352 246
33,938 22,586
W ABEE Total revenues 169,202 102,026
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TURNOVER AND SEGMENTAL
INFORMATION (Continued)

The Group identifies its operating segments based on
the reports reviewed internally by the chief operating
decision-makers which include the Executive Board
Committee and General Manager that are used to
make strategic decisions, allocate resources and assess
performance.

The reports to the chief operating decision-makers are
analysed on the basis of business entities, investments
held and investees. For business entities and investments
held, operating performance evaluation and resources
allocation are based on individual business activities
operated and investments held by the Group. For
investees, operating performance evaluation is based on
individual investee of the Group.

The Group has the following reportable operating
segments:

— Financial service: this segment includes the Group’s
interest in XIB Group which conducts banking
business in Mainland China and Macao, and the
micro credit business in Mainland China.

— Insurance: this segment includes the Group’s
general insurance business in Hong Kong and
Macao.

— Property development and investment: this
segment includes the development and sale of
residential properties and leasing of high quality
office space in Mainland China.

— Strategic investment: this segment represents the
Group’s investment in A-Share of Huaneng Power
International, Inc. (“Huaneng”).

— Others: this segment includes results of operations
not directly identified under other reportable
segments and head office activities. Head office is
also considered to be a segment as discrete financial
information is available for the head office activities.
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TURNOVER AND SEGMENTAL
INFORMATION (Continued)

(a) Segment results, assets and liabilities

For the purposes of assessing segment performance and
allocating resources between segments, the Group'’s
chief operating decision-makers monitor the results,
assets and liabilities attributable to each reportable
segment on the following bases:

Revenues derived from customers, products and
services directly identifiable with individual segment
are reported directly under respective segments.
All direct costs incurred by different segments are
grouped under respective segments. Indirect costs
and support functions’ costs related to head office
activities that cannot be reasonably allocated to other
segments, products and services are grouped under
head office. Transactions between segments are priced
based on similar terms offered to or transacted with
external parties. Inter-segment income and expenses
are eliminated on consolidation. The measure used
for reporting segment profit is “profit for the year”, i.e.
profit after taxation of the business entities, net income
generated from investments held and share of results of
investees.

Segment assets include all tangible, intangible and
current assets held by the business entities, net book
value of investments held and share of net assets of and
loans to investees. Segment liabilities include insurance
liabilities, creditors and accruals, income tax payable
and deferred tax liabilities attributable to individual
segments and bank borrowings managed directly by the
segments or directly related to those segments. An asset
and a liability are grouped under same segment if the
liability is collateralised by the asset. Dividend payable to
equity holders of the Company is treated as unallocated
liabilities in reporting segment assets and liabilities.
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(a) IPELE - EE AR (HE) (a) Segment results, assets and liabilities (Continued)
HERRRRE AREE
SRER R Property development RHRE =4) Inter-segment ge
Financial services Insurance and investment Strategic investment Others elimination Consolidated
2014 013 2014 2013 2014 03 2014 013 2014 013 2014 013 2014 013
Vi W Vi ol Weiavll Wicod Wil Wi Weiavdl Wiira Wil Wiz B B |
HK$'000 HKS00 | HKS'000 HKS'000 | HKS'000 HKS000 J  HKS'000 HKS'000 | HKS'000 HKs 00 HK$'000 HKS000 §  HKS'000 HKS'000
BENABLEE  Yearended 31 December
] Turnover
BRRE External customers 48,468 n 56,22 54,087 6,657 14299 B 18560 - - - - | e 87,368
25 Inter-segments - - - - - - - - 3933 3787 (3933 (3787) - -
48,468 m | sem 54087 6,657 1499 | 3 18560 3933 3781 (3,933) (3787) | 144624 87,368
Movement in net uneared
insurance premiums and
reinsurance premiums
ceded - - (9,360) (7.928) - - - - - - - - (9,360) (7.928)
:010N Other revenues 9,464 173 1,745 1411 9,475 7993 - - 13,254 11451 - - 33,938 2,586
WASE Total revenues 57,932 2153 48,657 47510 16,132 029 B07 18,560 17,187 15,238 (3933) (3787) 169,202 102,026
Bt /(B8)  Other gains/(loss)

-5E - net 6,728 39,386 6,029 5151 1952 136383 - S (12,148) 13,594 - - 2,561 195120
gEhAEE Total operating income 64,660 41539 54,686 53307 18,084 158,675 307 18,560 5,039 2832 (3933) (3787 § 11,763 297,146
ZEERIEEE  Impaimentloss onloans

to customers (38,055) (839) - - - - - - - - - - (38,055) (835)
EERY Operating expenses (8,722) (1,685 @ (50,019) (49,449) (5,514) (11,3%) - - (27,388) (30757) 3,933 3787 (87,710) (89,500)
Operating profit/{loss) 17,883 39019 4,667 3878 12,570 147219 307 18,560 (22,349) (1.925) - - 45,998 206811
Finance costs (4,224) (789) - - - (2.808) - - (2,79 (1,081) - - (7,06) (4678)

Share of results of
ajoint venture - - - - - - - - - 5,35 - S = 5,356
Share of results of associates | 446,801 360,038 - - - - - - 5,419 6,887 - - | 452,220 § 366925
REAEA /() Profit{loss) before taxation 460,460 398,268 4,667 3878 12,570 144411 307 18,560 (19722) 9437 - - | 491,202 574414
fshRt Income tax expense (10755 | (6569 (259) mof e | Q) G ose | (157 (481) - - ez | s26)
REREH/(B)  Proftloss) for the year w9705 | 3969 | ados f 379 | ogse | ovmae | w9 | tere | e | s - - | g | sesx
HEkA Interest income 57,932 2153 1,326 1114 9,247 7868 - - 13215 6,658 - - 81,720 17793
KEENE Depreciation for the year 465 3 130 163 - 7 - - 748 653 - - 138 862
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5 EFEELWER (%) 5 TURNOVER AND SEGMENTAL
INFORMATION (Continued)
(a) RS B M AE () (a) Segment results, assets and liabilities (Continued)
VEEEEH
SREH BB Property development RHRE it ks
Financial services Insurance and investment Strategicinvestment Others Consolidated
2014 013 2014 2013 214 013 2014 013 2014 013 2014 013

BEfR ) ERTT| ERTr ) AETT)| ERFn | ARTn) ERFa| ARTr | BEfn) eRin| BRFr | ARTT
Hksooo | rsono | WRsooo | mksooo | HkSooo | nksooo | Hksooo | ksono | Hesooo | mesoo | HESooo | K0

M2A31A At31 December

ROFRAEAT  The Company and subsidiries sor268 | o633 | mars | ovssese | toaoa | o2s20 | 709 | esasn | w264 | diasse | 2632087 | 1839667
RARELT Investmentsn associates 2865697 | 236828 - - - - - e | coms | 205890 | 2468663
figg Totalassets 362965 | 3o | mars | issese | otoaom | w6200 | mnona9 | asasn | 1069457 | 399303 | smar | 4308330
RAFRAEAT  The Company and subsidiries was ) me | se0| a0 s | a9% - S ommee ] sosu ] ensss ) 3%
o Total labilites was ) o | se0| o wss | 49% - | oamgoe ] sosu ] enss ) 3m%

FEEARER  Capital expenditure ncured
during the year 598 1326 7 67 - - - - 487 705 1,112 209
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