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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK EXCHANGE OF HONG
KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate companies to which a higher investment risk
may be attached than other companies listed on The Stock Exchange. Prospective investors should be aware
of the potential risks of investing in such companies and should make the decision to invest only after due and
careful consideration. The greater risk profile and other characteristics of GEM mean that it is a market more
suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM may be
more susceptible to high market volatility than securities traded on the Main Board and no assurance is given
that there will be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange take no responsibility for the contents of this
report, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any
loss howsoever arising from or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of China E-Learning Group Limited (the “Company”) collectively
and individually accept full responsibility, includes particulars given in compliance with the Rules Governing the Listing
of Securities on GEM of the Stock Exchange for the purpose of giving information with regard to the Company. The
Directors, having made all reasonable enquiries, confirm that to the best of their knowledge and belief the information
contained in this report is accurate and complete in all material respects and not misleading or deceptive, and there are
no other matters the omission of which would make any statement herein or this report misleading.
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BEEWILE 7

FINANCIAL REVIEW

For the year ended 31 December 2015, the Group recorded
revenue of approximately HK$45,701,000 (2014: HK$47,474,000)
representing tuition fee revenue and sales of educational products.
Gross profit for the year under review was approximately
HK$17,613,000 (2014: HK$19,794,000), representing a gross
profit margin of 38.5% for the year under review.

During the year, cost of goods sold and services provided
amounted to approximately HK$28,088,000 (2014:
HK$27,680,000) representing the overheads incurred in the
distance learning courses.

Other income for the year under review was approximately
HK$310,000 (2014: HK$3,839,000) representing the dividend
income on financial assets at fair value through profit or loss of
approximately HK$216,000 (2014: Nil), an interest income of
approximately HK$74,000 (2014: HK$1,929,000) and a sundry
income of approximately HK$20,000 (2014: HK$1,891,000).

Administrative expenses for the year under review were
approximately HK$45,310,000 (2014: HK$33,143,000), of which
staff related costs were approximately HK$20,942,000 (2014:
HK$12,406,000). Legal and professional fees were approximately
HK$4,953,000 (2014: HK$7,229,000) representing the costs of
conducting due diligences and obtaining financial advices with
ongoing projects.

Other expenses for the year under review were approximately
HK$5,170,000 (2014: HK$251,000), representing a charitable
donation of approximately HK$246,000 (2014: HK$251,000), a
net realised losses on financial assets at fair value through profit
or loss of approximately HK$4,122,000 (2014: Nil) and a net
unrealised losses on financial assets at fair value through profit or
loss of approximately HK$802,000 (2014: Nil).

Finance costs during the year were approximately HK$630,000
(2014: HK$10,292,000).
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Capital structure, liquidity and financial
resources

The Group financed its business operations mainly by cash
revenue generated internally from operating activities and
additional funds from exercise of share options. As at 31
December 2015, the Group has current assets of approximately
HK$221,691,000 (2014: HK$359,798,000), including
bank balances and cash of approximately HK$64,061,000
(2014: HK$187,412,000). Total non-current assets of the
Group amounted to approximately HK$5,500,000 (2014:
HK$7,090,000), representing property, plant and equipment.
Total assets of the Group amounted to approximately
HK$227,191,000 (2014: HK$366,888,000) as at 31 December
2015.

As at 31 December 2015, the Group did not have any
outstanding bank borrowing. Total current liabilities of the Group
were approximately HK$49,483,000 (2014: HK$54,001,000),
which mainly comprised trade and other payables, convertible
notes and the related financial derivatives. Total liabilities
of the Group were approximately HK$49,483,000 (2014:
HK$54,001,000). As at 31 December 2015, the Group had net
assets of HK$177,708,000 (2014: HK$312,887,000).

Gearing ratio

Gearing ratio of the Group, as expressed as the ratio of total
liabilities to total assets, was approximately 0.22 as at 31
December 2015 (2014 0.15).

Share Capital

As at 1 January 2015, the authorised share capital of the
Company was HK$5,000,000,000 divided into 50,000,000,000
shares of HK$0.10 each and the issued share capital of the
Company was approximately HK$321,427,119 divided into
3,214,271,196 shares of HK$0.10 each.
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During the year, 12,000,000 shares were issued upon exercise of
shares options.

During the year, the Company repurchased a total of 281,168,000
ordinary shares of the Company at an aggregate consideration
of approximately HK$111,113,000 (excluding expenses) on the
Stock Exchange. A total of 281,168,000 repurchased ordinary
shares were cancelled during the period under review.

As at 31 December 2015, the authorised share capital of the
Company was HK$5,000,000,000 divided into 50,000,000,000
shares of HK$0.10 each and the issued share capital of the
Company was approximately HK$294,510,319 divided into
2,945,103,196 shares of HK$0.10 each

Convertible Notes 2011

The Group had reached several agreements with the holders
of the Convertible Notes 2008 which became mature on 28
February 2011, and issued a promissory note for approximately
HK$50 million for a settlement. In order to be able to raise
sufficient fund for the settlement, the Group issued two tranches
of convertible notes (“Convertible Notes 2011 A”) on 9 May 2011
and (“Convertible Notes 2011 B”) on 11 May 2011.

The aggregate principal of Convertible Notes 2011 A amounted
to HK$89,999,934, bearing an interest of 1% per annum,
maturing in 36 months from the date of issue, and convertible
into ordinary shares at conversion price of HK$0.50 per share,
subject to adjustments.

The aggregate principal of Convertible Notes 2011 B amounted
to HK$36,200,000, bearing an interest of 1% per annum,
maturing in 6 months from the date of issue, and convertible
into ordinary shares at conversion price of HK$0.50 per share,
subject to adjustments. On 11 November 2011, the maturity
date was successfully postponed for another 6 months to 11
May 2012. Upon maturity, the principal amount together with the
interests due were fully settled by a promissory note.
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On 9 May 2014, the Company and the Subscribers entered into
the Subscription Agreements pursuant to which the Subscribers
have agreed to subscribe for, and the Company has agreed to
issue, the Convertible Notes (CN2016-1 to CN2016-5) in the
aggregate principal amount of HK$42,399,932, such that the
subscription moneys payable in connection with the Subscription
of such Convertible Notes would be set-off against the moneys
payable by the Company for redeeming the CN2011A in
accordance with the Payment Arrangement Deed and against
the Indebtedness owing by the Company to the Existing P-note
Holders at Completion.

The Convertible Notes 2011 A were fully set-off by the issuance
of Convertible Notes (CN2016-3, CN2016-4 and CN2016-5) on
6 June 2014.

On 12 June 2014, the conversion rights attaching to the
CN2016-1, CN2016-2 and CN2016-3 have been exercised in full
and hence 231,076,922 shares have been issued.

On 13 June 2014, the conversion rights attaching to the
CN2016-4 and CN2016-5 have been exercised in full and
hence 95,076,399 shares have been issued. Hence, Convertible
Notes 2016 (CN2016-1, CN2016-2, CN2016-3, CN2016-4 and
CN2016-5) were fully converted.

On 21 July 2011, the Group entered into a subscription
agreement with a group of independent subscribers for the
issuance of some convertible notes in the aggregate principal
amount of HK$42,000,000, bearing an interest rate of 3%
per annum, maturing in 12 months from the date of issue,
and convertible into ordinary shares at conversion price of
HK$0.50 per share, subject to adjustments. Subsequently, the
Group issued two tranches of convertible notes (“Convertible
Notes 2011 C”) on 25 August 2011 for the principal amount
of HK$19,500,000 and (“Convertible Notes 2011 D”) on 14
September 2011 for the principal amount of HK$22,500,000. Of
which, tranche C was fully converted in 2011. On 10 September
2012, the maturity date of the tranche D was postponed for
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another 6 months to 7 March 2013. On 7 March 2013, the
maturity date of the tranche D was further postponed for 12
months to 6 March 2014. As at 1 January 2014, the outstanding
principal amount of the Convertible Notes 2011 D was
HK$12,800,000.

On 6 March 2014, the Company has redeemed one of
the Convertible Notes 2011 D with the principal amount of
HK$10,000,000 in accordance with notice from the holder. The
Company is contacting the holder of the Convertible Notes 2011
D with the principal amount of HK$2,800,000 in order to settle
the convertible notes. As at 31 December 2015, the Company
has not received any reply or notice from the holder and the
Company has the funds available for settlement.

Convertible Notes 2012

Pursuant to the acquisition of 100% interest in Everjoy
Technology Development Corporation, the Company issued
convertible notes (“ETCN”) as partial settlement of the acquisition
consideration on 20 December 2012. The aggregate principal
of ETCN amounted to HK$9,611,906, bearing an interest of 1%
per annum, maturing in 36 months from the date of issue, and
convertible into ordinary shares at conversion price of HK$0.50
per share, subject to adjustments.

On 24 April 2014, the conversion rights attaching to ETCN in the
principal amount of HK$7,611,906 have been exercised in full
and hence 15,223,812 shares have been issued.

Pursuant to the acquisition of 100% interest in Everjoy
International Media Corporation, the Company issued
convertible notes (“EICN”) as partial settlement of the acquisition
consideration on 20 December 2012. The aggregate principal of
EICN amounted to HK$58,235,956, bearing an interest of 1%
per annum, maturing in 36 months from the date of issue, and
convertible into ordinary shares at conversion price of HK$0.50
per share, subject to adjustments.
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On 15 August 2014 (after trading hours), the Company and
the note holders of ETCN and EICN entered into the Deeds
of Amendment, pursuant to which the Company and the note
holders of ETCN and EICN agreed to amend certain terms and
conditions of the Convertible Notes. Pursuant to the Deeds of
Amendment, (i) the Conversion Price of ETCN and EICN will be
reduced from HK$0.50 per Share to HK$0.35 per Share; and
(i) the interest rate of ETCN and EICN will be reduced from 1%
per annum to zero. Save as amended pursuant to the Deeds
of Amendment, all other terms of ETCN and EICN shall remain
unchanged and valid.

Furthermore, the Company and each of the note holders of ETCN
and EICN entered into a supplemental deed to amend certain
terms of the Deeds of Amendment on 16 September 2014.

Assuming the conversion rights attaching to ETCN and EICN are
exercised in full at the Conversion Price of HK$0.35, pursuant to
ETCN and EICN,172,102,729 conversion shares will be issued
by the Company upon exercise of the conversion rights attaching
to ETCN and EICN in full.

On 25 September 2014, an ordinary resolution regarding the
proposed Amendment of Terms and the Deeds of Amendment
and the transactions contemplated thereunder was proposed to
the Company’s extraordinary general meeting to be held on 15
October 2014 for independent shareholders’ approval by way of
poll.

On 15 October 2014, the resolution in relation to the proposed
amendment to the terms and conditions of ETCN and EICN was
duly passed by the independent shareholders by way of poll at
the Company’s extraordinary general meeting.

On 27 October 2014, the Stock Exchange granted its approval
for the Amendment of Terms and the listing of the conversion
shares to be issued as a result of the exercise of the conversion
rights attaching to ETCN and EICN as amended by the Deeds
of Amendment and therefore all the conditions precedent for the
Amendment of Terms under the Deeds of Amendment have been
fulfiled and the Amendment of Terms has become effective on
27 October 2014.
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On 30 October 2014, the conversion rights attaching to ETCN in
the principal amount of HK$2,000,000 have been exercised and
hence 5,714,285 shares have been issued. Hence ETCN were
fully converted.

On 30 October 2014, the conversion rights attaching to EICN in
the principal amount of HK$35,000,000 have been exercised and
hence 99,999,999 shares have been issued. On 16 December
2014, the conversion rights attaching to EICN in the principal
amount of HK$13,235,956 have been exercised and hence
37,817,017 shares have been issued.

As at 1 January 2016, the aggregate outstanding principal
amount of EICN was HK$10,000,000. The exercise in full of the
vested conversion rights would result in the issue and allotment
of 28,571,428 new shares of the Company.

On 18 December 2015 (after trading hours), the Company
entered into the Subscription Agreement with Ms. Li Jing,
pursuant to the Subscription Agreement, the Company has
agreed to issue, and Ms. Li Jing has agreed to subscribe for
the Convertible Notes with an aggregate principal amount of
HK$10,000,000 for a total consideration of HK$10,000,000, all
of which shall be setoff in full against the equivalent amount of
indebtedness owning by the Company to Ms. Li Jing under EICN
at the Completion. EICN was matured on 20 December 2015.
Completion of the issue of the Convertible Notes in the aggregate
principal amount of HK$10,000,000 took place on 13 January
2016.

Convertible Notes 2014

On 29 November 2013, the Company entered into a subscription
agreement with a subscriber pursuant to which the Company has
agreed to issue, and the subscriber has agreed to subscribe for
the convertible notes (“CN2014-1") with an aggregate principal
amount of HK$6,000,000 maturing in 12 months from the date
of issue at 1% annual coupon rate which may be converted
into 60,000,000 shares at the conversion price of HK$0.10 per
share (subject to adjustment). The subscription consideration of
HK$6,000,000 was setoff in full against the equivalent amount of

CHINA E-LEARNING GROUP LTD. - HFEIREHAEEEBRAR

RZZE—HF+A=+H " X&% 42,000,000 7T
KR AT AR AR FT M S R AR 1T - Bt
5,714,285 BRI 1D B 31T o HUKEERHE AT ZEEE,
R e -

RZZT—Wm&+HB=+H " &% % 435000000
T2 K GBI B AT R R SRR P B B I R A T
Il - 99,999,999 IR I B 34T - R T —MF+=
A+7NB » K& % 513,235,956 8 7T Z Sk SE B R 7]
MR IEFTI SR EEITE - Bt - 37,817,017
IR E BT o

MIB—RNE—A—B  KLEEBEATHBRZENA
B8R $ 4858 510,000,000 7T © i FTHT i ke &
EHATE - B BB MELE AR R 28,571,428 BT
BEAD o

RZF-REF+-_ATNB(XRZERE) K
RAEFF LA YRBHRE  REIABBE

ARFRERBETMETHFLZLIEREREASR
¥ /510,000,000 Tt 2 AT M B EE  BRE AR
10,000,000 7T * M2 HREBHR THBEUARA
AIPOK LB RBRERE TRANEHE LT 2EE
S EBEREUR o KK MBRERER S
E-AF+-A=Z+RHIH - BERZZT—X"F—A
=B EKETTA S # %/ 10,000,000 % 7T,2 A #4

PR

—E-NFATRRERE

RZE—=F+—AZ+hB  ARAHE—ZRE
AT —REHZE - Bl XA EREETR
REBEAERERE AL LR A6,000,000%8 7T © B2
TRERI2EARE  BFEFE1%ETE - AJIEER
0.108 7T 2 A& (7] T 3% ) 3,32/ 60,000,000 %
I 2 AR Z IR ([2014-1 AR ZE |) - RER
86,000,000 BT EBH AR AR RRIBAZGEIAZ
SEHERE - RNEAR - ARAMEAS—ZREA
RAINS—HRER®E Bl ARAREREETR



indebtedness owing by the Company to the subscriber. On the
same day, the Company also entered into another subscription
agreement with another subscriber pursuant to which the
Company has agreed to issue, and the subscriber has agreed
to subscribe for the convertible notes (“CN2014-2”) with an
aggregate principal amount of HK$5,000,000 maturing in 12
months from the date of issue at 1% annual coupon rate, which
may be converted into 50,000,000 shares at the conversion price
of HK$0.10 per share (subject to adjustment). The subscription
consideration of HK$5,000,000 was setoff in full against the
equivalent amount of indebtedness owing by the Company to the
subscriber.

Furthermore, on 10 December 2013, the Company entered
into a subscription agreement with a subscriber pursuant to
which the Company has agreed to issue, and the subscriber
has agreed to subscribe for the convertible notes (“CN2014-3”)
with an aggregate principal amount of HK$10,000,000 maturing
in 12 months from the date of issue at 1% annual coupon
rate, which may be converted into 100,000,000 shares at the
conversion price of HK$0.10 per share (subject to adjustment).
The subscription consideration of HK$10,000,000 was setoff
in full against the equivalent amount of indebtedness owing
by the Company to the subscriber. On the same day, the
Company also entered into another subscription agreement
with another subscriber pursuant to which the Company has
agreed to issue, and the subscriber has agreed to subscribe for
the convertible notes (“CN2014-4") with an aggregate principal
amount of HK$4,234,400 maturing in 12 months from the date
of issue at 1% annual coupon rate, which may be converted
into 42,344,000 shares at the conversion price of HK$0.10 per
share (subject to adjustment). The subscription consideration of
HK$4,234,000 was setoff in full against the equivalent amount of
indebtedness owing by the Company to the subscriber.

On 19 December 2013, the conversion rights attaching to
CN2014-3 and CN2014-4 have been exercised in full and hence
142,344,000 shares have been issued.
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On 20 June 2014, the conversion rights attaching to CN2014-1
and CN2014-2 with the principal amount of HK$11,000,000 have
been exercised in full and hence 110,000,000 shares have been
issued. Hence, Convertible Notes 2014 were fully converted as
at 30 September 2014.

Convertible Notes 2016A

On 27 June 2014 (after trading hours), the Company entered into
the Subscription Agreement with Mr. Yang Dong Jun (“Mr. Yang”),
pursuant to which the Company has agreed to issue, and Mr.
Yang has agreed to subscribe for, the Convertible Notes 2016A
with an aggregate principal amount of HK$40,775,000, which
may be converted into 285,139,860 Conversion Shares at the
Conversion Price of HK$0.143 per Conversion Share (subject to
adjustment). The subscription consideration of HK$40,775,000
was setoff in full against the equivalent amount of indebtedness
owing by the Company to Mr. Yang. The Convertible Notes,
which are mature after 24 months of the issue date, shall carry
interest at the rate of 1% per annum payable in arrears yearly
on the 31st day of December each year or, if earlier, upon full
conversion of the Convertible Notes. The Conversion Shares,
upon issue, shall rank pari passu in all respects with the shares
then in issue. Completion of the issue of the Convertible Notes in
the aggregate principal amount of HK$40,775,000 took place on
8 July 2014.

On 25 July 2014, the conversion rights attaching to
the Convertible Notes 2016A in the principal amount of
HK$10,725,000 have been exercised and hence 75,000,000
shares have been issued. On 18 August 2014, the conversion
rights attaching to the Convertible Notes 2016A in the principal
amount of HK$5,005,000 have been exercised and hence
35,000,000 shares have been issued.

On 16 December 2014, the conversion rights attaching
to the Convertible Notes 2016A in the principal amount of
HK$25,045,000 have been exercised and hence 175,139,860
shares have been issued. Hence convertible notes 2016A were
fully converted.
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Foreign exchange exposure

Most of the Group’s assets, liabilities and transactions were
denominated in Hong Kong dollars and Renminbi. Although
the exchange rate between Hong Kong dollars and Renminbi
has been moderately changing, it remains relatively stable. As
the expenditure in PRC was covered by the sales in PRC, the
management considers that the Group has no significant foreign
exchange exposures. Foreign exchange risk arising from the
normal course of operations is considered as minimal. As at 31
December 2015, the Group has no foreign currency borrowings
and has not used any financial instrument for hedging the foreign
exchange risk.

Significant investments and material
acquisition

On 17 November 2014, the Company entered into a strategic
cooperation agreement (“Strategic Cooperation Agreement”) with
Beijing Beizhong Asset Management Company Limited (1t =1t
EEEEAMRAR) (“Beiing Beizhong”) in relation to the transfer
of 49% of the right of income of the Distance Education College
of the Beijing University of Chinese Medicine (1t 7 AR &8 % K 3%
2B 2B57) from the Beijing University of Chinese Medicine (1t
R BE K E) to the Company and other cooperation projects
(the “Cooperation”).

On 12 February 2015, the Company and Beijing Beizhong agreed
in writing to extend the time for taking practical actions in respect
of the Cooperation under the Strategic Cooperation Agreement
for another three months.

On 16 May 2015, the Company and Beijing Beizhong agreed in
writing to extend the time for taking practical actions in respect of
the Cooperation under the Strategic Cooperation Agreement for
another nine months and extend the time limit for the Strategic
Cooperation Agreement to lapse and cease to have any legal
effect for one more year.
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On 16 November 2015, the Company and Beijing Beizhong
agreed in writing to extend the time for taking practical actions
in respect of the Cooperation under the Strategic Cooperation
Agreement for another six months (that is, a total of 18 months
from 17 November 2014).

Contingent liabilities and charges on the
Group’s assets

There were no significant contingent liabilities or charges on the
Group’s assets as at 31 December 2015 (2014: Nil).

OPERATIONAL OVERVIEW

The Group is principally engaged in the provision of an internet
platform for the facilitation of education program in Chinese
medicine and other advisory and training programs.

On 1 July 2010, the Joint Construction of Network Education
College of Beijing University of Chinese Medicine Agreement
(FEdt R B e K BRI E B ipaE) (“Joint Construction
Agreement”) entered into between Beijing University of Chinese
Medicine (1t XA &% KE) and Hunan IIN Medical Network
Technology Development Co., Ltd. (“Hunan IIN Medical”), a
subsidiary of [IN Medical (BVI), was successfully renewed. In
accordance with the Joint Construction Agreement, Hunan IIN
Medical’s entitlement to share 60% of the profits of Distance
Education College of Beijing University of Chinese Medicine
bR AP B 2 K B 1220 B E367) (“Distance Education College”)
is reduced to 51% proﬂt-sharmg percentage during the year
2010 while all other terms and conditions thereunder are not less
favourable than those under the Joint Construction Agreement.
This e-learning business remained the core business of the
Group in 2015.
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In an attempt to expand its income stream and diversify its
business spectrum, the Company has acquired the entire share
capital of Everjoy Technology Development Corporation and
Everjoy International Media Corporation (“Everjoy”) in 2012.
The completion of this acquisition was done in December
2012, however it did not make significant contribution to the
performance in 2012. The businesses of Everjoy started to record
revenue in the second quarter of 2013 and the performance of
Everjoy was unsatisfactory to the Group. The profit made by
Everjoy during the first six months in the year 2013 was far below
the expectation of the Board of the Company. It is also expected
that the profit of Everjoy will not be greatly improved unless
substantial resources are allocated thereto.

In view of the above, it is decided to dispose of Everjoy and to
devote resources to its existing business and any other potential
businesses, if any. On 31 October 2013 (after trading hours),
the Company entered into the an agreement with the purchaser
pursuant to which the Company has agreed to sell, and the
purchaser has agreed to purchase, the entire share capital of
Everjoy at the consideration, which was determined based on the
fair values of Everjoy assessed by the independent professional
valuer jointly appointed by the parties to the agreement.

On 27 February 2014, Roma Appraisals Limited, being an
independent professional valuer jointly appointed by the parties
to the agreement, issued its reports on the fair values of
Everjoy. Thus, the considerations for the disposal of Everjoy at
RMB20,600,000 (equivalent to approximately HK$26,368,000)
was fixed. The completion of the disposal took place on 12
March 2014.
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On 14 April 2015, Hunan IIN Medical, a wholly-owned subsidiary
of the Company, entered into a supplemental agreement (the
“Agreement”) with the Beijing University of Chinese Medicine (1t
AR BE K 22 (“BUCM”) for amending the agreement dated 29th
June 2010 signed between them. Pursuant to the Agreement,
Hunan IIN Medical will pass its daily business management and
administrative management in respect of the Distance Education
College of the Beijing University of Chinese Medicine (1b 7% F &5 2k
KEREH A B3R ) (the’Distance Education College”) to BUCM.

This arrangement is primarily made for the purpose of
consolidating the daily business management and administrative
management of the Distance Education College, so as to
reduce operating costs and increase revenue, fully leverage the
advantages of both parties in their respective areas, and lay a
solid foundation for overall expansion in the future.

Employee Information

For the year under review, the total staff costs amounted
to approximately HK$20,942,000 (2014: HK$12,406,000),
representing an increase of approximately HK$8,536,000 over
the previous year.

The salaries and benefits of the Group’s employees were kept at
a market level and employees were rewarded on a performance-
related basis within the general framework of the Group’s salary
and bonus system, which is reviewed annually. Staff benefits
include contribution to the mandatory provident fund and share
options. Share options were granted to employees of the Group
in the current year, whereby comparative details are set out in
note 33 to the financial statements.

PROSPECTS

The Group’s existing e-learning business will remain the core
business and main cash generator in the near future. This
business is expected to grow in a rather stable manner.
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On 17 November 2014, the Company entered into a strategic
cooperation agreement (“Strategic Cooperation Agreement”) with
Beijing Beizhong Asset Management Company Limited (1t 5165
EEEEAMRAT) (“Beiing Beizhong”) in relation to the transfer
of 49% of the right of income of the Distance Education College
of the Beijing University of Chinese Medicine (1t 7 A B8 22 K E23x
FE# & EP7) from the Beijing University of Chinese Medicine (1t
FAE &K E) to the Company and other cooperation projects
(the “Cooperation”) .

On 12 February 2015, the Company and Beijing Beizhong agreed
in writing to extend the time for taking practical actions in respect
of the Cooperation under the Strategic Cooperation Agreement
for another three months.

On 16 May 2015, the Company and Beijing Beizhong agreed in
writing to extend the time for taking practical actions in respect of
the Cooperation under the Strategic Cooperation Agreement for
another nine months and extend the time limit for the Strategic
Cooperation Agreement to lapse and cease to have any legal
effect for one more year.

On 16 November 2015, the Company and Beijing Beizhong
agreed in writing to extend the time for taking practical actions
in respect of the Cooperation under the Strategic Cooperation
Agreement for another six months (that is, a total of 18 months
from 17 November 2014).

Furthermore, the Group will implement certain cost-effective
measures to streamline the operation so as to enhance the
profitability and value of this e-learning business. The Company
will continue to look for opportunities for our existing business,
particularly in developing both vertically and horizontally within the
Group’s existing medical education platform, expanding further
into our service network, increase the shareholders’ value and
reduce business risk.

In addition, the Company will continue to look for other attractive
investments in the PRC and locally in an attempt to diversify into
different business areas to reduce the reliance upon existing
e-learning business and strengthen the positive cash flow and
earnings for the Group in the long run.
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EXECUTIVE DIRECTOR

Mr. Yuan Wei (“Mr. Yuan”), aged 44, was appointed as an
executive director of the Company on 19 November 2013
and further appointed as the authorised representative and
compliance officer of the Company on 14 February 2014; Mr.
Yuan holds an associate degree in Heilongjiang Academy of
Finance and Management for Comrades (£3e; L& B B @3l E 12
7). He joined the Beiing Commercial Bank (It R i % R877)
in 1993 and worked for 12 years. He left the position of manager
at the credit department of the Beijing Commercial Bank in 2005.
Mr. Yuan then engaged in the finance-related business and has
gained 20 years of experience in the financial and banking sector.
Mr. Yuan is mainly responsible for the strategy formulation of the
Company.

Save as disclosed herein, Mr. Yuan did not hold any directorships
in any listed public company in the last three years.

Mr. Yang Jilin (“Mr. Yang”), aged 24, was appointed as
an executive director of the Company on 8 July 2014. Mr.
Yang obtained a bachelor’s degree in industrial and systems
engineering from the Hong Kong Polytechnic University in 2014.
On 15 September 2014, Mr. Yang has been appointed as an
executive director of Superb Summit International Group Limited
(stock code: 1228), whose shares are listed on the Main Board of
the Stock Exchange. Save as disclosed herein, Mr. Yang did not
hold any directorships in any other listed public company in the
last three years.
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NON-EXECUTIVE DIRECTOR

Mr. Li Xiangjun (“Mr. Li”), aged 44, was appointed as a non-
executive director of the Company on 7 December 2012. Mr.
Li received a bachelor degree in law in the People’s Republic of
China in 1996. In 2003, he obtained the certificate of graduation
from the master degree program for international economic law
of the University of International Business and Economics in
the People’s Republic of China. Mr. Li has been engaged in the
legal services industry since 1999. He is currently a practising
lawyer in the People’s Republic of China and a member of the
Beijing Lawyers Association. He used to be the Corporate Law
Consultant or Legal Consultant for Special Affairs for large state-
owned enterprises, including China FAW Group, Lenovo Group
and China Life Insurance Group, and large foreign enterprises,
including Asia Link Group Inc., Zhenglin Food Co., Ltd. and
Dongguan Hsu Chi Foods Co. Limited. From 22 September
2008 to 11 June 2009, Mr. Li was an executive director of the
Company. From 24 June 2010 to 22 October 2012, Mr. Li
was an independent non-executive director of Superb Summit
International Group Limited (stock code: 1228), whose shares
are listed on the Main Board of the Stock Exchange. Since
11 June 2009, Mr. Li has been a director of China E-Learning
(Hong Kong) Company Limited, a wholly owned subsidiary of
the Company. Save as disclosed herein, Mr. Li did not hold any
position with the Company and its subsidiaries and he does not
hold any directorship in other listed companies nor has any other
major appointment or qualification in the last three years.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Li Qunsheng (“Mr. Li”), aged 56, was appointed as an
independent non-executive director, the chairman of the audit
committee, member of the nomination committee and member
of the remuneration committee of the Company on 7 February
2014. Mr. Li was graduated from Dongbei University of Finance
and Economics in China in 1982 and is currently a certified public
accountant in China. From 1982 to 1993, Mr. Li served in the
Ministry of Finance, Investment Department of the National Audit
Office and the China Audit Administration. In 1993, he served as
vice president of BOT investment & Development Corporation
and was in charge of the financial affairs of the company as well
as the management of its subsidiaries. He was also involved in
planning the investments into high-grade highways and M&A
activities. Mr. Li left office in 1997, and then joined Golden Sino
(China Infrastructure) Development Holdings Limited as general
manager, responsible for project planning, negotiations, project
construction management, capital operation etc. In 1999, Mr.
Li joined Shenzhen Xiansheng Technology Development Co.,
Ltd. as chief executive officer, responsible for daily operation
and management of the company and capital operation of the
company. Mr. Li joined Ever Crown International (HK) Limited in
2002 upon its invitation and served as chief executive officer.
After that, Mr. Li joined Guangzhou Huan Long Expressway Co.,
Ltd. in 2009 as managing director, and has been responsible for
managing the Guangzhou City Nansha Port Expressway project
since then.

On 21 February 2014, Mr. Li has been appointed as an
independent non-executive director of Superb Summit
International Group Limited (stock code: 1228), whose shares are
listed on the Main Board of the Stock Exchange.

Save as disclosed herein, Mr. Li did not hold any other position
with the Company or any of its subsidiaries nor did he hold any
directorship or any other major appointment or qualification in
other listed companies in the last three years.
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Dr. Huang Chung Hsing (“Dr. Huang”), aged 62, was
appointed as an independent non-executive director and a
member of audit committee of the Company on 14 August 2008.
Dr. Huang holds a Ph.D. degree in Management Science and
Information Systems from the University of Texas at Austin, U.S.A.
and a Bachelor’s degree of Science in Electrical Engineering from
National Taiwan University. Dr. Huang is the Associate Dean of
College of Management, National Taiwan University. He is also the
chairman of the Committee of Service Management of Chinese
Management Association in Taiwan and the associate researcher
of Health Management Center of National Taiwan University
Hospital in Taiwan. He has previously held senior positions in
various universities and banks such as Beijing University in China
and Bank of SinoPac. Dr. Huang has extensive experience in
service operation management, business decision making and
management of innovation.

Save as disclosed above, Dr. Huang did not hold any other position
in the Company or any of its subsidiaries nor did he hold any
directorship in any public listed company in the last three years.

Ms. Li Ya Ru Nancy (“Ms. Li"), aged 52, was appointed as
an independent non-executive director, member of the audit
committee and member of the remuneration committee of the
Company on 19 November 2013. Ms. Li received her Bachelor of
Art and Bachelor of Finance in China. She started her first job in
Fuiji Xerox Co. Ltd in Sydney in 1986 and assigned as the branch
manager of National Australia Bank in Taiwan in 1994. Later in
2001, Ms. Li joined as director of Private Wealth Management of
Deutsche Bank in Sydney and assigned to Hong Kong as director
of Investment Banking Division of Deutsche Bank AG in 2008. Ms.
Li left Deutsche Bank AG in 2010 and joined Nomura Securities,
Investment Banking Division as executive director. Ms. Li has been
the director of Credit Suisse, Hong Kong and China in the last 12
months. Ms. Li has over 15 years experience in corporate finance
and IPO with excellent relationship with senior government officials
in China, Australia, Taiwan, Cambodia and Burma.

Save as disclosed above, Ms. Li did not hold any other position
in the Company or any of its subsidiaries nor did she hold any
directorship in any public listed company in the last three years.
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The board (the “Board”) of directors (the “Directors”) of China
E-Learning Group Limited (the “Company”) presents herewith
the annual report together with the audited consolidated financial
statements of the Company and its subsidiaries (the “Group”) for
the year ended 31 December 2015.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
Details of the principal activities of the Company’s subsidiaries
are set out in note 37 to the consolidated financial statements.

RESULTS AND DIVIDEND

The Group’s results for the year ended 31 December 2015 and
the state of affairs of the Group as at that date are set out in the
consolidated financial statements on pages 53 to 164.

The Directors do not recommend payment of any final dividend in
respect of the reporting year (2014: Nil).

SUMMARY FINANCIAL INFORMATION

The following is a summary of the audited consolidated results of
the Group for each of the five years ended 31 December 2015
prepared on the basis set out in the note below:

TERAGHEEEERAR(ARRNESR(&
FNe(EFg DEMREARAREMBAA
(FEBDBEZ_Z—HAF+-_A=+—BILFE
ZFERERBEZTAVITRE -

FEXR

ARBZEBXBR/WEER > NAFMBARZ
TEXBFHFHN G AP HHRRMEEST -

FERKRE

AEFHE-_E—HFE+_A=1+—RIEEZ¥%
BERAEENRZB Z2HERRAENRESSE164B 2
IRABRRE -

& BRI RS RN EARRE (22—
R F

MBERBE

NTRETXMEMBEERE s AEEEHE —
—HF+ A=+ -BHIAEFERFRERES
KEME

o> Ay

2015 2014 2013 2012 2011

—E-RE —E-E —T-=F —T-C-F —T——F

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

THx TET THT L FiEn

Revenue from continuing operations 7R HEARE 75 2 WA 45,701 47 474 47,066 41,783 40,140
Loss before tax from REFBCLER

continuing operations ZBRBRIEE 33,187 47,417 22,551 15,213 32,266

Loss from discontinued operations REBRIE=EK I ER - - 63,531 - -

Loss after tax BRHBER 33,187 47,417 86,082 15,213 32,266

Total assets BELE 227,191 366,888 134,883 172,201 123,788

Total liabilities BESSE 49,483 54,001 228,731 195,040 138,502
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PROPERTY, PLANT AND EQUIPMENT

Movements of property, plant and equipment are set out in note
17 to the consolidated financial statements.

SUBSIDIARIES

Particulars of the Company’s subsidiaries are set out in note 37
to the consolidated financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of the Company’s share capital and share options during
the year are set out in notes 24 and 33 to the consolidated
financial statements respectively.

CONVERTIBLE NOTES

Details of movements in the Company’s convertible notes during
the year are set out in note 26 to the consolidated financial
statements.

RESERVES

Details of the movements in the reserves of the Group and of
the Company during the year are set out in the consolidated
statement of changes in equity on page 57 and note 25 to the
consolidated financial statement respectively.
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DISTRIBUTABLE RESERVES

As at 31 December 2015, the Company did not have any reserve
available for cash distribution (2014: Nil). In accordance with
the laws of the Cayman Islands and the Company’s Articles
of Association, the Company’s share premium account is
distributable to the shareholders of the Company provided that
immediately following the date on which the dividend is proposed
to be distributed, the Company will be in a position to pay off
its debt as they fall due in the ordinary course of business. The
share premium may also be distributed in the form of fully paid
bonus shares.

PRE-EMPTIVE RIGHTS

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

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout
the year ended 31 December 2015.
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PURCHASE, REDEMPTION OR SALE BE EEmHERQFZLES

OF LISTED SECURITIES OF THE ok
COMPANY

During the period under review, the Company repurchased a total ElEE AR - R AR AR E49111,113,000%8 7T (1
of 281,168,000 ordinary shares of the Company at an aggregate BIERS) R PTEE & $£281,168,000 B AN A 7]
consideration of approximately HK$111,113,000 (excluding T o RELTBREE BT

expenses) on the Stock Exchange. Details of the repurchase of

such ordinary shares are as follows:

Aggregate

consideration

(excluding

Month of Number of ordinary Highest price Lowest price transaction cost)

repurchase shares repurchased per share per share HRE(TEE

E& A 7 EEEBREA ER&EEE BRERE RBHEA)

HK$ HK$ HK$'000

BT BIT FAET

January 39,440,000 0.52 0.42 19,351
—A

March 34,184,000 0.53 0.53 18,118
=A

April 5,480,000 0.53 0.52 2,878
MA

June 66,408,000 0.495 0.4 30,431
~AH

July 94,896,000 0.4 0.24 28,881
+A

August 40,184,000 0.345 0.265 11,308
AV=!

September 504,000 0.26 0.25 128
LA

October 72,000 0.255 0.25 18
+A

Total 281,168,000 111,113
HEt

A total of 281,168,000 repurchased ordinary shares were O EEHAR - & HE$5281,168,000% B @ 2 & @
cancelled during the period under review. fi% -

Saved as disclosed above, there was no repurchase, sale or M EXFr#EEE SN - EEEERR - AR RIS E AT
redemption by the Company, or any of its subsidiaries, of any BARMELE HENELARR Z M _EHE

listed securities of the Company during the period under review. % o
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MANAGEMENT CONTRACT

The Group and the Company did not have any management
services contract for the years ended 31 December 2015 and
2014.

CHARITABLE DONATIONS

During the year, the Group made charitable donations amounting
to HK$246,000 (2014: HK$251,000).

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of sales and purchases for the year attributable
to the Group’s major customers and suppliers are as follows:

BEEEH

BE_ T ALK -_T-NF+_A=1+—HILF
B AEBRARRGEREAERRBEH

FER o REE T EEIBHA246,0008 T (ZF—H
£ 1 251,000/87T) °

TEFEFRMAERS

AEBZEBEP RBERERFAMMGHE REXE
Botbanh

2015 2014
—E-RF —E—mF
Revenue KA
— the largest customer — &RAEP n/a T A n/a @A
— five largest customer — AREP n/a T~EH n/a “NE A
Cost of goods sold HEEm
and services provided RIB BRI = R A
— the largest services provider — ARBHEER 26% 20%
— five largest services providers — AARRBHEER 46% 40%

Students are our major customers. It is therefore not applicable
to provide the largest and the five largest customers’ percentages
ON our revenue income.

None of the Directors, their associates or shareholders (which
to the knowledge of the Directors own more than 5% of the
Company’s share capital) had an interest in the major customers
or service providers noted above.
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DIRECTORS

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

Executive Directors

Mr. Yuan Wei
Mr. Yang Jilin

Non-Executive Director

Mr. Li Xiangjun

Independent Non-Executive Directors

Mr. Li Qunsheng
Dr. Huang Chung Hsing
Ms. Li Ya Ru Nancy

The Company has received from each of the independent non-
executive directors the annual confirmation of independence
pursuant to Rule 5.09 of the GEM Listing Rules and considers
that all independent non-executive directors are independent to
the Group in accordance with the terms of the guidelines as set
out in Rule 5.09 of the GEM Listing Rules.

In accordance with Article 87 of the Company’s Articles of
Association, Mr. Yuan Wei and Ms. Li Ya Ru Nancy will retire at
the forthcoming annual general meeting of the Company and,
being eligible, offer themselves for re-election.
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DIRECTORS’ SERVICE CONTRACTS

Mr. Yuan Wei, the executive director, has entered into service
contract with the Company for a term of three years. This service
contract may be terminated by either party giving not less than
three months’ notice to the other party.

Mr. Yang Jilin, the executive director, has entered into service
contract with the Company for a term of three years. This
contract may be terminated by either parties giving not less than
three month’s notice to the other party.

Mr. Li Xiangjun, the non-executive director has entered into
service contract with the Company for a term of four months.
This service contracts will be terminated in April 2016.

Mr. Li Qunsheng, the independent non-executive director, has
entered into service contract with the Company for a term of two
years. This service contract may be terminated by either parties
giving not less than three months’ notice to the other party.

Dr. Huang Chung Hsing, the independent non-executive director,
has entered into service contract with the Company for a term
of two years. This service contract may be terminated by either
parties giving not less than three months’ notice to the other

party.

Ms. Li Ya Ru Nancy, the independent non-executive director, has
not been appointed for a fixed term of service.

None of the Directors 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, other than statutory
compensation.
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DIRECTORS’ INTERESTS IN
CONTRACTS

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

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance cover
for Director’s and officers’ liabilities in respect of legal actions
against its Directors and senior management arising out of
corporate activities. The permitted indemnity provision is in force
for the benefit of the Directors as required by section 470 of
the Companies Ordinance (Chapter 622, Laws of Hong Kong)
when the Report of the Board of the Directors prepared by the
Directors is approved in accordance with section 391(1)(a) of the
Companies Ordinance (Chapter 622, Laws of Hong Kong).

DIRECTORS’ REMUNERATION AND
THE FIVE HIGHEST PAID EMPLOYEES

Details of the remuneration of the Directors and the five highest
paid employees in the Group are set out in note 12 to the
consolidated financial statements.

REMUNERATION POLICY

The Group remunerates its employees, including its Directors,
based on their performance, experience and prevailing market
rate. Other employee benefits include insurance and medical
cover as well as share option scheme. Details of share option
scheme are set out in note 33 to the consolidated financial
statements.

The determination of remuneration of the Directors of the
Company had taken into consideration of their expertise and job
specifications.
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SHARE OPTIONS SCHEME

A new share option scheme was approved and adopted in the
Annual General Meeting of the Company on 23 May 2011. On
9 September 2015, the Company granted 314,000,000 share
options (the “Options”) to individuals (the “Grantees”) under the
Company’s share option scheme adopted on 23 May 2011.
Details of share option scheme are set out in note 33 to the
consolidated financial statements.

DIRECTORS’ AND CHIEF
EXECUTIVES’ INTERESTS IN SHARES
AND SHARE OPTIONS

As at 31 December 2015, the interests and short positions of
the Directors or 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 (the “SFQO”)), which were
required (a) to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO;
or (b) pursuant to Section 352 of the SFO, to be recorded in
the register referred therein; or (c) pursuant to Rule 5.46 of the
GEM Listing Rules to be notified to the Company and the Stock
Exchange, were as follows:
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Long positions

3p )

Number of shares or

underlying shares held Percentage
RN SEERGEE of issued
Name of Directors Ordinary Share share capital
and Chief Executive Capacity shares options Total EEBTT
ESRFETHRABHSR 51 ZER B #met BRAEBED
Yuan Wei (Director) Beneficial owner 20,000,000 20,000,000 40,000,000 1.36%
RIE(EH) ERBAA
Yang Jilin (Director) Beneficial owner — 20,000,000 20,000,000 0.68%
BER(ES) ERBAA
Li Xiangjun (Director) Beneficial owner 313,590 6,712,954 7,026,544 0.24%
PHE(EF) ERBAA
Wang Hui (Chief Executive Officer) Beneficial owner — 26,377,306 26,377,306 0.90%
FETHEH) ERBAA
Save as disclosed above, as at 31 December 2015, none of BrEXHIEEEN RZE—AF+A=+—

the other Directors or chief executive of the Company had any
interest or short position in shares, debentures or underlying
shares of the Company and its associated corporations which
was required (a) to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO;
or (b) pursuant to Section 352 of the SFO, to be recorded in
the register referred therein; or (c) pursuant to Rule 5.46 of the
GEM Listing Rules to be notified to the Company and the Stock
Exchange.

ARRANGEMENTS TO PURCHASE
SHARES OR DEBENTURES

Save as disclosed under the headings “Directors’ and chief
executive’s interests in shares and share options” above and
“Share option scheme” in note 33, at no time during the year was
the Group, or any of its subsidiaries, a party to any arrangements
to enable the directors of the Company to acquire benefits by
means of the acquisition of shares in the Group or any other
body corporate.
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INTERESTS DISCLOSABLE UNDER
THE SFO AND SUBSTANTIAL

SHAREHOLDERS

As at 31 December 2015, so far as known to any Directors or
chief executive of the Company, the following persons (other than
the Directors and chief executive of the Company) had interests
or short positions in the shares and underlying shares of the
Company which would fall to be disclosed under the provisions

of Divisions 2 and 3 of Part XV of the SFO as recorded in the B
register required to be kept under Section 336 of the SFO:

Long position in shares or underlying shares

of the Company

Number of shares
or underlying

BREESRBERIATHREZ
BEERTERR

R-ZFE-—RAF+-_A=1+—H BARREFHE
ZITBABMA  UATAL(RRAREEREEITH
AEBRINBEREESLABERIIEXVEFE2L3
7 BPZA T R MRS AMRIRRE 55 M B (551 28 336 16k
EFzECMzARE RN RN 2 B0

RARXTRGHEBRRED 2FR

Percentage
of issued

shares held share capital
Name of shareholder Capacity Frish o= LB BT
REEH g4 HERDEE & N=
Magic Stone Fund (China) Investment manager 211,552,000 7.18%
REKIE
Yang Dong Jun (note 1, 2) Beneficial owner 12,720,000 0.43%
HBRE (M1 2) EREAA
Interest of a controlled corporation 211,552,000 7.18%
MEIEEE 2
Atlantis Capital Holdings Limited Investment manager 190,000,000 6.45%
REKIE
Liu Yang (note 3) Interest of a controlled corporation 190,000,000 6.45%

ZI R (BEE3)

ISER NI
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Notes:

1. Mr. Yang Dong Jun owned 80.25% of Magic Stone Fund (China),
a company incorporated in the Cayman Islands. Accordingly,
Mr. Yang is deemed to be interested in 211,552,000 shares held
by Magic Stone Fund (China).

2. Mr. Yang Dong Jun is the father of Mr. Yang Jilin, an executive
director of the Company.

3. According to the disclosure of interests notice filed, Ms. Liu Yang
is deemed to be in control of Atlantis Capital Holdings Limited,
Ms. Liu Yang is deemed to be interested in the 190,000,000
shares of the Company.

Save as disclosed above, as at 31 December 2015, the Directors
were not aware of any other persons (other than the Directors
and chief executive of the Company) who had interests or short
positions in the shares and underlying shares of the Company
which would fall to be disclosed under the provisions of Divisions
2 and 3 of Part XV of the SFO as recorded in the register required
to be kept under Section 336 of the SFO.

INTEREST IN COMPETING BUSINESS

During the year under review, neither the Directors nor the
substantial shareholders of the Company and their respective
associates had any interest in business that competes, either
directly or indirectly, with the business of the Group.

EVENTS AFTER THE REPORTING
PERIOD

Details of significant events occurring after the reporting period
are set out in note 34 to the consolidated financial statements.
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AUDITORS

The accounts for the year ended 31 December 2015 were
audited by McMillan Woods SG CPA Limited whose term of office
will expire upon the forthcoming AGM. A resolution for the re-
appointment of McMillan Woods SG CPA Limited as the auditors
of the Company for the subsequent year is to be proposed at the
forthcoming AGM.

On Behalf of the Board

Yuan Wei
Executive Director

Hong Kong
30 March 2016
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Corporate Governance Report

CEERRE

The Company is committed to maintaining a high standard
of corporate governance and believes that good corporate
governance can (i) enhance management effectiveness and
efficiency; (i) increase the transparency of the Company; (iii)
enhance risk management and internal control of the Company
and (iv) safeguard the interests of the shareholders and the
Company as a whole.

CORPORATE GOVERNANCE CODE
COMPLIANCE

Pursuant to the Corporate Governance Code (the “Code”)
contained in Appendix 15 to the GEM Listing Rules of the Stock
Exchange which sets out the principles of good corporate
governance, the provisions of the Code (the “Code Provisions”)
and the recommended best practices, the Company has applied
the principles and complied with all the Code Provisions as set
out in the Code during the year ended 31 December 2015, with
the exception of deviation set out below.

Under Code Provision A.2.1, the roles of the chairman and
chief executive officer should be separate and should not be
performed by the same individual. Following the step down of Mr.
Chen Hong from the office of chairman and an executive director
of the Company on 14 February 2014, the Company has not
appointed chairman, and the roles and functions of the chairman
have been performed by all the executive directors collectively.

Under Code Provision A.4.1 of the Code, non-executive directors
should be appointed for a specific term, subject to re-election
while all directors should be subject to retirement by rotation at
least once every three years. During the year, the non-executive
director and two independent non-executive directors are
appointed for a specific term of service and one independent
non-executive director is not appointed for a specific term of
service. Since each of the independent non-executive directors is
subject to rotation and re-election at the annual general meeting
in accordance with the articles of association of the Company, as
such, the Company considers that sufficient measures have been
taken to serve the purpose of the Code Provision A.4.1 of the
Code.
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Under Code Provision A.6.7, independent non-executive directors
and non-executive director should attend general meetings and
develop a balanced understanding of the views shareholders. Dr.
Huang Chung Hsing, Ms. Li Ya Ru Nancy, Mr. Li Qunsheng, the
independent non-executive directors of the Company and Mr.
Li Xiangjun, the non-executive directors of the Company were
unable to attend an annual general meeting of the Company held
on 9 June 2015 due to their respective commitments elsewhere.

DIRECTORS’ SECURITIES
TRANSACTIONS

During the year under review, the Group has adopted a code
of conduct regarding securities transactions in securities of
the Company by directors on terms no less exacting than the
required standard of dealings as set out in Rules 5.48 to 5.67
of the GEM Listing Rules. Having made specific enquiry of all
directors, the Company was not aware of any non-compliance
with the required standard as set out in the code of conduct
regarding directors’ securities transactions throughout the year
ended 31 December 2015.

BOARD OF DIRECTORS AND MEETING
Board Composition

The Board of Directors currently comprises two executive
directors, namely Mr. Yuan Wei and Mr. Yang Jilin, one non-
executive director, namely Mr. Li Xiangjun and three independent
non-executive directors, namely Mr. Li Qunsheng, Dr. Huang
Chung Hsing, and Ms. Li Ya Ru Nancy. The Board is responsible
for the overall management of the Group. It focuses on directing
the corporate strategies and supervising the business, significant
affairs and daily operation of the Group. Biographical details of
the Directors are set out on pages 18 to 21 of this annual report.
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Following the step down of Mr. Chen Hong from the office of
Chairman and an Executive Director of the Company on 14
February 2014, the Company has not appointed chairman, and
the roles and functions of the chairman have been performed
by all the executive directors collectively. The Board provide the
Group with strategic direction and ensure its effectiveness in
a timely manner. Whereas Ms. Wang Hui, the chief executive
officer of the Company, is responsible for the strategic planning
of its various business units, and day-to-day management of its
operation.

Currently the Board of Directors comprises two executive
directors and the Code Provision A.2.1 of the Code is not
complied. But the Board believes that the Company already
has a strong corporate governance structure in place to ensure
effective oversight of management. The Board will continually
review the effectiveness of the Group’s corporate governance
structure to assess whether any changes are necessary.

Mr. Li Xiangjun was appointed as the non-executive director of
the Company on 7 December 2012 for a period of three years
subject to retirement by rotation and re-election at the annual
general meeting of the Company pursuant to the articles of
association of the Company (the “Articles of Association”) and
GEM Listing Rules. The Company has entered into a contract
with Mr. Li for a period of four months in December 2015 which
will be terminated in April 2016.

Under Code Provision A.4.1 of the Code, non-executive directors
should be appointed for a specific term, subject to re-election
while all directors should be subject to retirement by rotation at
least once every three years.

Currently the non-executive director and two independent non-
executive directors are appointed for a specific term of service
and one independent non-executive director is not appointed
for a specific term of service. Since each of the independent
non-executive directors is subject to rotation and re-election at
the annual general meeting in accordance with the articles of
association of the Company, as such, the Company considers
that sufficient measures have been taken to serve the purpose of
the Code Provision A.4.1 of the Code.

RREFER - ZE—NFE - A+HBEBRERREE
FRUATESRER  ARARLRZETE M
FzABhBERERATEEHART EFF
Ko b5 [R) AN 65 B SR A R G )7 (R 48 5 R BEER B AR » T
ARBITRAHEERL LA EREBEL Z KK
AEIRAEEBER

B EZeREMERTESEYEETTRIZ T
AEXEA2 1K - EEFERA/ARRCHERE
CEEARBUABREAVMEEEEE -E59
REBRNARECEERRBZ AR - FHER

TETRE -

FPHEAER _T——F+_ALRAEZERER
FPFITESR  RY=F  HEARRALXFNAL
ERAR(TAZERRA[ ) RaFR ETRURA
NEABRBEFAS LRERERBEET - ARF
R-ZE-—RF+ - ARFEATURBNEANG
# o BN RNFHARKLE -

REBTRZFRMERXEALIG  FRTEERER
EEHRBEEET MABESELAB=-FH{E
RE—R -

BAl SEATESAMEBBUIFNTERZRESR
BERBIR - AR —BBIIFRNTEST2REA
BEEERGHAR AR RBARANABMEZA
A BBUFATEFARNRRBFAS LHER
ERBEREREE Bt ARARBAEHRMEHEN
EHTRIZTRNRXFE A4 RZBR

—Z—HFF4R - Annual Report 2015 @



Corporate Governance Report
TEERRSE

©000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 o

Board and General Meetings EEgEERBRRAE

The Board meets regularly. During the year ended 31 December EEeTHRTEE REE_ZE—1F+=A
2015, there were 46 board meetings and 1 general meeting =tT—BIEFE AR 7%1?46%%%22%
held to discuss the overall strategy, the operation and financial 1TRRER RS R EBIERE - AKBEERIE
performance of the Group, and to approve important matters KEUHHENFERE ZTERE PHEERR
such as the annual results, quarterly results, interim results and B AREBZEBMEESEERHE - REFHE

Sl

dividends, the Group’s businesses and investments, etc. The FEeHNRERD ZRHESHMNNT
attendance of each director at the board meetings and general
meeting are set out as follows:

Attendance of Attendance of
Board Meeting General Meeting

EEggRLFEIE RERAE HFE R

Executive Director HITES

Mr. Yuan Wei REXAE 45/46 1/1
Mr. Yang Jilin GERSTE 45/46 1/1
Non-Executive Director FHITES

Mr. Li Xiangjun PME LA 13/46 0/1

Independent Non-Executive Directors BIUkHITES

Dr. Huang Chung Hsing EREE LT 4/46 0/1
Ms. Li Ya Ru Nancy s 1/46 0/1
Mr. Li Qunsheng TEER A 4/46 0/1
The company secretary is responsible to take and keep minutes of all NANMEEECHERENEEZSCENETSL
board meetings and committee meetings. Draft minutes are normally BEERR LAY 2R RATESS
circulated to directors for comment within a reasonable time after BB BRAENMERNBRrEEEH  REFRES
each meeting and the final version is open for directors’ inspection. CMEREERAHESSEM -
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The executive directors and senior management meet regularly
1o review company business matters and escalate the matters to
the board meeting for further discussion if necessary. The Board
and the Directors can seek independent professional advice
whenever necessary at the Company’s expenses. Furthermore,
they can have access to the company secretary who is
responsible for ensuring that the Board procedures are duly
complied with and advising the Board on corporate governance
and compliance matters.

In accordance to the Board’s current practice and Code
Provision A.1.7 of the Code, any material transaction involving a
conflict of interests for a substantial shareholder or a Director will
be considered and dealt with by the Board by a duly convened
Board meeting. It also requires the directors to abstain from
voting and not to be counted in the quorum at meetings for
approving transactions in which such directors or any of their
associates have a material interest.

Independent Non-Executive Directors

In Compliance with Rules 5.05(1) and (2), and 5.05A of the GEM
Listing Rules, the Company now has three independent non-
executive directors representing half of the Board with one of
them having appropriate professional qualifications or accounting
or related financial management expertise. Currently it has
complied with the relevant Rules. Two independent non-executive
directors are appointed for a fixed term of service whereas one
independent non-executive director is not appointed for a fixed
term of service.

The Company has, through the nomination committee of
the Board, reviewed the independence of, and received an
appointment and annual confirmation of independence from,
each of the independent non-executive directors, and considers
all the independent non-executive directors independent in
accordance with the guidelines set out in Rule 5.09 of the GEM
Listing Rules.
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Delegation to Board Committee and
Management

The Board has the overall responsibility for business
development, leadership, management and control of the Group
and is responsible for promoting the success of the Group by
directing, supervising and monitoring the Group’s affairs. It has
established three committees, namely the audit committee,
remuneration committee and nomination committee. All of the
committees have written terms of reference in accordance
with the Code. More details of these committees are set out in
separate sections of this report.

The Board delegates necessary powers and authorities to the
executive directors and chief executive officer (“CEQ”) to facilitate
the efficient day to day management of the Group’s business.
In addition, the Board delegates to the remuneration committee
authorities to determine remuneration for executive directors and
members of senior management.

Continuous Professional Development

All Directors should keep abreast of their collective responsibilities
as Directors and of the business and activities of the Group.
Directors receive regular updates and presentations on changes
and developments to the Group’s business and to environments
in which the Group operates, as well as their responsibilities
under the relevant statutes, laws, rules and regulations to ensure
compliance and enhance their awareness of good corporate
governance practices. Directors are also encouraged to attend
relevant training courses at the Company’s expenses.
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During the year ended 31 December 2015, the Directors
participated in the continuous professional developments in
relation to regulatory updates, the duties and responsibilities
of the Directors and the business of the Group in the following
manner:

Training received (Yes/No)
BEZEINERB)

Executive Directors BITES

Mr. Yuan Wei REXE Yes &

Mr. Yang Jilin BERTE Yes &

Non-Executive Director FHTES

Mr. Li Xiangjun PHESAE Yes =

Independent Non-Executive Directors BIKHITES

Dr. Huang Chung Hsing EREEL Yes &

Ms. Li Ya Ru Nancy AT Yes &

Mr. Li Qunsheng TR SE Yes &

Training received included: EXIEIIBLE

A attending internal/external briefing/seminar session in A 2NMEBCEERNAD INBERE
relation to corporate governance; or g sk

B reading materials in relation to regulatory update

BOARD COMMITTEES
Audit Committee

The Company has established an audit committee on 26
November 2001 with written terms of reference for the purpose of
reviewing and supervising the Company’s financial reporting and
internal control procedures in compliance with the GEM Listing
Rules. The committee currently comprises three independent
non-executive directors, namely Mr. Li Qunsheng (the chairman
of the committee), Dr. Huang Chung Hsing and Ms. Li Ya Ru
Nancy.
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The primary duties of the audit committee are to review and to
provide supervision over the financial reporting process, risk
management and internal control system of the Group, to review
the audit plan, audit findings and independence of the auditors
of the Company, to review the Group’s financial information and
financial statements, annual reports, interim reports and quarterly
reports, and to provide advice and recommendation thereon to
the Board.

The Board also delegated certain corporate governance functions
to the audit committee, including the review and monitoring of
(@) the Group’s policies and practices on corporate governance
and make recommendations to the Board; (b) the training
and continuous professional development of Directors and
senior management; (c) the Group’s policies and practices on
compliance with legal and regulatory requirements; (d) the code
of conduct of the Group applicable to employees and Directors;
and (e) the Group’s compliance with the Code and disclosure in
the Corporate Governance Report.

During the year ended 31 December 2015, the audit committee
held 5 meetings to approve the nature and scope of the statutory
audits, and review the annual, interim, quarterly consolidated
financial statements of the Group, and details of the attendance
of each member of the committee are set out as follows:
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HE_ZT-—RAF+-RA=+—HILEE BZEE8
SERTOERGHE  MEEAEERZHE NBEL
BRAKREZFE 78 FERAYBHRE - F
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Committee Members Attendance
EREEERE HE %
Dr. Huang Chung Hsing HEREL 5/5
Ms. Li Ya Ru Nancy TR 1/5
Mr. Li Qunsheng TR E 5/5
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The minutes of the audit committee meetings are kept by the
company secretary. The draft and final versions of the minutes
are circulated to all committee members for their comments and
records within a reasonable time after each meeting.

The Board has not taken any different view from that of the audit
committee regarding the selection, appointment, resignation or
dismissal of the external auditor.

The Company’s annual audited results for the year ended 31
December 2015 have been reviewed by the audit committee.

REMUNERATION COMMITTEE

The remuneration committee was established on 23 March 2005
with major functions of (i) making recommendations to the Board
on the Company’s policies and structure for the remuneration of
Directors and senior management of the Group; (ii) determining
the remuneration packages of all Directors and senior
management of the Group; and (i) reviewing and approving the
performance-based remuneration. The remuneration committee’s
terms of reference are generally aligned with the requirement of
Code Provision B.1.2.

The remuneration committee of the Company is currently chaired
by Mr. Yuan Wei. Other members include Mr. Li Qunsheng
and Ms. Li Ya Ru Nancy . The majority of the members of
the remuneration committee are independent non-executive
directors.

During the year ended 31 December 2015, one meetings of
the remuneration committee was held. All of the members of
the remuneration committee, at the time being, attended the
meeting. The Company’s policy for the remuneration of Directors
and senior management was discussed in the meeting and no
changes on the policy were recommended by the remuneration
committee.
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NOMINATION COMMITTEE

The Company has established the nomination committee on 23
March 2012 with major functions of (i) to review the structure, size
and composition (including the skills, knowledge and experience)
of the Board at least annually and make recommendations on any
proposed changes to the Board to complement the Company’s
corporate strategy; (i) to identify individuals suitably qualified to
become Board members and select or make recommendations
to the Board on the selection of individuals nominated for
directorships; and (iii) to make recommendations to the Board on
the appointment or re- appointment of directors and succession
planning for directors, in particular the chairman of the Board and
the CEO.

The nomination committee of the Company is currently chaired
by Mr. Yuan Wei. Other members include Mr. Li Qunsheng and
Dr. Huang Chung Hsing. The majority of the members of the
nomination committee are independent non-executive directors.

During the year ended 31 December 2015, one meetings of the
nomination committee was held. Majority of the members of the
nomination committee, at the time being, attended the meeting
to perform the aforesaid functions.

AUDITOR’S REMUNERATION

The remuneration of the audit service provided by the auditor of
the Group to the Group for the year ended 31 December 2015
was mutually agreed in view of the scope of services, amounting
to HK$500,000.
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INTERNAL CONTROL

The Board has overall responsibilities for the establishment and
maintenance of an adequate and effective internal control system
to safeguard the Group’ assets against unauthorized use or
disposition, and to protect the interests of shareholders of the
Company (collectively “internal controls”).

During the year ended 31 December 2015, the Company has
conducted a review, which covered the major control procedures
in areas of financial and operations of the Company on the
internal control system of the Group and was satisfied with the
effectiveness of the Group’s internal control procedures.

BUSINESS ETHICS AND PROFESSIONAL
CODE OF CONDUCTS

The Group puts high standards on business ethics and
professional conducts expected of all employees. Employees are
briefed regularly on the code of ethics and on the conducts of
keeping confidentiality of the information of business partners and
the Group. Briefings on the code of ethics and on the conducts
are held for new employees during orientation sessions.

The Group also adopts good employment standards of non-
discrimination policy and fair compensation scheme.

FINANCIAL STATEMENTS

The responsibilities of the Directors for preparing the financial
statements and the auditor’s reporting responsibilities on the
financial statements are set out in the auditor’s report contained
in this annual report.
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SHAREHOLDERS’ RIGHTS
Convening an extraordinary general meeting

Pursuant to Articles 58 of the Articles of Association, an
extraordinary general meeting (“EGM”) may be convened by the
Board on a written requisition of any one or more shareholders
of the Company holding not less than 10% of the paid up capital
of the Company carrying the right of voting at general meeting of
the Company. The EGM shall be held within two months after the
deposit of such requisition. If within 21 days of such deposit the
Board fails to proceed to convene the EGM, the requisitionist(s)
may do so in the same manner, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of the
Board shall be reimbursed to the requisitionist(s) of the Company.

Enquiries put to the Board

Shareholders may send written enquiries or requests in respect
of their rights to the principal place of business of the Company
in Hong Kong for the attention of the company secretary.

Procedures for putting forward proposals at
shareholders’ meeting

There is no provision for shareholders to propose resolutions at
a general meeting under the Cayman Islands Companies Law.
However, shareholders can follow the above procedure and
request to convene an EGM.

Procedures for nominating a new director

(i) If a shareholder wish to propose a person (the “Candidate”)
for election as a director of the Company at a general
meeting, he/she shall deposit a notice at the Company’s
head office at Unit 2610, 26th Floor, Office Tower,
Convention Plaza, No. 1 Harbour Road, Wanchai, Hong
Kong (Attention to the Board of Directors and the company
secretary) or the Company’s branch share registrar in Hong
Kong, Tricor Tengis Limited, Level 22, Hopewell Centre,
183 Queen’s Road East, Hong Kong;
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(i) The notice must (i) include the personal information of the
Candidate as required by Rule 17.50 (2) of the GEM Listing
Rules; and (i) be signed by the shareholder concerned and
signed also by the Candidate indicating his/her willingness
to be elected and consent of publication of his/her personal
information;

(i)~ Where the notice is submitted after the despatch of the
notice of the general meeting appointed for such election,
the period for lodgment of the notice shall commence on
the day after the despatch of the notice of the general
meeting and no later than seven days prior to the date of
such general meeting. In any case, the minimum length of
the period during which any notice to be given shall be at
least seven days;

(iv)  In order to allow the shareholders sufficient time to receive
and consider the proposal of election of the Candidate as
a director of the Company, shareholders are encouraged to
submit and lodge the notice as early as practicable.

Articles of Association

There was no change to the Articles of Association to the
Company during the year ended 31 December 2015.

INVESTOR RELATIONS

The Company establishes different communication channels
with investors to update the latest business development and
financial performance including the publication of quarterly,
interim and annual reports, the publish and posting of notices,
announcements and circulars on the GEM website and the
Company’s website in a timely manner in order to maintain a
high level of transparency, and to ensure there is no selective
disclosure of inside information.
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To the shareholders of
China E-Learning Group Limited
(Incorporated in the Cayman Islands with limited liability)

REPORT ON THE CONSOLIDATED
FINANCIAL STATEMENTS

We were engaged to audit the consolidated financial statements
of China E-Learning Group Limited (“the Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on
pages 53 to 164 which comprise the consolidated statement of
financial position as at 31 December 2015, and the consolidated
statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flow for the year then ended, and a summary
of significant accounting policies and other explanatory
information.

DIRECTORS’S 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. Except for the inability
to obtain sufficient appropriate audit evidence as explained
below, 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
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comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance as to whether the financial
statements are free from material misstatement. Because of
the matter described in the Basis for Disclaimer of Opinion
paragraph, however, we were not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion.

BASIS FOR DISCLAIMER OF OPINION

We are of the opinion that the Group is unable to provide us with
sufficient audit evidence in support of management’s decision
with regard to the measurement and disclosure of certain material
amount involved in the presentation of consolidated financial
statements, which we cannot perform audit procedures on these
items:

1. The rationale and calculation related to shareholder’s equity
in relation to the share repurchased of the Group.

2.  The grant of share options to various grantees for the
relevant services rendered and/or to be rendered and how
the measurement of such share options be consistent with
the fair value measurement of such share option granted.

3.  Certain material amounts of administrative expenses be
relevant to the business activities conducted by the Group
in the financial year concerned.

4.  We are unable to access to any relevant documentation
on the proper authorization procedures related to the
management control mechanism on the Group’s investment
in marketable securities which the Group has made in the
year ended 31 December 2015.

5. Any movement in property, plant and equipment and
other receivables during the year cannot be ascertained
as there is insufficient supporting documentation on those
transactions affecting these items.
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6. There is insufficient audit evidence substantiating the
amount of other receivables as stated therein. In addition,
we are unable to ascertain the recoverability of the balance
of such items.

7.  We are unable to perform audit procedures on the
consolidated statement of cash flow with any possible
materials and pervasive effect on the consolidated financial
statements arising from the above items.

8. The loss per share figures has not been ascertained and
presented with sufficient documentation with respect to
the loss for the year and the weighted average number of
shares, including issued and potential dilutive effect on the
execution of any issued share options, as the respective
number of such issued and potential dilutive effect of
shares to be issued cannot be ascertained.

DISCLAIMER OF OPINION

Because of the significance of the matter described in the Basis
for Disclaimer of Opinion paragraph, we have not been able to
obtain sufficient appropriate audit evidence to provide a basis for
an audit opinion. Accordingly, we do not express an opinion on
the financial statements. In all other respects, in our opinion the
consolidated financial statements have been properly prepared in
accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.
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REPORT ON DIRECTORS’ REPORT
UNDER SECTION 406(2) AND OTHER
MATTERS UNDER SECTIONS 407(2)
AND 407(3) OF THE HONG KONG
COMPANIES ORDINANCE

In addition to the respective responsibilities of the directors and
auditor stated in above section “Report on the Consolidated
Financial Statements”, the directors are also responsible for the
preparation of the directors’ report as set out on pages 22 to
34 in accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

It is our responsibility to read the information in the directors’
report for the year ended 31 December 2015 as set out on
pages 22 to 34 to identify and report inconsistencies with
the consolidated financial statements. However, we have not
audited or reviewed the directors’ report and accordingly do not
express an audit opinion or a review conclusion or any assurance
conclusion on the directors’ report as a whole.

MATTERS ON WHICH WE ARE
REQUIRED TO REPORT BY
EXCEPTION

In accordance with the Hong Kong Companies Ordinance, we
have the following matters to report. In our opinion, in respect
alone of the inability to obtain sufficient appropriate audit
evidence regarding all the above as described in the Basis for
Disclaimer of Opinion paragraph above:

o we were unable to determine whether adequate accounting
records had been kept; and
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e we have not obtained all the information and explanations o IAZEENETAIRFTE - ANZEEN I EEUS B

that, to the best of our knowledge and belief, are necessary EZENMEBLENEZNFAER MR
and material for the purpose of the audit o

McMillan Woods SG CPA Limited REEBSHMEXMERAT

Certified Public Accountants HEEZLED

SETO MAN FAI AGENE

Practising Certificate Number: P05229 HMFEBERIR : P05229

Hong Kong B

30 March 2016 —E—R"F=A=+H

@ CHINA E-LEARNING GROUP LTD. - HFEIREHAEEEERAR



Consolidated Statement of Profit or Loss and other
Comprehensive Income
meEEREMEEKER

For the year ended 31 December 2015 BiEZ—Z—AF+_A=+—HILFE

2015 2014
—EB-hfF —E—mE
Notes HK$’000 HK$’000
PiEE FER FBT
Revenue &= 7 45,701 47 474
Cost of goods sold and SHE B o MR AR TS
services provided 2R (28,088) (27,680)
Gross profit ER 17,613 19,794
Other income Hles 8 310 3,839
Administrative expenses TE R 11 (45,310) (33,143)
Other expenses HAbFx 9 (5,170) (251)
Finance costs, net BLE KA FEE 10 (630) (10,292)
Incremental consideration resulted FHEE A R R R
from adjustment to conversion BEA BN
price of convertible notes 26 - (27,364)
Loss before tax RRBLATE 18 (33,187) (47,417)
Income tax Frfs it 13 - -
Loss for the year REEEE 11 (33,187) (47,417)
Loss for the year R ATEEREE
attributable to: 518 -
Owners of the Company ZIN/NEIESFEDN (41,875) (56,872)
Non-controlling interests JEVERR A 8,688 9,455
(33,187) (47,417)
Loss per share BREE 15
— Basic -ER (1.36 cents fili)  (2.76 cents 1llI)
— Diluted - ¥4 N/A FiE N/A TS5 F
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2015 2014
—EB-hfF —T-mF
Notes HK$’000 HK$’000
=3 FHET FBT
Loss for the year RNFEZEE (33,187) (47,417
Other comprehensive expense HittxmAx
Items that may be reclassified Hig [ EF 7 EE
subsequently to profit or loss: Bmh)EE -
Exchange differences on translating MERINETISEE
foreign operations ZIEH EEE
Exchange difference arising during the year ~ FREL 2 E X =58 (2,555) (1,387)
Reclassification adjustments relating to ERAF (A Y IR AN SE TS
foreign operations disposed during the year BRI EFH D 18X - 531
Other comprehensive expense, Hih2mEEAX
net of income tax (IBRETBHR) (2,555) (856)
Total comprehensive expense for the year A& E 2B %4258 (35,742) (48,273)
Total comprehensive (expense) income AR ALEIEREE
for the year attributable to: 2H (%) Wa4a8E
Owners of the Company ViN/NCIESFEN (44,430) (57,551)
Non-controlling interests eI e e 8,688 9,278
(35,742) (48,273)
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Consolidated Statement of Financial Position

Se BB R

As at 31 December 2015 R=—Z—RAF&+=-A=+—H

2015 2014
—E-HF —ZT—F
Notes HK$,000 HKS$,000
B 5T FEx FA&TT

Assets and liabilities BEERARE

Non-current assets FREBEE
Goodwill BES 16 - =
Property, plant and equipment I E YN 17 5,500 7,090
5,500 7,090

Current assets REEE
Inventories T 18 37 24
Other receivables H Ath pE UL BR 5K 19 149,603 172,362
Financial assets at fair value BiBERE AT EYR 20 7,990 =
through profit or loss ZEREE
Cash and cash equivalents RekIBeEEAR 21 64,061 187,412
221,691 359,798
Total assets BEHAE 227,191 366,838
Current liabilities wREIAE

Trade and other payables 5 REMEIRR 22 49,483 44,611
Financial derivatives ESRPTET AR 26 - 8
Convertible notes ARG = 26 - 9,382
49,483 54,001
Total liabilities =Rt it 49,483 54,001
Net current assets REEEFHE 172,208 305,797
Total assets less current liabilities EEHABERABERS 177,708 312,887
Net assets EETHE 177,708 312,887
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2015 2014
—EB-hfF —T-mF
Notes HK$’000 HK$'000
PiEE FET FBT

Capital and reserves BAR#E

Share capital [N 24 294,510 321,427
Reserves ] (123,387) (14,884)
Non-controlling interests IR A 6,585 6,344
Total equity R 177,708 312,887

The consolidated financial statement on pages 53 to 164 were
approved and authorised for issue by the Board of Directors on
30 March 2016 and are signed on it behalf by:

Yuan Wei
=iE
Director

EF
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Yang Jilin
BER
Director
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2015 BiEZ—Z—AF+_A=+—HILFE

Convertible
Share-based  Exchange notes PRC staff Non-
Share Share payment  fluctuation equity  awardfund Accumulated controlling Total
capital premium reserve reserve reserve reserve losses Total interests equity
HEST
WREA ExRy TAREE %BES
Bx  RHEE e fE  EERE i ES) ai FBRER ERAT
HK$'000 HK$000 HK$000 HK$'000 HK$000 HK$000 HK$'000 HK$'000 HK$000 HK$'000
T ThT Th T Thr ThT T T Thr TET
(Note 24) (Note 25) (Note 33) (Note 26)
(etos)  (Witos)  (E3D) (FizE26)
1 January 2014 RZE-IF
-F-H 161,422 = 19,199 11,675 16,284 2,3% (310,480) (99,604) 5,756 (93,948)
(Loss) profit for the year RER (FR) R = = - - - - (56,872) (56,872) 9,455 (4
Other comprehensive income TFEEMRE
for the year W& - - - (679) - - - (679) (177) (856)
Total comprehensive income TEERENE
(expense) for the year (Fx) a8 - - - (679) - - (56,872) (57,551) 9278 (48,273
Dividends paid to non-controling R
interest ZRE = - - - - - - - (8,690) (8,690)
Issue of convertible notes ERTARER - - - - 10,717 - - 10,717 - 10717
Issue of employee share option ¥EEERE - - 5730 - - - - 5730 - 5730
Issue of shares by conversion RUARZEEER
of convertible notes RGO 88,006 91,633 - - (42,222) - - 137,416 - 137,416
Issue of shares by exercised RERER(E
of share option RG0! 25,500 18,873 (10,509) - - - - 33,864 - 33,864
Redemption of convertible notes BOTAREE - - - - (5,999) - 5,999 - - -
Transfer to PRC staff award fund reseve ~ EZHEIE TH8)
ASRfE - - - - - 2,46 - 2046 - 2046
Placing of new shares REFRH 46,500 204,13 - - - - - 250,635 - 250,635
Transaction costs attributable EkiER
toissue of new shares XA - (4.074) - - - - - (4,074 - (4,074
Incremental consideration resulted FEARREE
from adfustment to conversion price 1AREREA
of convertble notes BN - - - - 27,364 - - 27,34 - 27,364
At 31 December 2014 i3
+-F=t-A 321,421 310,567 14,420 10,896 6,144 4,442 (361,353) 306,643 6,344 312,887
(Loss) proft for the year 1R (B8)aH - - - - - - (#1,875) (41,875) 8,688 (33,187)
Other comprehensive income AEREMRE
forthe year Wi - - - (2,555) - - - (2,555) - (2,555)
Total comprefensive expense AEERERTESR
for the year - - - (2,555) - - g (40 8688 (3742
Dividends paid to non-controling BEEED I
interest ZRE - - - - - - - - (8,447) (8,447)
Issue of employee share option RTESBRE - - 16,537 - - - - 16,537 - 16,537
lssue of shares by exercised REMEET(E
of share option [ 1,200 1,029 419) - - - - 2,016 - 2,016
Redemption of convertible notes ERTARZE - - - - (6,144) - 6,144 - - -
Transfer to PRO staff award fund resenve. ~ EZREIS TH#E
Eoffk - - - - - 2,116 - 2116 - 2,116
Share repurchased RiHEE (28,117) (83,542) - - - - - (111,659) - (111,659)
At 31 December 2015 RZE-1§
+-A=1+-H 294,510 228,254 30,544 8,341 - 6,558 (397,084) 171,128 6,585 177,708

—Z—FHF5$ - Annual Report 2015 @



Consolidated Statement of Cash Flow

GERERER

For the year ended 31 December 2015 BiEZ—Z—AF+_A=+—HILFE

2015 2014
—E-IHF —EmE
Notes HK$’000 HK$'000
=3 FET FBT
Cash flow from operating activities REEBRELCHERE
Loss before tax BrEERIE 1R (33,187) (47,417)
Adjustments for: AR &I8 2 A%
Finance cost, net BB R AN FRE 630 10,292
Depreciation e 1,643 1,282
Interest income A2 A (74) (1,929)
Equity-settled share-based payments VARG i 4EE 2 LARR S A 5118 16,537 5,730
Net realised losses on financial assets FRBEREATEFEZ
at fair value through profit or loss CREE EREEREE 4,122 =
Net unrealised losses IR R FE 802 -
Gain on disposal of property, HEYZE - BB
plant and equipment K8 2 Was - (19)
Dividend income A B HA (216) =
PRC staff award fund FEE THEES 2,116 2,046
Incremental consideration resulted R AR R R
from adjustment to conversion BREBESE
price of convertible notes Z BN - 27,364
Operating cash flows before EEESREAKEEK
movements in working capital ZHRERE (7,627) (2,651)
Increase in inventories FEHEM (13) (13)
Increase in other receivables H {th pE UL BR 5K
En (31,741) (25,152)
Decrease in trade and B 5 R E A FERTARK
other payables VoS (5,148) (3,147)
Decrease in borrowings & R > - (22,052)
Cash used in operations REEEFMARS (44,529) (53,015)
Overseas taxes paid B8R - =
Net cash used in RS
operating activities (44,529) (563,015)
- FEREGHEEEERARE

CHINA E-LEARNING GROUP LTD.



2015 2014
—E-RF —T—mEF
Notes HK$’000 HK$’000
B EE FET FABT
Cash flow from investing activities RETHELECZRERE
Net cash inflow on disposal of &M B AR
subsidiaries ZIRBMAFEE - 12,519
Payment of property, MU - HEREE
plant and equipment YA 2 FIE (93) (7,240)
Proceed from disposal of property, HEWE - BE K&
plant and equipment Z TS RIR - 36
Purchases of financial assets EEERABREATHETEZ
at fair value through profit or loss CREE (34,726) =
Proceed from financial assets BEBEREATEFEZ
at fair value through profit or loss CREE TSR 21,812 =
Dividend income from financial assets BEBREATEFEZ
at fair value through profit or loss TREEZREWA 216 -
Interest received BUFIE 74 1,929
Dividends paid to non-controlling m—EME AR 2
interest of a subsidiary FEERER SN 2 IRE (8,447) (8,690)
Deposit refund of/(Deposit for) establishment — FA Bk 37 — T T B 2 &)
of a new subsidiary in PRC ZIREBR (RE) 54,500 (54,500)
Net cash generated from (used in) BEEEE (FTA)
investing activities HEFEE 33,336 (565,946)
Cash flow from financing activities MEFBRBRERE
Share repurchased % {7 155 (111,113) -
Share repurchased expenses paid B G EEFA (546) =
Proceeds from issue of shares BITRMFTS IR - 250,635
Share issue expenses paid B RGETHAS - (4,074)
Redemption of convertible notes BB TR iR - (10,774)
Transaction cost for issue BITAI AR IR
of convertible notes LRGN - (857)
Exercised of share option TT{E AR A 2,016 33,864
Net cash (used in) generated from REEE (FTH) s
financing activities e FEE (109,643) 268,794
Net (decrease) increase in cash RERBESEEER
and cash equivalents Z GR2) B nFEEE (120,836) 159,833
Cash and cash equivalents FzREeRBEELEEER
at the beginning of the year 187,412 28,950
Effect of foreign exchange MEREE) s &
rate changes (2,515) (1,371)
Cash and cash equivalents FRCBERRESEEEE 21
at the end of the year 64,061 187,412
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1.

GENERAL INFORMATION

China E-Learning Group Limited (the “Company”) is
incorporated in the Cayman lIslands as an exempted
company with limited liability under the Companies Law
(Revised) of the Cayman Islands on 10 July 2001. The
shares of the Company are listed on the Growth Enterprise
Market (“GEM”) of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

The addresses of the registered office and principal place
of business of the Company are disclosed in the section of
“Corporate Information” in the annual report.

The consolidated financial statements are presented
in Hong Kong dollars and all values are rounded to the
nearest thousand except when otherwise indicated.

The Company acts as an investment holding company. The
principal activities of its principal subsidiaries are set out in
note 37 to the consolidated financial statements.
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2. APPLICATION OF NEW AND

REVISED HONG KONG FINANCIAL
REPORTING STANDARDS
(“HKFRSs”)

The Group has applied the following new and revised
HKFRSs issued by the Hong Kong Institute of Certified
Public Accountants for the first time in the current year.

Amendments to HKAS 19 Defined Benefit Plans: Employee
Contributions

Amendments to HKFRSs Annual Improvements to HKFRSs
2010-2012 Cycle

Amendments to HKFRSs Annual Improvements to HKFRSs

2011-2013 Cycle

The application of the new and revised HKFRSs in the
current year has had no material impact on the Group’s
financial performance and positions for the current and
prior years and/or on the disclosures set out in these
consolidated financial statements.
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3.

CHINA E-LEARNING GROUP LTD. - HFEIREHAEEEERAR

ISSUED BUT NOT YET EFFECTIVE

HKFRSs

The Group has not early applied the following new and
revised HKFRSs, that have been issued but are not yet

effective:

HKFRS 9

HKFRS 14

HKFRS 15

Amendments to HKFRS 11
Amendments to HKAS 1
Amendments to HKFRS 16

and HKAS 38

Amendments to HKAS 16
and HKAS 41

Amendments to HKAS 27

Amendments to HKAS 10
and HKAS 28

Amendments to HKFRS 10,
HKFRS 12 and HKAS 28

Amendments to HKFRSs

Financial Instruments'
Regulatory Deferral Accounts?
Revenue from Contracts with
Customers!
Accounting for Acquisitions of
Interests in Joint Operations®
Disclosure Initiative®
Clarification of Acceptable
Methods of Depreciation
and Amortisation®
Agriculture: Bearer Plants®

Equity Method in Separate
Financial Statements®

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture*

Investment Entities: Applying the

Consolidation Exception®

Annual Improvements to
HKFRSs 2012-2014 Cycle®
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3.

ISSUED BUT NOT YET EFFECTIVE

HKFRSs (continued)

L Effective for annual periods beginning on or after 1 January
2018.

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

8 Effective for annual periods beginning on or after 1 January
2016.

. Effective for annual periods beginning on or after a date to

be determined.

The directors anticipate that the adoption of the above new
standards, amendments and interpretations to existing
standards will not result in a significant impact on the
results and financial position of the Group.

SIGNIFICANT ACCOUNTING
POLICIES

Statement of compliance

These consolidated financial statements have been
prepared in accordance with HKFRSs. In addition, the
consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing
of Securities on the GEM of the Stock Exchange and the
Hong Kong Companies Ordinance.

Basis of preparation

The consolidated financial statements have been prepared
under the historical cost convention, except for certain
financial assets which have been measured at fair value, as
explained in the accounting policies set out below.
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4. SIGNIFICANT ACCOUNTING 4. TESFTEE @)

POLICIES (continueq)
Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December
2015. The financial statements of the subsidiaries are
prepared for the same reporting period as the Company,
using consistent accounting policies. The results of
subsidiaries are consolidated from the date of acquisition,
being the date on which the Group obtains control, and
continue to be consolidated until the date that such control
ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the
Group and to the non-controlling interests, even if this
results in the non-controlling interests having a deficit
balance. All inter-group assets and liabilities, equity,
income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.

The Group reassesses whether or not it controls an
investee if facts and circumstance indicate that there are
changes to one or more of the three elements of control
described in the accounting policy for subsidiaries below. A
change in the ownership interest of a subsidiary, without a
loss of control, is accounted for as an equity transaction.
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4. SIGNIFICANT ACCOUNTING

POLICIES (continueq)

Basis of consolidation (Continued)

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

Subsidiaries

A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Company. Control
is achieved when the Group is exposed, or has rights, to
variable returns from its involvement with the investee and
has the ability to affect those returns through its power
over the investee (i.e., existing rights that give the Group
the current ability to direct the relevant activities of the
investee).

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

(@ The contractual arrangement with the other vote
holders of the investee:

(b)  Rights arising from other contractual arrangements;
and

(c) The Group’s voting rights and potential voting rights.
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4.

SIGNIFICANT ACCOUNTING
POLICIES (continueq)

Subsidiaries (Continued)

The results of subsidiaries are included in the Company’s
profit or loss to the extent of dividends received and
receivable. The Company’s investments in subsidiaries
that are not classified as held for sale in accordance
with HKFRS 5 Non-current Assets Held for Sale and
Discontinued Operations are stated at cost less any
impairment losses.

Business combination and goodwill

Business combinations are accounted for using the
acquisition method. The consideration transferred is
measured at the acquisition date fair value which is the sum
of the acquisition date fair values of assets transferred by
the Group, liabilities assumed by the Group to the former
owners of the acquiree and the equity interests issued by
the Group in exchange for control of the acquiree. For each
business combination, the acquirer measures the non-
controlling interest in the acquiree either at fair value or at
the proportionate share of the acquiree’s identifiable net
assets. All other components of non-controlling interests
are measured at fair value. Acquisition-related costs are
expensed as incurred.

When the Group acquires a business, it assesses the
financial assets and liabilities assumed for appropriate
classification and designation in accordance with the
contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the
separation of embedded derivatives in host contracts by
the acquiree.

If the business combination is achieved in stages, the
previously held equity interest is remeasured at its
acquisition date fair value and any resulting gain or loss is
recognised in profit or loss.
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4.

SIGNIFICANT ACCOUNTING
POLICIES (continueq)

Business combination and goodwill
(Continued)

Any contingent consideration to be transferred by the
acquirer is recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability
that is a financial instrument and within the scope of HKAS
39 is measured at fair value with changes in fair value
either recognised in profit or loss or as a change to other
comprehensive income. If the contingent consideration
is not within the scope of HKAS 39, it is measured in
accordance with the appropriate HKFRS. Contingent
consideration that is classified as equity is not remeasured
and subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of
the aggregate of the consideration transferred, the amount
recognised for non-controlling interests and any fair value
of the Group’s previously held equity interests in the acquire
over the net identifiable assets acquired and liabilities
assumed. If the sum of this consideration and other items is
lower than the fair value of the net assets of the subsidiary
acquired, the difference is, after reassessment, recognised
in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less
any accumulated impairment losses. Goodwill is tested for
impairment annually or more frequently if events or changes
in circumstances indicate that the carrying value may be
impaired. The Group performs its annual impairment test of
goodwill as at 31 December. For the purpose of impairment
testing, goodwill acquired in a business combination is,
from the acquisition date, allocated to each of the Group’s
cash-generating units, or groups of cash-generating
units, that are expected to benefit from the synergies of
the combination, irrespective of whether other assets or
liabilities of the Group are assigned to those units or groups
of units.
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4. SIGNIFICANT ACCOUNTING 4. TESFTEE @)

POLICIES (continueq)

Business combination and goodwill
(Continued)

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where the
recoverable amount of the cash-generating unit (group of
cash-generating units) is less than the carrying amount,
an impairment loss is recognised. An impairment loss
recognised for goodwill is not reversed in a subsequent
period.

Where goodwill has been allocated to a cash-generating
unit (or group of cash-generating units) and part of the
operation within that unit is disposed of, the goodwill
associated with the operation disposed of is included in
the carrying amount of the operation when determining
the gain or loss on disposal of the operation. Goodwill
disposed of in this circumstance is measured based on the
relative values of the operation disposed of and the portion
of the cash-generating unit retained.

Fair value measurement

Fair value is the price that would be received to sell and
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.
The fair value measurement is based on the presumption
that the transaction to sell the asset or transfer the liability
takes place wither in the principal market for the asset or
liability, or in the absence of a principal market, in the most
advantageous market for the asset or liability. The principal
or the most advantageous market must be accessible
by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that
market participants act in their economic best interest.
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4. SIGNIFICANT ACCOUNTING

POLICIES (continueq)

Fair value measurement (Continued)

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the
asset in its highest and best use.

The Group uses valuation techniques that are appropriate
in the circumstances and for which sufficient date are
available to measure fair value, maximising the use of
relevant observable inputs and minimising the use of
unobservable inputs.

All assets and liabilities for which fair value is measured
or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based
on the lowest level input that is significant to the fair value
measurement as a whole:

Level 1 - based on quoted prices (unadjusted)
in active markets for identical assets or
liabilities

Level 2 - based on valuation techniques for which
the lowest level input that is significant to
the fair value measurement is observable,
either directly or indirectly

Level 3 - based on valuation techniques for which
the lowest level input that is significant
to the fair value measurement is
unobservable
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4.

SIGNIFICANT ACCOUNTING
POLICIES (continueq)

Fair value measurement (Continued)

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines
whether transfers have occurred between levels in the
hierarchy by reassessing categorisation (based on the
lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting
period.

Intangible assets (other than goodwill)

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

Non-current assets held for sale

Non-current assets and disposal groups are classified
as held for sale if their carrying amount will be recovered
principally through a sale transaction rather than through
continuing use. This condition is regarded as met only when
the asset (or disposal group) is available for immediate sale
in its present condition subject only to terms that are usual
and customary for sales of such asset (or disposal group)
and its sale is highly probable. Management must be
committed to the sale, which should be expected to qualify
for recognition as a completed sale within one year from
the date of classification.
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4. SIGNIFICANT ACCOUNTING

POLICIES (continueq)

Non-current assets held for sale
(Continued)

When the Group is committed to a sale plan involving loss
of control of a subsidiary, all of the assets and liabilities
of that subsidiary are classified as held for sale when the
criteria described above are met, regardless of whether
the Group will retain a non-controlling interest in its former
subsidiary after the sale.

When the Group is committed to a sale plan involving
disposal of an investment, or a portion of an investment, in
an associate or joint venture, the investment or the portion
of the investment that will be disposed of is classified as
held for sale when the criteria described above are met,
and the Group discontinues the use of the equity method
in relation to the portion that is classified as held for sale
from the time when the investment (or a portion of the
investment) is classified as held for sale. Any retained
portion of an investment in an associate or a joint venture
that has not been classified as held for sale continues to
be accounted for using the equity method. The Group
discontinues the use of the equity method at the time of
disposal when the disposal results in the Group losing
significant influence over the associate or joint control over
the joint venture.

After the disposal takes place, the Group accounts for
any retained interest in the associate or joint venture in
accordance with HKAS 39 unless the retained interest
continues to be an associate or a joint venture, in which
case the Group uses the equity method (see the accounting
policy regarding investments in associates or joint ventures
above).

Non-current assets (and disposal groups) classified as held
for sale are measured at the lower of their previous carrying
amount and fiar value less costs to sell.
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4. SIGNIFICANT ACCOUNTING 4. TESFTEE @)

POLICIES (continueq)
Property, plant and equipment

Property, plant and equipment held for use in the production
or supply of goods and services, or for administrative
purpose are stated at cost less subsequent accumulated
depreciation and accumulated impairment losses. The cost
of an item of property, plant and equipment comprises
its purchase price and any directly attributable costs of
bringing the asset to its working condition and location for
its intended use.

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

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

Leasehold improvements The shorter of the lease
terms or 20%
Furniture, fixtures and 20%

office equipment
Motor vehicles 20%
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4.

SIGNIFICANT ACCOUNTING
POLICIES (continueq)

Property, plant and equipment (Continued)

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

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

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than trade
and other receivables, inventories and financial assets),
the asset’s recoverable amount is estimated. An asset’s
recoverable amount is the higher of the asset’s or cash-
generating unit’s value in use and its fair value less costs
to sell, and is determined for an individual asset, unless
the asset does not generate cash inflows that are largely
independent of those from other assets or groups of
assets, in which case the recoverable amount is determined
for the cash-generating unit to which the asset belongs.
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4. SIGNIFICANT ACCOUNTING 4. TESFTEE @)

POLICIES (continueq)

Impairment of non-financial assets
(Continued)

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

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

Financial asset
Initial recognition and measurement

Financial assets of the Group within the scope of HKAS 39
are classified as loans and receivables and available-for-
sale financial assets, as appropriate. The Group determines
the classification of its financial assets at initial recognition.
When financial assets are recognised initially, they are
measured at fair value, plus, in the case of financial assets
not at fair value through profit or not, directly attributable
transaction costs.
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4. SIGNIFICANT ACCOUNTING

POLICIES (continueq)
Financial asset (Continued)
Initial recognition and measurement (Continued)

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

The Group’s financial assets include prepayments, deposits
and other receivables, financial assets at fair value through
profit or loss and cash and cash equivalents.

Subsequent measurement

The subsequent measurement of financial assets depends
on their classification as follows:

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. After initial measurement, such assets
are subsequently measured at amortised cost using
the effective interest rate method less any allowance for
impairment. Amortised cost is calculated by taking into
account any discount or premium on acquisition and
includes fees or costs that are an integral part of the
effective interest rate. The effective interest rate amortisation
is included in interest income in the profit or loss. The loss
arising from impairment is recognised in the profit or loss.
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4. SIGNIFICANT ACCOUNTING 4. TESFTEE @)

POLICIES (continueq)
Financial asset (Continued)

Subsequent measurement (Continued)
Available-for-sale financial assets

Available-for-sale financial assets are non-derivative
financial assets in listed and unlisted equity and debt
securities. Equity investments classified as available for sale
are those which are neither classified as held for trading
nor designated at fair value through profit or loss. Debt
securities in this category are those which are intended to
be held for an indefinite period of time and which may be
sold in response to needs for liquidity or in response to
changes in market conditions.

After initial recognition, available-for-sale financial assets are
subsequently measured at fair value, with unrealised gains
or losses recognised as other comprehensive income in the
available-for-sale assets valuation reserve until the assets is
derecognised, at which time the cumulative gain or loss is
recognised in the profit or loss in other income, or until the
investment is determined to be impaired, at which time the
cumulative gain or loss is recognised in the profit or loss in
other operating expenses and removed from the available-
for-sale investment valuation reserve. Interest and dividends
earned are reported as interest income and dividend
income, respectively and are recognised in the profit or loss
as other income in accordance with the policies set out for
“Revenue recognition” below.

When the fair value of unlisted equity securities cannot be
reliably measured because (a) the variability in the range
of reasonable fair value estimates is significant for that
investment or (b) the probabilities of the various estimates
within the range cannot be reasonably assessed and used
in estimating fair value, such securities are stated at cost
less any impairment losses.
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4. SIGNIFICANT ACCOUNTING 4. TESFTEE @)

POLICIES (continueq)
Financial asset (Continued)

Subsequent measurement (Continued)
Available-for-sale financial assets (Continued)

The Group evaluates its available-for-sale financial assets
whether the ability and intention to sell them in the near
term are still appropriate. When the Group is unable to
trade these financial assets due to inactive markets and
management’s intent to do so significantly changes in the
foreseeable future, the Group may elect to reclassify these
financial assets in rare circumstances. Reclassification
to loans and receivables is permitted when the financial
assets meet the definition of loans and receivables and the
Group has the intent and ability to hold these assets for
the foreseeable future or to maturity. Reclassification to the
held-to-maturity category is permitted only when the entity
has the ability and intent to hold until the maturity date of
the financial asset.

For a financial asset reclassified out of the available-for-
sale category, any previous gain or loss on that asset that
has been recognised in equity is amortised to profit or loss
over the remaining life of the investment using the effective
interest rate. Any difference between the new amortised
cost and the expected cash flows is also amortised over
the remaining life of the asset using the effective interest
rate. If the asset is subsequently determined to be
impaired, then the amount recorded in equity is reclassified
to the profit or loss.
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4.

SIGNIFICANT ACCOUNTING
POLICIES (continueq)

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is
derecognised when (i) the rights to receive cash flows from
the asset have expired; or (i) the Group has transferred its
rights to receive cash flows from the asset or has assumed
an obligation to pay the received cash flows in full without
material delay to a third party under a “pass-through”
arrangement; and either (a) the Group has transferred
substantially all the risks and rewards of the asset, or (b)
the Group has neither transferred nor retained substantially
all the risks and rewards of the asset, but has transferred
control of the asset.

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

Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration that the Group could be required
to repay.
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4. SIGNIFICANT ACCOUNTING

POLICIES (continueq)
Impairment of financial assets

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

Available-for-sale financial assets

For available-for-sale financial assets, the Group assesses
at the end of each reporting period whether there is
objective evidence that an investment or a group of
investments is impaired.

If an available-for-sale financial asset is impaired, an
amount comprising the difference between its cost (net of
any principal payment and amortisation) and its current fair
value, less any impairment loss previously recognised in the
profit or loss, is removed from other comprehensive income
and recognised in the profit or loss.
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4. SIGNIFICANT ACCOUNTING 4. TESFTEE @)

POLICIES (continueq)
Impairment of financial assets (Continued)
Assets carried at cost

If there is objective evidence that an impairment loss has
been incurred on an unquoted equity instrument that is
not carried at fair value because its fair value cannot be
reliably measured, or on a derivative asset that is linked
to and must be settled by delivery of such an unquoted
equity instrument, the amount of the loss is measured as
the difference between the asset’s carrying amount and the
present value of estimated future cash flows discounted at
the current market rate of return for a similar financial asset.
Impairment losses on these assets are not reversed.

Inventories

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

Cash and cash equivalents

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

POLICIES (continueq)

Cash and cash equivalents (Continued)

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

Financial liabilities
Initial recognition and measurement

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

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

The Group’s financial liabilities include trade and other
payables and financial derivative.

Subsequent measurement

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include
financial liabilities held for trading and financial liabilities

designated upon initial recognition as at fair value through
profit or loss.
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4. SIGNIFICANT ACCOUNTING 4. FEETFHEXR#®
POLICIES (continueq)
Financial liabilities (Continuea) cREEw)

Subsequent measurement (Continued)

Financial liabilities at fair value through profit or loss
(Continued)

Financial liabilities are classified as held for trading if they
are acquired for the purpose of selling in the near term. This
category includes derivative financial instruments entered
into by the Group that are not designated as hedging
instruments in hedge relationships as defined by HKAS 39.
Separated embedded derivatives are also classified as held
for trading unless they are designated as effective hedging
instruments. Gains or losses on liabilities held for trading
are recognised in the profit or loss. The net fair value gain
or loss recognised in the profit or loss does not include any
interest charged on these financial liabilities.

Financial liabilities designated upon initial recognition as at
fair value through profit or loss are designated at the date
of initial recognition and only if the criteria in HKAS 39 are
satisfied.

Loans and borrowings

After initial recognition, loans and borrowings are
subsequently measured at amortised cost, using
the effective interest rate method unless the effect of
discounting would be immaterial, in which case they are
stated at cost. Gains and losses are recognised in the
profit or loss when the liabilities are derecognised as well
as through the effective interest rate method amortisation
process.
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4. SIGNIFICANT ACCOUNTING 4. TESFTEE @)

POLICIES (continueq)
Financial liabilities (Continued)

Subsequent measurement (Continued)
Loans and borrowings (Continued)

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

Convertible notes

Convertible notes issued by the Company that contain
the liability, conversion option and early redemption option
are classified separately into respective items on initial
recognition. Conversion option that will be settled by the
exchange of a fixed amount of cash or another financial
asset for a fixed number of the Company’s own equity
instruments is classified as an equity instrument.

At the date of issue, both the liability and early redemption
option components are measured at fair value. The
difference between the gross proceeds of the issue of the
convertible notes and the fair value assigned to the liability
and early redemption option components respectively,
representing the conversion option for the holder to convert
the loan notes into equity, is included in equity (convertible
notes equity reserve).

In subsequent periods, the liability component of the
convertible notes is carried at amortised cost using the
effective interest method. The early redemption option is
measured at fair value with changes in fair value recognised
in the profit or loss.
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4. SIGNIFICANT ACCOUNTING 4. TESFTEE @)

POLICIES (continueq)
Financial liabilities (continued)

Subsequent measurement (Continued)
Convertible notes (Continued)

The equity component, representing the option to convert
the liability component into ordinary shares of the Company,
will remain in convertible notes equity reserve until the
embedded conversion option is exercised (in which case
the balance stated in convertible notes equity reserve will
be transferred to share premium). Where the conversion
option remains unexercised at the expiry date, the balance
stated in convertible notes equity reserve will be released to
retained profits. No gain or loss is recognised in the profit
or loss upon conversion or expiration of the conversion
option.

Transaction costs that relate to the issue of the convertible
notes are allocated to the liability, equity components
in proportion to the allocation of the gross proceeds.
Transaction costs relating to the equity component are
charged directly to equity. Transaction costs relating to the
liability component are included in the carrying amount of
the liability component and amortised over the period of the
convertible notes using the effective interest method.

When the conversion price is reduced (except for an anti-
dilutive adjustment), the incremental consideration which
represents the value of additional shares to be converted
under the reduced conversion price is recognised in the
profit or loss with a corresponding adjustment to other
reserve. The amount of incremental consideration is
transferred to share premium at the time the conversion
price is reduced.
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4. SIGNIFICANT ACCOUNTING

POLICIES (continueq)
Derecognition of financial liabilities

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

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

Offsetting of financial instruments

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

Provisions

Provisions are recognised when the Group has a
present obligation as a result of a past event, and it is
probable that the Group will be required to settle that
obligation. Provisions are measured at the best estimate
of consideration required to settle the present obligation
at the end of the reporting period, taking into account the
risks and uncertainties surrounding the obligation. Where
a provision is measured using the cash flows estimated
to settle the present obligations, its carrying amount is
the present value of those cash flow (where the effect is
material).
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4. SIGNIFICANT ACCOUNTING
POLICIES (continueq)

Revenue recognition

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

(i) Tuition revenue from educational programs is
recognised on a time-proportion basis, using the
straight-line method, over the duration of the relevant
educational programs.

(i)  Revenue from sales of educational materials and
products is recognised when the products are
delivered and title has passed to customers.

(i) Interest income is recognised as it accrues using the
effective interest method.

Employee benefits

(i) Short term employee benefits and
contributions to defined contribution
retirement plans

The obligations for contributions to defined
contribution retirement scheme are recognised as an
expense in the profit or loss as incurred. The assets
of the scheme are held separately from those of the
Group in an independent administered fund.

Employee entitlements to annual leave and long
service payments are recognised when they accrue to
employees. A provision will be made for the estimated
liability for annual leave and long service payments as
a result of services rendered by employees up to the
end of the reporting period.

Employee entitlements to sick leave and maternity
or paternity leave are not recognised until the time of
leave.
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4. SIGNIFICANT ACCOUNTING
POLICIES (continueq)

Employee benefits (Continued)

(ii)

Share-based payments

The Group operates equity-settled share-based
compensation scheme (“Scheme”) to remunerate its
employees.

For share options granted under the Scheme, the
fair value of the employees’ services rendered in
exchange for the grant of the options is recognised
as an expense immediately and credited to the share-
based payment reserve under equity. Where the
employees are required to meet vesting conditions
before they become entitled to the options, the
Group recognises the fair value of the options
granted over the vesting periods. At the end of each
reporting period, the Group revises its estimates of
the number of options that are expected to become
exercisable. It recognises the impact of the revision
of the original estimates, if any, in the profit or loss,
and a corresponding adjustment to the share-based
payment reserve.

Upon exercise of the share options, the resulting
shares issued are recorded by the Company as
additional share capital at the nominal value of the
shares, and the excess of the exercise price over
the nominal value of the shares is recorded by
the Company in the share premium account. The
equity amount is recognised in the share- based
payment reserve until the option is exercised when
it is transferred to the share premium account. If the
options lapse unexercised, the related share-based
payment reserve is transferred directly to retained
profits.
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4.

SIGNIFICANT ACCOUNTING
POLICIES (continueq)

Leases

Leases that transfer substantially all the rewards and risks
of ownership of assets to the Group, other than legal title,
are accounted for as finance leases. At the inception of a
finance lease, the cost of the leased asset is capitalised
at the present value of the minimum lease payments and
recorded together with the obligation, excluding the interest
element, to reflect the purchase and financing. Assets
held under capitalised finance leases, including prepaid
land lease payments under finance leases, are included in
property, plant and equipment, and depreciated over the
shorter of the lease terms and the estimated useful lives of
the assets. The finance costs of such leases are charged to
the profit or loss so as to provide a constant periodic rate
of charge over the lease terms.

Assets acquired through hire purchase contracts of a
financing nature are accounted for as finance leases, but
are depreciated over their estimated useful lives.

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

Prepaid land lease payments under operating leases are
initially stated at cost and subsequently recognised on the
straight-line basis over the lease terms.
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4. SIGNIFICANT ACCOUNTING

POLICIES (continueq)
Borrowing costs

All borrowing costs are recognised as and included in
finance costs in the profit or loss in the period in which they
are incurred.

Income tax

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

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

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

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

o where the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and,
at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and
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4. SIGNIFICANT ACCOUNTING
POLICIES (continueq)

Income tax (Continued)

in respect of taxable temporary differences associated
with investments in subsidiaries, associates and
joint ventures, where the timing of the reversal of
the temporary differences can be controlled and it
is probable that the temporary differences will not
reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible

temporary differences, carry forward of unused tax credits

and unused tax losses, to the extent that it is probable that

taxable profit will be available against which the deductible

temporary differences, and the carry forward of unused tax

credits and unused tax losses can be utilised, except:

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

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

POLICIES (continueq)

Income tax (Continued)

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

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

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

Foreign currencies

These financial statements are presented in Hong Kong
dollars, which is the Company’s functional and presentation
currency. Each entity in the Group determines its own
functional currency and items included in the financial
statements of each entity are measured using that
functional currency. Foreign currency transactions recorded
by the entities in the Group are initially recorded using
their respective functional currency rates ruling at the
dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are retranslated at the
functional currency rates of exchange ruling at the end of
the reporting period. All differences are taken to the profit
or loss.
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4. SIGNIFICANT ACCOUNTING 4. FESTBR @
POLICIES (continueq)
Foreign currencies (Continued) S m)
Non-monetary items that are measured in terms of AR SR ANET 2 2 INEDIEFERIEE - 127
historical cost in a foreign currency are translated using the HRGAMERBRE - INERNTEFEZ
exchange rates at the dates of the initial transactions. Non- JEEMIEE - B AFEREEB B EXRR
monetary items measured at fair value in a foreign currency H o

are translated using the exchange rates at the date when
the fair value was determined.

The functional currencies of certain overseas subsidiaries B TEINGB AR KB E QR 2 T Re & Th%5
and associates are currencies other than the Hong Kong TTAINE® - RIEHR REEBZEER
dollar. As at the end of the reporting period, the assets and BEAREHREACEZTRESEAARICE
liabilities of these entities are translated into the presentation wMEL  HEDZANEFINEFSERRE
currency of the Company at the exchange rates ruling at BIT °

the end of the reporting period and their profit or loss are
translated into Hong Kong dollars at the weighted average
exchange rates for the year.

The resulting exchange differences are recognised in other FITEE & 2 [ 3 2 BB A B Ath 2 T M N AERR I R
comprehensive income and accumulated in the exchange bE SR BREN R o HEBINERER - Bk
fluctuation reserve. On disposal of a foreign operation, the BESINEBBR < EMEEKRARLD - 718
component of other comprehensive income relating to that R T LARERR o

particular foreign operation is recognised in the profit or

loss.

For the purpose of the consolidated statement of cash REEHREMERME  BINIBARIZE S
flow, the cash flows of overseas subsidiaries are translated mENRAeRE AR EXRRERETT - F
into Hong Kong dollars at the exchange rates ruling at the HNTBARIEFRNETE LR 2B REHRE
dates of the cash flows. Frequently recurring cash flows of A INRE e R M E ST o

overseas subsidiaries which arise throughout the year are
translated into Hong Kong dollars at the weighted average
exchange rates for the year.

CHINA E-LEARNING GROUP LTD. - HFEIREHAEEEERAR



4. SIGNIFICANT ACCOUNTING
POLICIES (continueq)

Related parties

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

the party, directly or indirectly through one or more
intermediaries, (i) controls, is controlled by, or is under
common control with, the Group; (i) has an interest
in the Group that gives it significant influence over the
Group; or (iii) has joint control over the Group;

the party is an associate;

the party is a jointly-controlled entity;

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

the party is a close member of the family of any
individual referred to in (a) or (d);

the party is an entity that is controlled, jointly
controlled or significantly influenced by or for which
significant voting power in such entity resides with,
directly or indirectly, any individual referred to in (d) or
(e); or

the party is a post-employment benefit plan for the
benefit of the employees of the Group, or of any
entity that is a related party of the Group.
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5. SIGNIFICANT ACCOUNTING 5. BARESTHE RS

JUDGMENTS AND ESTIMATIONS

The preparation of the Group’s financial statements
requires management to make judgments, estimates and
assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the disclosure of
contingent liabilities, at the end of the reporting period.
However, uncertainty about these assumptions and
estimates could result in outcomes that could require a
material adjustment to the carrying amounts of the assets
or liabilities affected in the future.

Judgments

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

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a
straight-line basis over their estimated useful lives, after
taking into account their estimated residual value. The
Company assesses annually the residual value and the
useful lives of the property, plant and equipment and if
the expectation differs from the original estimates, such
differences from the original estimates will affect the
depreciation charges in the year in which the estimates
change.

Estimation uncertainty

The key assumptions concerning the future and other key
sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, are discussed below.
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5.

SIGNIFICANT ACCOUNTING
JUDGMENTS AND ESTIMATIONS

(Continued)
Estimation uncertainty (Continued)
Impairment loss on trade and other receivables

Management regularly reviews the recoverability and age of
the trade and other receivables. Appropriate impairment for
estimated irrecoverable amounts is recognised in the profit
or loss when there is objective evidence that the asset is
impaired.

In determining whether impairment on trade and
other receivables is required, the Company takes into
consideration the current creditworthiness, the past
collection history, age status and likelihood of collection.
Specific allowance is only made for receivables that are
unlikely to be collected and is recognised on the difference
between the estimated future cash flow expected to receive
of which discounted by using the original effective interest
rate and its carrying value. If the financial conditions of
customers of the Company were to deteriorate, resulting in
an impairment of their ability to make payments, additional
impairment may be required.

Valuation of share options granted

The fair value of share options granted was calculated
using the Black-Scholes valuation model/Trinomial Option
Pricing Model which requires the management’s estimates
and assumptions on significant calculation inputs, including
the estimated life of share options granted, the volatility of
share price and expected dividend yield. Change in the
subjective input assumptions could materially affect the fair
value estimate.
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5. SIGNIFICANT ACCOUNTING 5. BRESTHE R

JUDGMENTS AND ESTIMATIONS

(Continued)

Estimation uncertainty (Continued)

CERLEESEIE )

Impairment loss of goodwiill B E A1

Determining whether goodwill needs impairment requires ETNERERERERANEN RN E LR
an estimation of the value is use of the cash-generating CEABM2FERAEEEDGE - stEERAE
units to which goodwill has been allocated. The value in BENERAMTTEARIREREELSEN 2
use calculation requires the entity to estimate the future BemE MERWRERUGTEIRE - WERR
cash flows expected to arise from the cash-generating RReRERERD - AIgELEERNFHERE
unit and a suitable discount rate in order to calculate the 8o

present value. Where the actual future cash flow is less
than expected, a material impairment loss may arise.

As at 31 December 2015, the carrying amount of goodwill
is nil (2014: Nil).

R-F-—AF+-_A=1t—8 BEZKEE
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6. OPERATING SEGMENT 6. KESB|ER
INFORMATION

Business segments

Operating segments are identified on the basis of internal

E 3 S|

RED AR RSB AR DA RE

reports about components of the Group that are regularly TEREBEEITHH  MEDTHHREZLER
reviewed by the chief operating decision maker in order REBTGR  NEHEEYBETERD I RT
to allocate resources to the segment and to assess its HERR -

performance.

The Group is currently having one continuing operating AARKEBEAIRE—hREE —ERELEHE

segment on a single business in a single geographical
location, which is the provision of an internet platform for
the facilitation of education program in Chinese medicine
and other advisory and training programs in the PRC,
and all the assets are substantially located in the PRC.
Accordingly, there is only one single reportable segment of
the Group which is regularly reviewed by the chief operating
decision maker.
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6. OPERATING SEGMENT 6. KEsBER »
INFORMATION (continueq)

Information about a major customer FERXEFZER
No transactions with a single external customer amount REE-Z—RAFR-T—NOFF+_A="+—
to 10% or more of the Group’s revenue during the years HIEFE @ BIEE—IINEEF RSB LAE
ended 31 December 2015 and 2014. B A 10% A L o
7. REVENUE 7. WA
An analysis of the Group’s turnover for the years is as REBRERN 2 EFELTWT -
follows:
2015 2014
= 0%
HK$’000 HK$’000
FHBT FBT
Tuition fee revenue HEREZWA 45,701 47,474
45,701 47,474
8. OTHER INCOME 8. HzltA
2015 2014
=F-1F B
HK$’000 HK$’000
FBT FBT
Gain on disposal of property, HEME  BE&
plant and equipment etz W - 19
Interest income FEMA 74 1,929
Dividend income on financial assets BREREATETEZ
at fair value through profit or loss SREEZ IREWA 216 =
Sundry income FETEWA 20 1,891
310 3,839
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9. OTHER EXPENSES

9. HMpx

2015 2014
—E-HF —ET-mEF
HK$’000 HK$’000
FET FA&IT
Donations B 246 251
Net realised losses on financial assets BREBEREATEFEZ
at fair value through profit or loss CREE L FRERFE 4,122 =
Net unrealised losses on financial assets FRESREATETEZ
at fair value through profit or loss TREE AREREERTE 802 =
5,170 251
10. FINANCE COSTS, NET 10. R E RN 5
2015 2014
—E-HF —ET-mEF
HK$’000 HK$’'000
FEx FA&TT
Interest expenses on financial liabilities REE AT EZ SRIBE
measured at amortised cost ZHBHAX 630 7,292
Compensation for non-cash settlement CRIBEHRSEFRE
on financial liabilities - 3,000
630 10,292
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11. LOSS FOR THE YEAR 1M1. AFEFE

2015 2014
S —TmF
HK$’000 HK$’000
FET T
Loss before tax has been arrived at after BrETAIETIE E kR

charging: TAIFIE ¢
Staff costs (including directors’ emoluments)  EEA (BIEZEEMS)

— basic salaries and allowances — EARE & NoEEL 12,340 9,435

— contributions to defined contribution plans — FREE G 2 B 1,169 712

— other - Htb - 1,000

— equity-settled share-based payments - AR E

Z VAR AT FRIE 7,433 1,259
Total staff costs FEU = YN 20,942 12,406
Auditors remuneration: ZEREE -

— Audit service - ZE RS 520 487
Legal and professional fee FREMNEEER 4,953 7,229
Depreciation of property, Y% - RENEREITE

plant and equipment 1,643 1,282
Payments under operating lease for T RIEFREETRL

land and buildings RN NE 1,749 2,383
Equity-settled share-based payments VARG #E 4 H 2 LARR S AT /I8 16,537 5,730
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For the year ended 31 December 2015 BiE T —hAF +—_A=+—HILFE
(Expressed in HK$) (LAB TR )
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a.

12. DIRECTORS’ AND EMPLOYEES’ 12. EEREEMS
EMOLUMENTS
Directors’ emoluments a. EEXMe
Salaries, Equity- Payments for
allowances settled termination of
and benefits ~ Retirement share-based Performance  service of
in kind scheme  payments related directors
Fees %% 28 contribuons NRELEZ  bonuses AULEZRE Total
we  REVAE BAHELR MRXARE RBEBRA WL E @t
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$000 HK$'000
Tén T Thn T T Tén T
For the year ended BZ-5-1F
31 December 2015 TZR=t-HLEE
Executive Directors YrES
Mr. Yuan Wei RERE - 996 18 1,352 - - 2,366
Mr. Yang Jiin (note) R (B - 2,162 18 1,352 - - 353
Non-Executive Director HTES
M. Li Xiangjun FfERE 100 300 - - - - 400
Independent Non-Executive BUFAnES
Directors
Dr. Huang Chung Hsing EXART 60 - - - - - 60
Ms. Li Ya Ru Nancy EY i 100 - - - - - 100
M. Li Qunsheng (note i R (Rt 100 - - - - - 100
360 3,458 36 2,704 - - 6,558
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12. DIRECTORS’ AND EMPLOYEES’ 12. EEREEME »
EMOLUMENTS (continueq)

a. Directors’ emoluments (Continued) a. EEME @
Salaries, Equity- Payments for
allowances settled termination of

andbenefits ~ Retirement  share-based  Performance service of

in kind scheme payments related directors
Fees  H& #%  contbuons HREEEZ bonuses X IFEZ R Total

e REONE RIHEER MBAEE RREEEL PANES it
HKB000  HKS000  HKS000  HKBOOD  HKEO00  HKSO00  HKS0O
TiEm Thn ThR Tiém Thn TR Thr

For the year ended BE-Z2-mE

31 December 2014 tZA=+-ALEE
Executive Directors YIES
Mr. Chen Hong (note i) Btk (M) - 17 - - - 1,000 117
Mr. Yuan Wel RERE - 699 17 399 - = 1,115
M. Yang Jiin BEmEE - 354 9 - - - 363
Non-Executive Director FATES
M. Li Xiangjun SRERE 100 300 = - - = 400
Independent Non-Executive BUHTES

Directors
Dr. Huang Chung Hsing EREET 60 - - - - - 60
M. Cheung Wai Tak (note i REEEE (i) 10 - - - - - 10
Ms. Li Ya Ru Nancy £, 100 - - - - - 100
Mr. Li Qunsheng ZROGE 89 - - - - - 89

359 1470 2% 399 - 1,000 3254
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12. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (continueq)

a. Directors’ emoluments (Continued)
Notes:
(i) Mr. Yang Jilin was appointed on 8 July 2014.
(ii) Mr. Li Qunsheng was appointed on 7 February 2014
(iii) Mr. Chen Hong resigned on 14 February 2014.

(iv) Mr. Cheung Wai Tak resigned on 7 February 2014.

The amounts of equity-settled share-based payments
were measured according to the Group’s accounting
policies for share-based payment transactions as set
out in note 4 to the financial statements.

None of the directors of the Company waived
or agreed to waive any emoluments paid by the
Company and no incentive payment for joining the
Company to any director of the Company during the
two years ended 31 December 2015 and 2014.
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12. EEREEME »

BEEME 2
MI5E -

) BEFREER-_T-—NFLAN\BES

(ii) i%@%i%:%*@i:ﬁtﬁ%é

(iif) ;%%EE’Q\:?*EEZH‘F@E%

(iv) g%%%i%:%*@i:ﬂtﬁ%
£

DB HE A2 2 LA S SR B T IR B8 T
RN 4 FT AR A BB 525
s @B -

HE_ZT—hGEER-_FT—WOFE+=A
=t HIEMEFE  HMEAQFES
WE SR B REEM B AR AT 2B
0 INEBINALRR R X HEREE R
ETYARBMEMES -
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12. DIRECTORS’ AND EMPLOYEES’ 12. EEREEME »
EMOLUMENTS (continueq)

b. Five highest paid individuals b. EluERSHAL
Of the five individuals with the highest emoluments AEBRUSERFATBREARRRME
in the Group, two (2014: two) were directors of the ZENE:RB)ES BEZEHN
Company, whose remunerations are included in REXEE SN TEB=R(ZF—
the disclosures above. The remunerations of the F:=F) AL ZFHT ¢
remaining three (2014: three) individuals were as
follows:
2015 2014
—E-hfF —E—mE
HK$’000 HK$’'000
FET FAT
Salaries allowances and benefits e EAREYHN =
in kind 3,066 2,285
Retirement scheme contributions RIRGTEIMEFR 18 17
Equity-settled share-based payments AR R4S & 2 LARE 2 (3008 3,718 860
6,302 3,162
Their remunerations were within the following band: BE2EHMER THIEER
Number of individuals
AE
2015 2014
—E-AfF —E—mEF
HK$ Nil to HK$1,000,000 =% 1,000,000 7T 0 2
HK$1,000,001 to HK$1,500,000 1,000,001 & T
% 1,500,000/ 7T 5 1
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e PR R M

For the year ended 31 December 2015 HE—_Z—HAF+_A=+—HILFE
(Expressed in HK$) (LAB TR )

13. INCOME TAX 13. 8%
During the year ended 31 December 2015, no Hong Kong (ZE_F-AFTA=T—HIEFE  #HR
profits tax has been provided for as the Group did not REEWBNEBEEFMERBEF - B3
generate any taxable profits in Hong Kong (2014: Nil). BELBEBNEHEE (S —NF : &) -
PRC subsidiaries are subject to PRC Enterprise Income tax FEE AR 51 25% (ZZF—PU4F : 25%) K
at 25% (2014: 25%). Taxation arising in other jurisdictions MEBMPBDEMEN - Hth e EERES
is calculated at the rates prevailing in the respective 2 BIBERS ERERE 2 RITH RS
jurisdictions.
The tax charge for the year can be reconciled to the loss REEHNRERSGEERKEMEZANRERZ
before tax per the consolidated statement of profit or loss PBRALATEEE AR ¢

and other comprehensive income as follows:

2015 2014

—E-HF —ZT

HK$’000 HK$’'000

FET FH&T

Loss before tax BrEERIE R (33,187) (47,417)

Tax at respective applicable tax rates ZiERE A ﬁi‘i%ﬂr?ﬁZﬁE (5,291) (6,697)
Tax effect of expenses not deductible PAHIF AT 2 RS &

for tax purposes 15,497 20,144
Tax effect of income not taxable for DA 2 TS5 22

tax purposes (11,425) (15,209)

Tax effect of tax losses not recognised AERTRIBEE Z RETE 1,219 1,762

Income tax for the year REFZHFTSH - =
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14,

15.

DIVIDEND

No dividend was paid or proposed for the year ended 31
December 2015, nor has any dividend been proposed
since the end of the reporting period (2014: Nil).

LOSS PER SHARE

The calculation of the basic loss per share is based on the
loss for the year attributable to the owners of the Company
of approximately HK$41,875,000 (2014: HK$56,872,000),
and based on the weighted average number of shares
in issue during the year of approximately 3,072,867,000
ordinary shares, as adjusted to reflect the exercise of share
options and share repurchased (2014: 2,063,322,000
ordinary shares, as adjusted to reflect the shares by
conversion of convertible notes, exercise of share options
and issuance of placing shares) during the year.

14.

15.

Hﬁ /%\

(E_E-AF+ - A=1t—HILFEIER
MHRBRAERAR R - RBE ARG IEEZZ
IRAERRE (ZT—TF : &) -

BREE
BREAEBEDIREAFEAQRFFAEA
JiE {5 /&5 48 941,875,000 7L ( — & — PO £F :
56,872,000 7T ) » bA R AR 8 B DA R BR 5F AT
{5 B AR R AR 15 [B1 B T B2 1T AR D < F N B 87T
%15 hn#E 39 £k B %93,072,867,000 % & 18 A%
(ZZ— 4 : 2,063,322,000 f% @M% - &£
AR B R AT A AR R IR R 1T R
BITRERMD ) FTE o
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16. GOODWILL 16. B2
HK$’000
F&TT
Cost Jo %N
At 1 January 2014, 31 December 2014 \72 mE—H—H -
and 31 December 2015 —WFE+—A=+—HK
_£¢+—H:+_E 679,104
Accumulated impairment losses Z5HREEER
As at 1 January 2014, 31 December 2014 RZE—MFE—-—H—FH "
and 31 December 2015 —FE+=—A=+—HxK
—hE+=-A=1+—8H (679,104)
Carrying amounts RREE
At 31 December 2015 RZE—AF+=-A=+—H -
At 31 December 2014 —MmE+=—A=+—H -
Note: BiaE -

Goodwill arose on acquisition of subsidiaries New Beida
Business Study Net Group Limited is HK$647,598,000 on
27 February 2008.

ii. Goodwill arose on acquisition of subsidiaries, IIN Medical
(BVI) Group Limited (“IIN Medical (BVI)”") and its subsidiaries
on 23 April 2009.

Goodwill arose on acquisition of non-controlling interests
of Hunan IIN Medical Network Technology Development
Company Limited, a subsidiary of IIN Medical (BVI), in May
20009.

Goodwill arose on acquisition of ii and iii is HK$31,506,000.
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HEDN-_EENE_A -+t B KBNS
ARFEABBREEEFRARKEL A
647,598,000/8 7T °

?ﬁéﬁfﬁﬁf\fY ZNEMNA - +=RBKREHRB
X m B AL 8 % (BVI) S B B R 2~ ) ([ B A7 8% 52
BV ) R EMBARRELS

Fﬁﬁi)}ﬁf TTENFRANERABEZEEBV) .2
MEAR —WrEMEEREREREERA
TZ?FEH@E ERFEEAE ©

P Th A WS i Kz BF EE A+ /531,506,000 7

JC °



16. GOODWILL (continued) 16. B2 &)

Impairment testing of goodwill B R E R
Acquisition of New Beida Business Study i  KEFUABEHEBERL A ([F
Net Group Limited (“New Beida”) A

As at the year ended 31 December 2009, the Group
had performed an impairment testing of goodwill
arose on acquisition of New Beida with reference to a
valuation carried out by LCH (Asia — Pacific) Surveyors
Limited (“LCH”), an independent qualified valuer. As
New Beida sustained a negative cash flow for the
year ended 31 December 2009 and such position
was expected to continue in the foreseeable future,
the directors of the Company were of the opinion that
the income approach was inappropriate to reflect the
value of New Beida as at 31 December 2009. The
asset-based approach had been adopted for the
valuation for the year ended 31 December 2009, as
opposed to the valuation carried out by LCH for the
year ended 31 December 2008 where the income
approach was adopted. Based on the business
valuation, the Group had recognised an impairment
loss of HK$326,115,000 in relation to goodwill arose
on acquisition of New Beida for the year ended
31 December 2009 (2008: HK$321,483,000). As a
result, the goodwill arose on acquisition of New Beida
was identified to be fully impaired.

HE - ZTAF+-_A=+—HIF
B AEBREBYAERGHERMF S
TRIERMAERAR(TFEET FREZ
HE ETERENILAMEER BN
AR - ARFUEAREBEE_ZTT L
FH-A=+—HALFEREHGSAER
SRE - MR BN RRKDA
S ARREEFRAR  WAETEE
REFIERRZZEZENLFF+_A=1+—
AzEE BEEELDHEMEREZE
—ETAF+-_A=Z+—BULEEZME
BA%E MABETARBEE=ZZTN\F
T Z A=+ —RIEFERRRAEETT
HE - ERN LM EBEE - NEERE
EETAF+ _A=+—HIEER
REBAWBEFILAMEEBE 2 RE
/& $#8326,115,000/& ;L ( Z T )\ F :
321,483,000/ 70 ) » At - FULEE FT 4L
AMEAZ AEERAEZERE -
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16. GOODW".L (Continued)

Impairment testing of goodwill (Continued)

ii.

Acquisition of IIN Medical (BVI)

As at the year ended 31 December 2010, the Group
has performed an impairment testing of goodwill
arose on acquisition of IIN Medical (BVI) with
reference to a valuation carried out by Grant Sherman
Appraisal Limited, based on cash flow forecasts
derived from the most recent financial budgets for the
next five years with a discount rate of 17.83%. The
directors of the Company were of the opinion, based
on the business valuation, that there the Group had
recognised an impairment loss of HK$31,506,000 in
relation to goodwill arose from the acquisition of 1IN
Medical (BVI) as at 31 December 2010. As a result,
the goodwill of HK$31,506,000 on acquisition of IIN
Medical (BVI) was identified to be fully impaired.

The recoverable amount of the goodwill has been
determined on the basis of value-in-use calculation.
The key factors for the value-in-use calculation are
discount rates, growth rates and expected changes
in revenue and direct costs. Capital Asset Pricing
Model has been adopted to estimate the discount
rate by using market data of other companies with
business similar to IIN Medical (BVI). The growth
rate is based on the historical Consumer Price
Index of the PRC. Changes in revenue and direct
costs are based on past performance of [IN Medical
(BVI) and management’s expectation of the market
development.
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16. B2 &)
EEREAR 2

ii.

W fE B AT B8 2 (BVI)

BHE-_T-—TF+-_A=+—RHILF
Ev$ﬁlNV¢m%ﬁﬁ@ AMEL
Z 1B ¢ A RS B A B B BVI) M E
EZABETRENR - BEGET
BERETARAFHKRBE (BHIR X
17.83%) MiEIT 2 IR &M= TEAIHETT o &
NAEERA BEZEBMHE &5
EEMR-_Z—ZTF+_A=+—HH
iz B [ =71 B8 2% (BVI) M 2 £ 2 P B HE R
{EE51831,506,000/8 7T ° E It » AU EE
B 51 B &2 (BVI) M /2= A 2 752 31,506,000
BILEABEZERE -

HEZARECEEREREETER
EET FHAEBEFEZETZEREZRK
mREEKRARZBERER B RERIEH
2E o BEAEEEERADEERMA - A
HAEEMEZEBVWVRBEAUEL 2 H
fib AR 2 % BURMET IR K - R
DERFPBE 2 BEEEYMEREGE
Wezs R B3 KA 2 B 8 T AR 5 B 57 B8 4
B BARRREEEHMEBER 2
RIEMmIEL °



17. PROPERTY, PLANT AND 17. 9% - BER®RE
EQUIPMENT

Furniture,
fixtures
and office
equipment
Leasehold BRI Motor
improvements #ER vehicles Total
HEWEEE MAERME B et
HK$'000 HK$'000 HK$’000 HK$'000
FHT FHAT TAT TAT
Cost AR
At 1 January 2014 RZT—lmF
—H—H 998 14,712 422 16,132
Additions N - 148 7,092 7,240
Disposal & = = (76) (76)
Exchange realignment bE SR - (325) (14) (339)
At 31 December 2014 N_TE—F
+=A=+—8 998 14,535 7,424 22,957
Additions NE - 93 - 93
Exchange realignment b 5 SR - (651) (63) (714)
At 31 December 2015 RNZT—RHEF
+-A=+—H 998 13,977 7,361 22,336
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17. PROPERTY, PLANT AND 17. 9% - BERRE @)
EQUIPMENT (continueq)
Furniture,
fixtures
and office
equipment
Leasehold R - Motor

improvements HER vehicles Total

HEMEEE WAERE "E #ast

HK$'000 HK$'000 HK$'000 HK$'000

FET FAET FAET FHET

Accumulated depreciation 2 MERRBE
and impairment

At 1 January 2014 RZE—F

—A—H 454 14,125 388 14,967
Charge for the year FNEHR 544 201 537 1,282
Disposal HE - - (59) (59)
Exchange realignment D 5 A - (313) (10) (323)
At 31 December 2014 R-ZZE—F

F=H=E 998 14,013 856 15,867
Charge for the year FREHE - 203 1,440 1,643
Exchange realignment bE 5 SR - (641) (33) (674)
At 31 December 2015 R-E—RF

+=A=+—8 998 13,575 2,263 16,836
Carrying amounts IREE
At 31 December 2015 RZE—HF

+-A=+—H - 402 5,098 5,500
At 31 December 2014 RZE—HF

+=-—A=+—H = 522 6,568 7,090
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18. INVENTORY 18. F&
2015 2014
= —F0mF
HK$’000 HK$’000
FET FET
Cost AR 184 179
Less: impairment losses . OREETE (147) (159)
37 24
19. OTHER RECEIVABLES 19. HFEUNAR X
2015 2014
—E-hF ZE—mEF
HK$’000 HK$’'000
FET FET
Deposits and other e R H MK
receivables IR 159,742 181,880
Prepayments TEfRIR 1,961 3,154
Less: impairment losses A OREEE (12,100) (12,672)
149,603 172,362
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19. OTHER RECEIVABLES (continued) 190. HEWERF ()

At the end of each reporting period, the Group’s other
receivables were individually determined to be impaired.
The individually impaired receivables are recognised
based on the credit history of customers, such as financial
difficulties or default in payments, and current market
conditions. The Group does not hold any collateral over
these balances.

The movement for provision of impairment of other
receivables is as follows:

REREMR - ARE 2 bW ARFK TS E R
BEERATERE - B EZEEIRTIR
BEPZEELE (MM BN SRR KA &
BITHRER - ARBEYERZTEHRTAE
{3

BRAEMRKSIRRERGEZZEEIT

2015 2014

—E-RF —T—mEF

HK$’000 HK$’000

FHExT T

At 1 January n—A—H 12,672 18,077
Written-off i sE - (6,197)
Exchange realignment RIS (572) (208)
At 31 December W+=A=+—8 12,100 12,672
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20.

21.

FINANCIAL ASSETS AT FAIR 20. ZBERBE NV EFEZER
VALUE THROUGH PROFIT OR BE
LOSS
2015 2014
—E-RF —E—F
Listed securities EhES
— Equity securities listed in Hong Kong - BB LEMRRAES 7,990 =
CASH AND CASH EQUIVALENTS 1. RERBEEEEE
2015 2014
—E-AF —EmE
HK$’000 HK$'000
FHET FHIT
Bank balances RITHEER 64,046 187,378
Cash balances MR 15 34
Cash and cash equivalents meRanEx
in the consolidated KR e RIRE
statement of cash flow E£(E1EH 64,061 187,412
Cash and cash equivalents of approximately AEB 2B e REEEEER 417,154,000
HK$17,154,000 (2014: HK$13,028,000) for the Group are T (ZZ—P4 : 13,028,000/ 7T) JHAA R
denominated in Renminbi, which is not a freely convertible A MARBIWIEAHRZLBRER - [F
currency and the remittance of funds out of the PRC is HINE SR 32 EI| R B BT Y SNE B HIl R R o
subject to the exchange control imposed by the PRC
government.
Deposits with banks are interest bearing at the prevailing RITEFIRBITHISMEES ©

market rates.
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22. TRADE AND OTHER PAYABLES 22. E G5 K HAESBRRK

2015 2014
—EB-hfF —EmEF
HK$’000 HK$’000
FHBT FBT
Trade payables B S ETERK 1,801 510
Other payables H bt skIE 29,744 20,504
Receipt in advance TEUYFRIE 15,454 17,190
Accrued charges JEFTE A 2,484 6,407
49,483 44 611

An aging analysis of the trade payables as at the end of B S ENRFRImE AR BRI T -

reporting period is as follows:

2015 2014
—E-AfF —T e
HK$’000 HK$’000
FHER F&TT
Within 30 days 30BN 1,774 7o
31 to 60 days 31 HZE60 HH - -
61 to 90 days 61 HZ90 A - =
Over 90 days HB3E90 H 27 135
1,801 510

HESmMERERBZKA 2 FHEERS
£238A - ARECE M FRRELREK -
AR 2 BN AN EE R E BRENBEN -

The average credit period on cost of goods sold and
services provided is 1-3 months. The Group has financial
risk management policies in place to ensure that all
payables are paid within the credit timeframe.
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23. DEFERRED TAXATION 23, IRAERLIE

At the end of the reporting date, the Group had estimated RIS B EISTAR - NEE TR AEL AR
the unused tax losses of approximately HK$60,565,000 2 A 2 7K B A B I8 & 48 49 4 60,565,000 75
(2014: HK$66,406,000) available for offset against future T (ZZ— P4 : 66,406,000/ 7T) ° BHFAAKEE
profits. No deferred tax assets have been recognised TE ORI AR om A AR+ i B 5% Z BT 1B R
in respect of such losses due to the unpredictability of ERIEEE - AEBEREBEE ZHIBEBEL
future profit streams. The Group has tax losses arising 15,837,0007% 7T ( —= & — P 4 : 15,837,000/
in Hong Kong of approximately HK$15,837,000 (2014: JT) AR ER A ELBE C AR ZARK
HK$15,837,000) that are available indefinitely for offsetting JERT Al o

against future taxable profits of the companies in which the
losses arose.

The Group also has tax losses arising in the PRC of ANE B B E A 2 BB EE A 44,728,000 74
approximately HK$44,728,000 (2014: HK$50,569,000) that L (ZZ—M4 : 50,569,000/87L) AJR—2
will expire in one to five years for offsetting against future FRREEERRERTRT

taxable profits.
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24. SHARE CAPITAL 24, A
The Group and the Company REBERARRQF
Number of
shares Share capital
MRAEE [VZN
Notes HK$’000
FsE FHL
Authorised: SEIE
At 1 January 2014, RZZE—MHFE—HA—H -
31 December 2014 and —EWETZA=T—HK
31 December 2015 —E-RE+ZA=+—H
Ordinary shares of HK$0.1 each BEEECA BTz EBRK 50,000,000 5,000,000
Issued and fully paid: BRITRHRE
At 1 January 2014 RZZ—HF—A—H
Ordinary shares of HK$0.5 each BREECLEITZ EiEAR 1,614,222,902 161,422
Placing of new shares B & #f a 465,000,000 46,500
Issue of shares by conversion H R R RS
of convertible notes (a1 b 880,048,294 88,005
Issue of shares by exercised of BT R m TR
share options c 255,000,000 25,500
At 31 December 2014 R-B-NFE+=A=+—H
Ordinary shares of HK$0.1 each EREEABIZEER
3,214,271,196 321,427
Issue of shares by exercised RITREREm TR d
of share options 12,000,000 1,200
Share repurchased and cancelled B E i KA 2 B e (281,168,000) (28,117)
At 31 December 2015 R-Z-RAF+=-A=t+—-H
Ordinary shares of HK$0.1 each BREEIBIZEER 2,945,103,196 294,510
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24. SHARE CAP'TAL (Continued)

Notes:

(@)

On 21 November 2014, the Company issued 465,000,000
ordinary new shares at a subscription price of HK$0.539
per share for a total cash consideration of HK$250,635,000.
The premium on the issue of shares amounting to
HK$204,135,000 was credited to the Company’s share
premium account. The transaction costs attributable to
issue of new shares amounting to HK$4,074,000 was
debited to the Company’s share premium accounts.

During the year ended 31 December 2014, convertible notes
in the principal amount of HK$166,257,000 were converted
by holders to subscribe for 880,048,294 shares. Details of
the conversion during the year are set out in note 26.

During the year ended 31 December 2014, 255,000,000
share options were exercised by holders to subscribe for
255,000,000 shares. Details of the share options during the
year are set out in note 33.

During the year ended 31 December 2015, 12,000,000
share options were exercised by holder to subscribe for
12,000,000 shares. Details of the share options during the
year are set out in note 33.

During the year, the Company repurchased a total of
281,168,000 ordinary shares of the Company at an
aggregate consideration of approximately HK$111,113,000
(excluding expenses) on the Stock Exchange. A total of
281,168,000 repurchased ordinary shares were cancelled
during the period under review.

25. RESERVES

(a)

The Group

The amounts of the Group’s reserves and movements
therein for the current and prior years are presented
in the consolidated statement of changes in equity on
page 57 of the annual report.

24. RN ()
GEE

@ M-ZT-—WFE+—A-+—0B XIFUAEK
0.539 7 I 2 3R % (B % 17 465,000,000 A% I
k(D - 4838 € 18 & 250,635,000 % 7T © 3
177 2 %18 4 204,135,000/ 7T * ERAR
Al Z BRADRERAR « BITHROEEZRS
BN 4,074,000 87T © B RAR B2 7 i
BRI -

) REE-ZT-OF+-_A=+—HILFE 7
BRI E ABIR A S HE 166,257,000 7T
Z AR R - LATRAE 880,048,294 AR AR 15 °
FRZIRBFHB I FE 26

© REE-—ZT-—WN&E+_A=+—HULEFE"
5 A B 17 255,000,000 17 BEALHE © AR
255,000,000 f& A& 15 o 4F ) 8 A 4 5 15 S A B
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d REBEE-_T—AF+-_A=+—HLEHF
£ A A17£12,000,00017 B8 i% 4 R B
12,000,000 R& AR o 4F B8 AR A A = 1B Sk A B
£33 °

e FA- ARELABREL 111,113,000 7T (R
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2015 BiE T —hAF +—_A=+—HILFE

(Expressed in HKS) (LAB TSR )

25. RESERVES (Continued)

25. f#fE @)

(b) The Company (b) A= F]
Convertible
Share-based note equity
Share payment reserve  Accumulated
premium reserve AR losses Total
ROBE  URZGRE RERERREE L4y it
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HizE TAL TAT TAT THL TAT
At 1 January 2014 R=E-m&E—F-B - 19,199 16,284 (210,779) (175,289)
Total comprehensive loss rEFZABELR
for the year - - - (59,652) (69,652)
Issue of convertible notes EIAHRRRE 26 - - 10,717 - 10,717
Issue of employee Share option ErTREERE 33 - 5,730 - - 5,730
Issue of shares by conversion BRERTREER
of convertile notes Fhktn 26 91,633 - (42,222) - 49,411
Issue of shares by exercised BRTFRERE
of share option BT 33 18,873 (10,509) - - 8,364
Redemption of convertible notes BOBRER 26 - - (5,999) 5,999 =
Placing of new shares ) 24(a) 204,135 - = = 204,135
Transaction costs attributable FTHRIDEL
to issue of new shares LR PR 24(a) (4,074) = = = (4,074)
Incremental consideration resulted SR A AR E1E
from adjustment to conversion BREEE
price of convertible notes ZREEm 26 - - 27,364 - 27,364
At 31 December 2014 and RZZ-MF+=A=1+—A
1 January 2015 “F-1%-A-H 310,567 14,420 6,144 (264,425) 66,706
Total comprehensive loss for the year A 2 HEIE £ 5 - - - (39,535) (39,535)
Issue of employee Share option RTEBERE 33 - 16,537 - - 16,537
Issue of shares by exercised RIT{ERERRE
of share option &R 33 1,229 413) - - 816
Redemption of convertible notes BRTSREE 2 - - (6,144) 6,144 -
Share repurchased BB 24(e) (83,542) - - - (83,542)
At 31 December 2015 R-ZT-RE+-A=+-H 228,254 30,544 - (297,816) (39,018
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25. f#fE @)
(b) &2TF#)

25. RESERVES (Continued)

(b) The Company (Continued)

The capital reserve of the Group represents the
excess of the nominal value of the share capital
and the share premium account of the subsidiaries
acquired pursuant to the Group reorganisation over
the nominal value of the share capital of the Company
issued in exchange therefore.

Pursuant to the Companies Law of the Cayman
Islands and the Company’s Articles of Association,
the share premium of the Company is distributable to
the shareholders provided that immediately following
the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay
its debts as they fall due in the ordinary course of
business. At 31 December 2015, in the opinion of the
directors of the Company, the Company did not have
any reserve available for distribution to shareholders
(2014: Nil).

The share-based payment reserve comprises the
fair value of share options granted which are yet to
be exercised, as further explained in the accounting
policy for share-based payment transactions in note
33 to the financial statements. The amount will either
be transferred to the share premium account when
the related options are exercised, or be transferred to
accumulate losses should the related options expire
or be forfeited.

AEBEANFRERBEEEEAMKE
Z MR E 2z B AR E R B i B AR
BARNBRITZBAEE 5

BEREHEARERAARMAHER
A MR ERERRRSERE AR
AIBRENEERBEEBPRHEZE
15+ BIARAR A [ REDIRRMDGRE ©
R=_ZFE—RAF+=-A=1+—8 " ~2QF
BEERAA R AT A [ AR E SR
(=T &) o

MEXHREERFRERDERARITEZ
BREZAFE  FRYBHRRMESS
BB MRS 2 @5THE - H1HE
BREETE - AESERERA RN
B - BEEERRE R - A8
PSRRI E R A RETETE -
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For the year ended 31 December 2015 BiE T —hAF +—_A=+—HILFE
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26. CONVERTIBLE NOTES

The movement of the convertible notes for the year is set

out below:

26. AR EE

ARBEEERFANEBHN TX

Financial
derivative-
Liability Equity liability
component component SEITE Total
&SNS BRI o IE-8fF @t
HK$’000 HK$’000 HK$’000 HK$’000
TET TET THERT TET
Carrying amount RZZE—mFE—A—H
at 1 January 2014 ZEREfE 118,217 16,284 500 130,001
Issuance of new notes BIMEE 71,601 10,717 = 82,318
Conversion of notes RBRE (137,485) (42,222) (492) (180,199)
Redemption of notes ERZE (43,317) (5,999) - (49,316)
Effective interest expense ERFISHAT 6,172 - - 6,172
Interest paid BRFE (806) - - (806)
Incremental consideration resulted  FIZE AR E BIAR(E
from adjustment to conversion EEZREZM
price of convertible notes = 27,364 - 27,364
Carrying amount RZE—NE+=A=1+—H
at 31 December 2014 ZIEmE 9,382 6,144 8 15,534
Redemption of notes FAEESS (10,012 (6,144) ) (16,164)
Effective interest expense ERFISHAX 630 - - 630

Carrying amount
at 31 December 2015

RZZE—RF+-A=1+—H
ZIEE(E =
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26. CONVERTIBLE NOTES (continued)

2011 A Convertible notes:

On 9 May 2011, the Company issued 1% coupon
convertible notes (the “CN 2011 A”) as settlement of other
loan which was due to the former shareholder of New
Beida as at 31 December 2010.

The principal terms of the CN 2011 A are as follows:

Date of issue 9 May 2011
Aggregate principal amount HK$89,999,934
Interest rate 1%

Conversion price HK$0.50

Maturity date 36 months from the date

of issue
(@  Conversion period:

The noteholder shall have the right to convert the
whole or any part of the outstanding principal of the
note in an amount of not less than HK$1,000,000
on each conversion (save that if an at time, the
principal outstanding amount of the note is less
than HK$1,000,000, the whole (but not part only) of
the principal outstanding amount of the notes may
be converted) into shares in board lot or multiples
thereof at any time from the issue date at the initial
conversion price of HK$0.50 per share up to (and
excluding) the fifth business day immediately before
the maturity date.

26. AR REE @)
—E——FURRERA

RZZ——FHEANA ARRAETI%ER
ZABERE( T ——FaBIREEAL
MERR _Z—TF+_-A=+—HEMNHIL
RETRER 2 EARE K o

—T - FARRERAZ EBERMT

2517 B 5 —ZT—FRANEB
PINC 89,999,934 77T

BR 1%

HR(E 0.50 7T

(e = B 377 H 851 36 18 A

@ R
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B B A% 0.5078 TT K ¥ iR (B
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HBE—FHEZFRG  BRABRER
BIAREZER ST R 1,000,000 7T -
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26. CONVERTIBLE NOTES (continued) 26. [T @)

2011 A Convertible notes: (Continued)
(b)  Issuer early redemption option:

The Company shall not be entitled to early redeem
the notes before the maturity date.

(c)  Valuation of liability component

As the date of issue, the liability component was
recognised at fair value. The fair value is calculated
using cash flows discounted at a rate based on the
discount rate of 7.20%.

On 9 May 2014, the Company and the Subscribers
entered into the Subscription Agreements pursuant to
which the Subscribers have agreed to subscribe for, and
the Company has agreed to issue, the Convertible Notes
(CN2016-1 to CN2016-5) in the aggregate principal amount
of HK$42,399,932, such that the subscription moneys
payable in connection with the Subscription of such
Convertible Notes would be set-off against the moneys
payable by the Company for redeeming the CN2011A
in accordance with the Payment Arrangement Deed and
against the Indebtedness owing by the Company to the
Existing P-note Holders at Completion. The CN2011A were
fully set-off by the issuance of Convertible Notes (CN2016-
3, CN2016-4 and CN2016-5) on 6 June 2014.

@ CHINA E-LEARNING GROUP LTD. - HFEIREHAEEEERAR
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26. CONVERTIBLE NOTES (continued)

2011 B Convertible notes:

On 11 May 2011, the Company issued 1% coupon
convertible notes (the “CN 2011 B”), the principal terms of
the CN 2011 B are as follows:

Date of issue 11 May 2011
Aggregate principal amount HK$36,200,000
Interest rate 1%

Conversion price HK$0.50

Maturity date 6 months from the

date of issue

On 11 May 2012, the Company has fully redeemed the
note with principal amount plus any interest accrued in
2012 and 30% of additional compensation, with an annual
interest rate of 12%. Therefore, the Company has accrued
such loan payment of HK$51,070,000 as at year ended 31
December 2012.

2011 D Convertible notes:

On 14 September 2011, the Company issued 3% coupon
convertible notes (the “CN 2011 D”), the principal terms of
the CN 2011 D are as follows:

Date of issue 14 September 2011
Aggregate principal amount HK$22,500,000
Interest rate 3%

Conversion price HK$0.50

Maturity date 12 months from the

date of issue

26. AR ER &)

—E——FIRKEEB

—E-—FREAt+ B ARFIET1%
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26. CONVERTIBLE NOTES (continued) 26. [T @)

2011 D Convertible notes: (Continued)

On 6 March 2014, the Company has redeemed one of
the Convertible Notes 2011 D with the principal amount of
HK$10,000,000 in accordance with notice from the holder.
The Company is contacting the holder of the Convertible
Notes 2011 D with the principal amount of HK$2,800,000
in order to settle the convertible notes. As at 31 December
2015, the Company has not received any reply or notice
from the holder and the Company has the funds available
for redemption. Therefore the Company has accrued such
amount of HK$2,800,000 together with its interest accrued
at the year ended 31 December 2015.

2012 EICN Convertible notes:

On 20 December 2012, the Company issued 1% coupon
convertible notes (the “EICN”), the principal terms of the
EICN are as follows:

20 December 2012
HK$58,235,956
Interest rate 1%

Date of issue
Aggregate principal amount

Conversion price HK$0.50
Maturity date 36 months from

the date of issue

CHINA E-LEARNING GROUP LTD. - HFEIREHAEEEERAR
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26. CONVERTIBLE NOTES (continued)

2012 EICN Convertible notes: (Continued)

On 15 August 2014 (after trading hours), the Company
and the note holders of EICN entered into the Deeds
of Amendment, pursuant to which the Company and
the note holders of EICN agreed to amend certain
terms and conditions of EICN. Pursuant to the Deeds
of Amendment, (i) the conversion price of EICN will be
reduced from HK$0.50 per Share to HK$0.35 per share;
and (i) the interest rate of EICN will be reduced from 1%
per annum to zero. Save as amended pursuant to the
Deeds of Amendment, all other terms of EICN shall remain
unchanged and valid.

On 15 October 2014, the resolution in relation to the
proposed amendment to the terms and conditions of EICN
was duly passed by the independent shareholders by way
of poll at the Company’s extraordinary general meeting.

On 27 October 2014, the Amendment of Terms has
become effective. The updated terms of EICN are as follow:

20 December 2012
HK$58,235,956
HK$58,235,956

Date of issue

Aggregate principal amount

Aggregate principal amount
as at 27 October 2014

Interest rate 0%
Adjusted conversion price HK$0.35
Maturity date 36 months from the date

of issue

The incremental consideration resulted form adjustment
to conversion price amounting to HK$26,456,000 have
been recognised in profit or loss during the year ended 31
December 2014.
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26. CONVERTIBLE NOTES (continued)

2012 EICN Convertible notes: (Continued)

@

(®)

Conversion period:

The noteholder shall have the right to convert the
whole or any part of the outstanding principal of
the note in an amount of not less than HK$500,000
on each conversion (save that if an at time, the
principal outstanding amount of the note is less
than HK$500,000, the whole (but not part only) of
the principal outstanding amount of the notes may
be converted) into shares in board lot or multiples
thereof at any time from the issue date at the initial
conversion price of HK$0.35 per share up to (and
excluding) the fifth business day immediately before
the maturity date.

Issuer early redemption option:

The Company may at its sole and absolute discretion
redeem the Notes (or any part thereof) at its principal
amount outstanding together with interest at any time
and from time to time on or before the notes maturity
date.
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26. CONVERTIBLE NOTES (continued)

2012 EICN Convertible notes: (Continued)

(c) Valuation of liability component

The fair value of EICN as at 20 December 2012
amounted to HK$48,872,000. The fair value is
calculated using binomial tree models at a rate based
on the discount rate of 7.79%.

The noteholders converted EICN in the principal amount
of HK$35,000,000 on 30 October 2014. The noteholder
converted EICN in the principal amount of HK$13,235,956
on 16 December 2014. EICN in the principal amount of
HK$10,000,000 was matured on 20 December 2015.

2012 ETCN Convertible notes

On 20 December 2012, the Company issued 1% coupon
convertible notes (the “ETCN?”), the principal terms of ETCN
are as follows:

Date of issue 20 December 2012
Aggregate principal amount HK$9,611,906
Interest rate 1%

Conversion price HK$0.50

Maturity date 36 months from the

date of issue
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26. CONVERTIBLE NOTES (continued) 26. [T @)

2012 ETCN Convertible notes: (Continued)

On 15 August 2014 (after trading hours), the Company
and the note holders of ETCN entered into the Deeds
of Amendment, pursuant to which the Company and
the note holders of ETCN agreed to amend certain
terms and conditions of ETCN. Pursuant to the Deeds
of Amendment, (i) the conversion price of ETCN will be
reduced from HK$0.50 per Share to HK$0.35 per share;
and (i) the interest rate of ETCN will be reduced from 1%
per annum to zero. Save as amended pursuant to the
Deeds of Amendment, all other terms of ETCN shall remain
unchanged and valid.

On 15 October 2014, the resolution in relation to the
proposed amendment to the terms and conditions of ETCN
was duly passed by the independent shareholders by way
of poll at the Company’s extraordinary general meeting.

On 27 October 2014, the Amendment of Terms has
become effective. The updated terms of ETCN are as
follow:

20 December 2012
HK$9,611,902
HK$2,000,000

Date of issue
Aggregate principal amount
Aggregate principal amount

as at 27 October 2014
Interest rate 0%
Adjusted conversion price HK$0.35
Maturity date 36 months from the date

of issue

The incremental consideration resulted from adjustment
to conversion price amounting to HK$908,000 have been
recognised in profit or loss during the year ended 31
December 2014.
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26. CONVERTIBLE NOTES (continued)

2012 EICN Convertible notes: (Continued)

@

(®)

(c)

Conversion period:

The noteholder shall have the right to convert the
whole or any part of the outstanding principal of
the note in an amount of not less than HK$500,000
on each conversion (save that if an at time, the
principal outstanding amount of the note is less
than HK$500,000, the whole (but not part only) of
the principal outstanding amount of the notes may
be converted) into shares in board lot or multiples
thereof at any time from the issue date at the initial
conversion price of HK$0.35 per share up to (and
excluding) the fifth business day immediately before
the maturity date.

Issuer early redemption option:

The Company may at its sole and absolute discretion
redeem the notes (or any part thereof) at its principal
amount outstanding together with Interest at any time
and from time to time on or before the notes maturity
date.

Valuation of liability component

The fair value of ETCN as at 20 December 2012
amounted to HK$8,067,000. The fair value is
calculated using binomial tree models at a rate based
on the discount rate of 7.79%.
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26. CONVERTIBLE NOTES (continued) 26. [T @)

2012 EICN Convertible notes: (Continued)

As the Directors consider that the difference between
the original liability component at the date of modification
and the present value of the modified liability component,
discounted by the original effective interest rate, is
not substantial, the modification is not considered an
extinguishment of the original liability component.

The noteholder converted all the principal of ETCN in the
amount of HK$2,000,000 on 30 October 2014. Hence
ETCN were fully converted as at 31 December 2014.

CN2014-1 Convertible notes:

On 29 November 2013, the Company issued 1% coupon
convertible notes (the “CN2014-1"), the principal terms of
the CN2014-1 are as follows:

Date of issue 29 November 2013

Aggregate principal amount HK$6,000,000
Interest rate 1%
Conversion price HK$0.10

Maturity date 12 months from

the date of issue
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26. CONVERTIBLE NOTES (continuedq)
CN2014-1 Convertible notes: (Continued)
(a) Conversion period:

The noteholder shall have the right to convert the
whole or any part of the outstanding principal of
the note in an amount of not less than HK$500,000
on each conversion (save that if an at time, the
principal outstanding amount of the note is less
than HK$500,000, the whole (but not part only) of
the principal outstanding amount of the notes may
be converted) into shares in board lot or multiples
thereof at any time from the issue date at the initial
conversion price of HK$0.10 per share up to (and
excluding) the fifth business day immediately before
the maturity date.

(b) Issuer early redemption option:

The Company may at its sole and absolute discretion
redeem the notes (or any part thereof) at its principal
amount outstanding together with interest at any time
and from time to time on or before the notes maturity
date.

(c) Valuation of liability component

The fair value of CN2014-1 as at 29 November
2013 amounted to HK$6,340,000. The fair value is
calculated using binomial tree models at a rate based
on the discount rate of 6.8%.

The noteholder converted all the principal of CN2014-1 in
the amount of HK$6,000,000 on 20 June 2014. CN2014-1
was fully converted as at 31 December 2014.
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26. CONVERTIBLE NOTES (continued)
CN2014-2 Convertible notes:

On 29 November 2013, the Company issued 1% coupon
convertible notes (the “CN2014-2"), the principal terms of
the CN2014-2 are as follows:

Date of issue 29 November 2013
Aggregate principal amount HK$5,000,000
Interest rate 1%

Conversion price HK$0.10

Maturity date 12 months from

the date of issue

(a) Conversion period:

The noteholder shall have the right to convert the
whole or any part of the outstanding principal of
the note in an amount of not less than HK$500,000
on each conversion (save that if an at time, the
principal outstanding amount of the note is less
than HK$500,000, the whole (but not part only) of
the principal outstanding amount of the notes may
be converted) into shares in board lot or multiples
thereof at any time from the issue date at the initial
conversion price of HK$0.10 per share up to (and
excluding) the fifth business day immediately before
the maturity date.

(b) Issuer early redemption option:

The Company may at its sole and absolute discretion
redeem the notes (or any part thereof) at its principal
amount outstanding together with interest at any time and
from time to time on or before the notes maturity date.

(c) Valuation of liability component:

The fair value of CN2014-2 as at 29 November
2013 amounted to HK$5,283,000. The fair value is
calculated using binomial tree models at a rate based
on the discount rate of 6.8%.
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26. CONVERTIBLE NOTES (continued)

CN2014-2 Convertible notes: (Continued)

The noteholder converted all the principal of CN2014-2 in
the amount of HK$5,000,000 on 20 June 2014. CN2014-2
was fully converted as at 31 December 2014.

CN2014-3 Convertible notes:

On 10 December 2013, the Company issued 1% coupon

convertible notes (the “CN2014-3"), the principal terms of
the CN2014-3 are as follows:

Date of issue

10 December 2013

Aggregate principal amount HK$10,000,000
Interest rate 1%
Conversion price HK$0.10

Maturity date

(a)

12 months from
the date of issue

Conversion period:

The noteholder shall have the right to convert the
whole or any part of the outstanding principal of
the note in an amount of not less than HK$500,000
on each conversion (save that if an at time, the
principal outstanding amount of the note is less
than HK$500,000, the whole (but not part only) of
the principal outstanding amount of the notes may
be converted) into shares in board lot or multiples
thereof at any time from the issue date at the initial
conversion price of HK$0.10 per share up to (and
excluding) the fifth business day immediately before
the maturity date.
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26. CONVERTIBLE NOTES (continuedq)
CN2014-3 Convertible notes: (Continued)
(b) Issuer early redemption option:

The Company may at its sole and absolute discretion
redeem the notes (or any part thereof) at its principal
amount outstanding together with interest at any time
and from time to time on or before the notes maturity
date.

(c) Valuation of liability component:

The fair value of CN2014-3 as at 10 December
2013 amounted to HK$9,894,000. The fair value is
calculated using binomial tree models at a rate based
on the discount rate of 6.01%.

The noteholder converted all the principal of CN2014-3 in
the amount of HK$10,000,000 on 19 December 2013.

CN2014-4 Convertible notes:

On 10 December 2013, the Company issued 1% coupon
convertible notes (the “CN2014-4"), the principal terms of
the CN2014-4 are as follows:

Date of issue 10 December 2013
Aggregate principal amount HK$4,234,400
Interest rate 1%

Conversion price HK$0.10

Maturity date 12 months from

the date of issue
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26. CONVERTIBLE NOTES (continued)

CN2014-4 Convertible notes: (Continued)

(a)

(b)

(c)

Conversion period:

The noteholder shall have the right to convert the
whole or any part of the outstanding principal of
the note in an amount of not less than HK$500,000
on each conversion (save that if an at time, the
principal outstanding amount of the note is less
than HK$500,000, the whole (but not part only) of
the principal outstanding amount of the notes may
be converted) into shares in board lot or multiples
thereof at any time from the issue date at the initial
conversion price of HK$0.10 per share up to (and
excluding) the fifth business day immediately before
the maturity date.

Issuer early redemption option:

The Company may at its sole and absolute discretion
redeem the notes (or any part thereof) at its principal
amount outstanding together with interest at any time
and from time to time on or before the notes maturity
date.

Valuation of liability component:

The fair value of CN2014-4 as at 10 December
2013 amounted to HK$4,189,000. The fair value is
calculated using binomial tree models at a rate based
on the discount rate of 6.01%.

The noteholder converted all the principal of CN2014-4 in
the amount of HK$4,234,400 on 19 December 2013.
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26. CONVERTIBLE NOTES (continued)

CN2016 Convertible notes

On 6 June 2014, the Company issued 1% coupon

convertible notes (the “CN2016”), the principal terms of the
CN2016 are as follows:

Date of issue
Aggregate principal amount

6 June 2014
HK$42,399,932

Interest rate 1%

Conversion price
Maturity date

(a)

(b)

HK$0.13
24 months from the date
of issue

Conversion period:

The noteholder shall have the right to convert the
whole or any part of the outstanding principal of
the note in an amount of not less than HK$500,000
on each conversion (save that if an at time, the
principal outstanding amount of the note is less
than HK$500,000, the whole (but not part only) of
the principal outstanding amount of the notes may
be converted) into shares in board lot or multiples
thereof at any time from the issue date at the initial
conversion price of HK$0.13 per share up to (and
excluding) the fifth business day immediately before
the maturity date.

Issuer early redemption option:

The Company may at its sole and absolute discretion
redeem the notes (or any part thereof) at its principal
amount outstanding together with interest at any time
and from time to time on or before the notes maturity
date.
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26. CONVERTIBLE NOTES (continuedq)
CN2016 Convertible notes (Continued)
(c) Valuation of liability component:

The fair value of CN2016 as at 6 June 2014
amounted to HK$53,162,992. The fair value is
calculated using binomial tree models at a rate based
on the discount rate of 8.69%.

The noteholder converted CN2016 in the principal
amount of HK$30,040,000 on 12 June 2014. The
noteholder converted CN2016 in the principal amount
of HK$12,359,932 on 13 June 2014. CN2016 was fully
converted as at 31 December 2014.

CN2016A Convertible notes

On 8 July 2014, the Company issued 1% coupon
convertible notes (the “CN2016A”), the principal terms of
the CN2016A are as follows:

Date of issue 8 July 2014

Aggregate principal amount HK$40,775,000

Interest rate 1%

Conversion price HK$0.143

Maturity date 24 months from the date
of issue
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26. CONVERTIBLE NOTES (continued)
CN2016A Convertible notes (continued)
(a) Conversion period:

The noteholder shall have the right to convert the
whole or any part of the outstanding principal of
the note in an amount of not less than HK$500,000
on each conversion (save that if an at time, the
principal outstanding amount of the note is less
than HK$500,000, the whole (but not part only) of
the principal outstanding amount of the notes may
be converted) into shares in board lot or multiples
thereof at any time from the issue date at the initial
conversion price of HK$0.143 per share up to (and
excluding) the fifth business day immediately before
the maturity date.

(b) Issuer early redemption option:

The Company may at its sole and absolute discretion
redeem the notes (or any part thereof) at its principal
amount outstanding together with interest at any time
and from time to time on or before the notes maturity
date.

(c) Valuation of liability component:

The fair value of CN2016A as at 6 June 2014
amounted to HK$46,769,843. The fair value is
calculated using binomial tree models at a rate based
on the discount rate of 6.85%.

The noteholder converted CN2016A in the principal
amount of HK$10,725,000 on 25 July 2014. The
noteholder converted CN2016A in the principal amount
of HK$5,005,000 on 18 August 2014. The noteholders
converted CN2016A in the principal amount of
HK$25,045,000 on 16 December 2014. CN2016A was
fully converted as at 31 December 2014.
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27. NON-CASH TRANSACTIONS 27. kRERH

The Group entered into the following non-cash operating REEZEKATIHBRSLERFBEED - BXR
and financing activities which are not reflected in the WrelReneRP R :

consolidated statement of cash flow:

- In 2015, the convertible note in the principal amount -  Z—FT—hF  A£% 10,000,000 T H
of HK$10,000,000 was matured but not yet been AR EHRE EIE - B RS BB R
settled at the end of the reporting date. The amount RER o ZoRRE RS HAERFIA o

was transfer to other payable.

- In 2014, the Group settled certain liabilities by issue of - —NE - AEEBBBTURKE
convertible notes of approximately HK$83,175,000, TJ% Z’J 83,175,000 B LEEETAE " &
the details as below: BT :

Other payable HK$3,420,000 Hofth & (< FRIR 3,420,000 7T

Other borrowings HK$45,855,000 HAMfER 45,855,000/ 7T

Finance costs HK$3,000,000 BB 3,000,000 /7T

Convertible notes HK$30,900,000 AR 30,900,000 /7T
28. OPERATING LEASE COMMITMENTS 8. &R AYE

At the end of the reporting date, the Group had R¥E BEZER  AEBERBFAETERE

commitments for future minimum lease payments under 1t 8 BE 2 TN AT I A A A 40 R E 2 R SRR AR

non-cancellable operating leases in respect of office EFREIEERT

premises and other asset, which fall due as follows:

2015 2014

—E-hF —EmE

HK$’000 HK$’000

FET FAT

Within one year —FR 2,228 1,749
In the second to fifth years inclusive FEFLT (BREEEMT) - 1,726
2,228 35475

Leases are negotiated and rentals are fixed for terms of 1 MAOR—Z2F(ZF—WF: —2=2F)2

to 2 years (2014: 1 to 2 years). FHIE R R EM o
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29. CONTINGENT LIABILITIES 20. ARG E
The Group did not have any contingent liabilities at the end RMEHAR AEESEREEEMAKREE
of the reporting period (2014: Nil). (Z=—mF - f|) -

30. PLEDGED OF ASSETS 30. EEHEA
At the end of the reporting period, none of the Group’s RWMEHR NEEREEE(ZT —HFE
assets (2014: Nil) were pledged to secure the Group’s ) ERIFERBAEBIRITEE ZER -

banking facilities.

31. RELATED PARTY TRANSACTIONS M1.BEELFRS
Balances and transactions between the Company and its RNARHEEMB AR (EARARZ@EES)HE
subsidiaries, which are related parties of the Company, ZEBR R GNEREREEE - WERAKEE
have been eliminated on consolidation and are not 5z o

disclosed in this note.

Unless otherwise disclosed in these consolidated financial BRZESE B MERMEEEIN - AEERF
statements, the Group did not enter into any material WIS ERERNBERAR S + ARG
related party transactions during the year and did not have INER [ W A R4S &R o

any material balances with related parties at the end of the

reporting period.

The remuneration of directors and other members of key FRN - AEBEEERTEEEECEMKNE Z

management during the year are disclosed in the note 12 B E AR A M RE M FE12 o
to the consolidated financial statements.
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32. FINANCIAL RISK MANAGEMENT 2. ERAREERERBER

OBJECTIVE AND POLICIES

The Group’s major financial instruments include trade and
other receivables, cash and cash equivalents, trade and
other payables, financial derivatives, convertible notes and
other borrowings. Details of these financial instruments are
disclosed in respective notes.

The main risks arising from the Group’s financial instruments
are credit risk, interest rate risk, foreign currency risk and
liquidity risk. The board of directors reviews and agrees
policies for managing each of these risks and they are
summarised below. The Group’s accounting policies in
relation to derivatives are set out in note 4 to the financial
statements.

Credit risk

The Group’s maximum exposure to credit risk in the event
that counterparties fail to perform their obligations at 31
December 2015 in relation to each class of recognized
financial assets is the carrying amount of those assets as
stated in the consolidated statement of financial position.
The Group’s credit risk is primarily attributable to its trade
and other receivables. In order to minimise credit risk,
management has certain monitoring procedures to ensure
that follow-up action is taken to recover overdue debts.
In addition, the Group reviews the recoverable amount
of each individual trade receivables regularly at each
reporting date to ensure that adequate impairment losses
are adequately made for irrecoverable amounts. The credit
risk on liquid funds is limited because the counterparties
are commercial banks with high credit-ratings assigned
by international credit- rating agencies. The Group has
no significant concentration of credit risk, with exposure
spread over a number of counterparties and customers.

AEB7TESRTABRERS REMEIKE
FBERREEEEE BHRHEHMEMNE
HBBOITETE  ATBRREEREMERK -
ZEeMIA BN BT ARKE -

AEEeRIAEAZFERARREER
@B - SMNE R R E & @k o ﬁ%A
A RRABNESRERR ZEERRL N TX
Bt - AEBMAMAITAETA 2 5T BERE N
BRI 4 o

FERR

WERXSHFHEEBITRSHE_ZT—HF
T A=+ HAEMEEERREREEZE
1B AEBEFERR 2 ZANEERRABERE B
ﬁ%ﬁ%ﬂmZaﬁ§E2$E@°$%E%
xz EER IE%E%%&%@F&H&%E o

IZHEHZE CEREDRVAETEE
%ﬂ“ © AR TmHXEELﬁE)JLH&Z@ﬁﬂﬁﬁX o it
S REREBH  AEEEHRFTS=ER
FEWE SRR 2 Al Bl £ 58 - ﬁﬁ{%wtmﬂ&@
SRHELRMZAERBE AR ZEFH R
BRI EERRET AR EET R R
T BnEezGERRER - AEBEI®
REEFZEERR  BRAOMNREE RS2
RGHFHARER °
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Notes to the Consolidated Financial Statements

e PR R M

For the year ended 31 December 2015 BiE T —hAF +—_A=+—HILFE
(Expressed in HK$) (LAB TR )
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32. FINANCIAL RISK MANAGEMENT 2. ERAREERERBE @

OBJECTIVE AND POLICIES (continued)
Interest rate risk

The Group’s interest rate risk arises primarily from the
Group’s bank deposits. All the deposits are on a floating
rate basis.

The Group does not use financial derivatives to hedge
against the interest rate risk. However, the interest rate
profile of the Group’s net deposits (being bank deposits
less any interest-bearing financial liabilities) is closely
monitored by management.

At 31 December 2015, it is estimated that a general
increase/decrease of 50 basis points (2014: 50 basis
points) in interest rates, with all other variables held
constant, would increase/decrease the Group’s loss before
tax and accumulated losses by approximately HK$320,000
(2014: HK$937,000).

The sensitivity analysis above has been determined
assuming that the change in interest rates had occurred at
the reporting date and had been applied to the exposure
to interest rate risk for the non-derivative financial liabilities
in existence at that date. The 50 basis points increase/
decrease represents management’s assessment of a
reasonably possible change in interest rates over the
period until the next annual reporting date. The analysis is
performed on the same basis for 2014.

Foreign currency risk

The Group has transactional currency exposures, primarily
with respect to Renminbi (“RMB”), for the years 2015 and
2014. Such exposures arise from provision of an internet
platform for the facilitation of education program in Chinese
Medicine and other advisory and training programs in
currencies other than the Group’s functional currency (i.e.
Hong Kong dollar). All of the Group’s sales are denominated
in RMB for the years 2015 and 2014.

CHINA E-LEARNING GROUP LTD. - HFEIREHAEEEERAR
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AEEZNEZRBREIEREAEEZRITHF
Ao FTAFEFIGLOE BRRGR -

AEEWENASBOTE T AR H A XE
@ o R NEEZ FFOFE (AIRTTFFOR
EEAHEEREE) ZNERBERBERER

R-Z—RE+-HA=1+—B  @FMxEE
EF TS0 AR (- — D04 : 50{EES,)
(FTEHMEHRIFITE)  GEREAEERT
RIS 18 & RETEBIE N5 2> 49.320,000 7 7T
—Z—PO4 : 937,000/87C) °

itz BRE DM TR RRN TR E B AR G
RegmEr  ACERARERFEZHFITE
EREEIAEER - FE LA TS0 EE
MERHEEESH NFERE B SEARN
R ABEUREHEN G - —F—MFZ
ERIEEEITHREAON

S R B

R-ZZFE-—RAFR-_ZF-NFFE  AKE@
HNRFUEERRBRIESRARB(AR
%))  RERRERATEEHERE A
whaE MIEHIPR B IR AR ) e A AR E D)
REE® (BVETT) AN B#EFHE - AEER—
E-AFR_T-MEFEZE2HHERGNU
AR#EHE -



32. FINANCIAL RISK MANAGEMENT

OBJECTIVE AND POLICIES (continued)

Foreign currency risk (Continued)

The Group currently does not have a foreign currency
hedging policy. However, the management monitors foreign
exchange exposure closely and will consider hedging
significant foreign currency exposure should the need arise.

The Group conducts its business transactions principally in
RMB. The exchange rate risk of the Group is not significant.

Liquidity risk

For the management of the Group’s liquidity risk, the
Group monitors and maintains a sufficient level of cash and
cash equivalents considered adequate by management
to finance the Group’s operations and mitigate the effects
of fluctuation in cash flows. Management reviews and
monitors its working capital requirements regularly.

The following table details the contractual maturities at the
end of the reporting period of the Group’s financial liabilities,
which are based on contractual undiscounted cash flows
(including interest payments computed using contractual
rates) and the earliest date the Group can be required to
pay:

©000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 0

32. iR ERRE RBER @

INE B ()

AREE B AT EINERIR IR o AT - BIEE
BYERINERR - YENFERE BT E
RINERR

AEEXTEUARBETERBRS - AEHE
ZEXRREBRI AEK o

WEE = b

REBASBEZRBECAR  ~AEBEER
HBRELRREFEREREEERRENZ
KFE - URAKRERHRETEE S SRR
ERERBTE - ERES T Hins MEE
HEBESHK -

TRFAINAEERRERRNEREBESOD
HER EREERBCITORTRARERE
(BREATOMERGFEZ M SR BAKEN
AR P BHEE

More than one  More than two Total
On demand or year butless  years but less undiscounted Carrying
within one year  thantwoyears than five years cash flow amount
EZR —FHE MELLE AFRES
H—FR BRMENR BREHUR MEAH BEE
HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000
FET TAT THAT THT THL
At 31 December 2015 R-E-RF+-A=t—-H
Financial liabilities tREE
Trade and other payables UV EC T IPES 49,483 - - 49,483 49,483
At 31 December 2014 R=B-OF+=A=t-H
Financial liabilities cRAE
Trade and other payables B 5 REMEER 44,611 - - 44,611 44,611
Convertible notes RRER 10,000 - - 10,000 9,382
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Notes to the Consolidated Financial Statements

e PR R M

For the year ended 31 December 2015 BiE T —hAF +—_A=+—HILFE

(Expressed in HKS) (LAB TSR )
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32. FINANCIAL RISK MANAGEMENT

OBJECTIVE AND POLICIES (continued)

Financial instruments

Categories of financial instruments

TRIA

EM TR

31 December

32. iR ERRE RBER @

31 December

2015 2014
—E-IF —T-MF
+=ZA=+—H +Z=ZA=+—H
HK$’000 HK$’000
FER T
Financial assets SRIEE
Fair value though profit or loss FRBERE AT ERNE
— Held for trading -FHEER 7,990 =
Loans and receivables (including B R EWGRIE
cash and cash equivalents) (BPIEEERRESEER) 207,492 352,908
Financial liabilities cHMes
Amortised cost HEEHACR 34,052 36,828
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32. FINANCIAL RISK MANAGEMENT 2. ERAREERE RBEE @
OBJECTIVE AND POLICIES (continued)

Financial instruments (Continued) EWMITEH %)
Fair value hierarchy on a recurring basis HEEMEEE 2 N FEER

Fair value hierarchy as at 31/12/15
R—EF+ZA=+—HZLAFEER

Level 1 Level 2 Level 3 Total
E— B E=R &5t
HK$’000 HK$’000 HK$’000 HK$’000
FET FHET FET FET
Financial assets SRIEE
Held for trading-listed BIEEE — kW
equity securities AR E S 7,990 - - 7,990
Fair value hierarchy as at 31/12/14
R—EFE+_A=+—HZ2AFEER
Level 1 Level 2 Level 3 Total
E—& B B=# At
HK$’000 HK$’000 HK$’000 HK$’000
FAT THT FHT FAT
Financial liabilities SRIAE
Financial derivative TRISTAET R - 8 = 8
The fair value of financial derivative is determined using CRMTETAENATEDEA-XHELE
binomial tree model and the inputs used in the fair value JE + MR A ER =R RS A SR RS
measurement are volatility and discount rate. K RBEIRE o
During the year, there were no transfers of fair value FN - EREERERBEZE—BERE-R
measurements between Level 1 and Level 2 and no ZEHEER AT EE - NESANETLE
transfers into or out of Level 3 for both financial assets and R (ZZF—OF : \) -

financial liabilities (2014: Nil).
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e PR R M

For the year ended 31 December 2015 BiE T —hAF +—_A=+—HILFE

(Expressed in HKS) (LAB TSR )
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32. FINANCIAL RISK MANAGEMENT

33

OBJECTIVE AND POLICIES (continued)
Financial instruments (Continued)
Fair value

The directors consider that the carrying amounts of financial
assets and financial liabilities recognised in the consolidated
financial statements approximate their fair values.

Capital risk management

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to stakeholders through optimisation
of the debt and equity balance. The Group’s overall strategy
remains unchanged from 2014.

The capital structure of the Group consists of debt,
which mainly includes other borrowings and convertible
notes, and equity attributable to owners of the Company,
comprising issued share capital and reserves.

The directors of the Company review the capital structure
on regular basis. As part of this review, the directors
consider the cost of capital and the risks associated with
each class of capital. Based on recommendations of the
directors, the Group will balance its overall capital structure
through the new share issues and share buy-backs as well
as the issue of new debt or the redemption of existing debt.

SHARE-BASED EMPLOYEE
COMPENSATION

At annual general meeting of the Company held on 23 May
2011, the Company adopted a new share option scheme
(“Share Option Scheme”) and the share option scheme
adopted on 24 November 2001 (the “Old Scheme”)
became terminated therefrom. The Share Option Scheme
became effective on 23 May 2011 and, unless otherwise
cancelled or amended, will remain in force for 10 years
from that date. Upon termination of Old Scheme, no further
Options under the Old Scheme can be granted but the
Options which have been granted during the life of the Old
Scheme shall continue to be exerciseable in accordance
with their terms of issue and the provisions of Chapter 23
of the GEM Listing Rules.

CHINA E-LEARNING GROUP LTD. - HFEIREHAEEEERAR
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33. SHARE-BASED EMPLOYEE

COMPENSATION (continued)
Share Option Scheme

Pursuant to Share Option Scheme, the Board may grant
options to any employee of the Group or any other persons
who, in the sole discretion of the Board, have contributed
or will contribute to the Group to subscribe for shares of the
Company at a price determined by the Board and shall be
no less than the highest of (i) the closing price of the shares
as stated in the daily quotations sheets issued by the Stock
Exchange on the date of offer of the option which must be
a business day, (i) the average closing price of the shares
as stated in the daily quotations sheets issued by the Stock
Exchange for the five business days immediately preceding
the date of offer of the options; and (i) the nominal value of
a share on the date of offer of the options.

The total number of shares which may be issued upon
exercise of all options to be granted under the Share
Option Scheme and any other share option scheme of the
Company shall not in aggregate exceed 10% of the total
number of shares of the Company in issue at any time.
The maximum number of shares issuable under the share
option to each eligible participant in the Scheme Option
Scheme within any 12-month period is limited to 1% of the
shares of the Company in issue at any time.

Any grant of options to a participant who is a director,
chief executive or substantial shareholder of the Company
or their respective associates must be approved by
the independent non-executive directors (excluding
independent non-executive director who is grantee).
In addition, any share options granted to a substantial
shareholder or an independent non-executive director of
the Company, or to any of their associates, in excess of
0.1% of the shares of the Company in issue at any time
and with an aggregate value (based on the price of the
Company’s shares at the date of the grant) in excess of
HK$5,000,000, within any 12-month period, are subject to
shareholders’ approval in advance in a general meeting.
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For the year ended 31 December 2015 BiE T —hAF +—_A=+—HILFE
(Expressed in HK$) (LAB TR )
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33. SHARE-BASED EMPLOYEE 33. AR YR E %M )
COMPENSATION (continued)
Share Option Scheme (Continueq) BIRRESTE (&)
The movements in the share options of the Company BHEZZ—AF+-_A=T—HLEFE &1
during the year ended 31 December 2015 are shown in the AR AR 2 F BN TR

following table:

Exercise At Granted  Exercised  Cancelled At
Name of Exercise period and price 1 January during during during 31 December
the participant Date of grant vesting period per share 2015 the year the year the year 2015
N RZE-1F
“E-1F T=A
SEENR BRERE TRERGESD BROTEE -B-B FRERYE  FROE  FRE#E 0 =T-8
HK$
BT
Directors
52
Li Xiangjun 28/08/2008 28/08/2008-27/08/2018 1281 2,349,534 - - - 2,349,534
FHE “TENE “TT\FN\AZtN\AZE
NAZTN\R “Z-\FNAZt+tH
09/07/2009 09/07/2009-08/07/2019 0.652 4,363,420 - - - 4363420
“EThE “ETNELRANAE
tANR “E-NETANR
Yuan Wei 09/09/2015 09/09/2015-08/09/2025 0.28 - 20,000,000 = - 20,000,000
rE —Z-1F “Z-RENANEE
NANAB “Z-RFAANA
Yang Jilin 09/09/2015 09/09/2015-08/09/2025 0.28 - 20,000,000 - - 20,000,000
BER 8% —E-RFAANAZE
NANAB “ZZRFAANA
Subtotal 6,712,954 40,000,000 - - 46,712,954
it
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33. SHARE-BASED EMPLOYEE
COMPENSATION (continued)

33. LI EEEHM =)

- 2 =3
Share Option Scheme (Continueq) BRREREl ()
Exercise At Granted  Exercised  Cancelled At
Name of Exercise period and price 1 January during during during 31 December
the participant Date of grant vesting period per share 2015 the year the year the year 2015
R-B-1F
RZZ-1F T=A
SEERE BELAE TEEREES BROEE -A-B  FARE  FROE FREHE =t+-H
HK$
W
Others
Hity
In aggregate 28/08/2008 28/08/2008-27/08/2018 1,281 6,880,777 - - - 6,880,777
EES “TSNE “TEN\ENAZTNRE
NAZTN\R “Z-\FNAZt+tH
In aggregate 09/07/2009 09/07/2009-08/07/2019 0.652 10,572,902 - - - 10,672,902
a “ITNF “ETNELRANAE
tANA “Z-NFEANR
In aggregate 10/07/2014 10/07/2014-09/07/2024 0.168 42,000,000 - (12,000,000) - 30,000,000
a —Z-mF “Z-NEtATHE
tATE “ZMELANA
In aggregate 09/09/2015 09/09/2015-08/09/2025 0.28 - 274,000,000 - - 274,000,000
A ZT-RF ZZ-RENANAE
NANAB “Z-RFAANA
66,166,633 314,000,000 (12,000,000) - 368,166,633
Exercisable at the end of the year 368,166,633
WERITE
Weighted average exercise price HK$0.43787T HK$0.28 77T HKS0.17%7T - HK$0.31 7T

MEFITEE
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e PR R M

For the year ended 31 December 2015 BiE T —hAF +—_A=+—HILFE
(Expressed in HK$) (LAB TR )
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33. SHARE-BASED EMPLOYEE 33. AR YR E %M )
COMPENSATION (continued)
Share Option Scheme (Continueq) BIRRESTE (w)
The movements in the share options of the Company (ZE_F-EFTA=FT—HIEFE AR
during the year ended 31 December 2014 are shown in the AR AR 2 F BN TR

following table:

Exercise At Granted Exercised  Cancelled At
Name of Exercise period and price 1 January during during during 31 December
the participant Date of grant vesting period per share 2014 the year the year the year 2014
i RZT-MF
—2-mE TZA
BEENS BiLBE TREREEES BROEE —A-B  FREM  FROf FAEE =1-H
HK$
BT
Directors
3
Chen Hong 28/8/2008 28/08/2008-27/08/2018 1281 3,188,653 - - - 3,188,653
VR —TINE —ZT\FN\AZtN\AZE
NA=T/\E “E-\FNAZTLH
09/07/2009 09/07/2009-08/07/2019 0.652 3,188,653 - - - 3,188,653
—TTNF = e s =
tANR “E-NEEANB
11/12/2013 11/12/2013-10/12/2023 0.1 10,000,000 - (10,000,000) - -
—Z2-=F “2—=F+-R+-B%
+ZA+-H i St s ol =
Li Xiangjun 28/08/2008 28/08/2008-27/08/2018 1281 2,349,534 - - - 2,349,534
FHE “TTN\F “TT\F\AZtN\AZE
NAZTN\R “E-N\FAAZTtR
09/07/2009 09/07/2009-08/07/2019 0.652 4,363,420 - - - 4363420
“EThE “ETNELANAE
tANR “E-NETANR
Yuan Wei 11/12/2013 11/12/2013-10/12/2023 0.1 10,000,000 - (10,000,000 = =
Rrf2 —T-=f —F-Z#+-At+-HZE
+=A+-H —Z-=F+t-A1A
10/07/2014 10/07/2014-09/07/2024 0.168 - 10,000,000  (10,000,000) = =
T “Z-MFELATEZE
tA+H “EMELANA
Subtotal 33,090,260 10,000,000  (30,000,000) - 13,090,260
NG
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33. SHARE-BASED EMPLOYEE 33. URZ(HEEHMN »
COMPENSATION (continued)

Share Option Scheme (Continueq) BIRRESTE (w)
Exercise At Granted Exercised Cancelled At
Name of Exercise period and price 1 January during during during 31 December
the participant Date of grant vesting period per share 2014 the year the year the year 2014
i RZZ—F
i Sit3 T=A
SEENS Rit B TRRREES BROEE —A-B  FREE RO FREE 0 =1-H
HK$
BT
Others
Hity
In aggregate 28/08/2008 28/08/2008-27/08/2018 1.281 3,692,124 - - - 3,692,124
a “TTN\F “TT\ENAZtN\AZE
NAZTN\R “E-N\FAAZTtR
In aggregate 09/07/2009 09/07/2009-08/07/2019 0.652 7,384,249 - - 7,384,249
af “EThE “ETNELANAE
tANA “E-NETANR
In aggregate 11/12/2013 11/12/2013-10/12/2023 0.1 112,000,000 - (112,000,000) -
At —T-=F “E-=f1+-fA+-HZE
T=At-H —E-=%+-A1H
In aggregate 10/07/2014 10/07/2014-09/07/2024 0.168 - 155,000,000 (113,000,000) - 42,000,000
af —Z-mE “Z-MEtRTHRE
tATE “ZMELANA
156,166,633 165,000,000 (255,000,000) - 66,166,633
Exercisable at the end of the year 66,166,633
RERITE
Weighted average exercise price HK$0.22787c HK$0.17 /87T HK$0.13787T - HK$0.43 77T
IETA(T1E(E
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For the year ended 31 December 2015 BiE T —hAF +—_A=+—HILFE
(Expressed in HK$) (LAB TR )
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33. SHARE-BASED EMPLOYEE 33. U EEFHN =)

COMPENSATION (continued)

Share Option Scheme (Continued)

(@)

On 10 July 2014, the Company granted 165,000,000
Options to Grantees under the Company’s Share
Option Scheme adopted on 23 May 2011.

During the year ended 31 December 2014, the
number of share options granted was 165,000,000
(2013: 132,000,000). Of which, 10,000,000 options
were granted to the director of the Company (the
“Directors’), 25,000,000 Options were granted to the
employees of the Company (the “Employees”) and
130,000,000 Options were granted to the Company’s
external consultants (the “Consultants”). The fair value
of options granted under the Share Option Scheme,
amounted to HK$5,730,000 of average HK$0.035
each. The fair values of the outstanding options
were derived from Trinomial Option Pricing Model by
applying the following assumptions:

Options granted to Employees

BBRES

@)

Bloe)

R-ZF-—WFEA+HE  ARARER =
TE-——FHEA-T=HRMZERE
& - AR AR H165,000,00017 REAHE

REEZZT—NE+_A=+—HItF
[ BEAERERE & 165,000,000 7

— T — =4 :132,000,00013) o HF -
10,000,000 IR EX T A A alEE
([Z=]) » 25,000,000 B ER T A
~rEE ([1E& ]) A & 130,000,000 {7 B
RIER T AR INEEER ([EER L) - 4R
BERETEMELERENATEER
5,730,000/ 7T + &0 HEAx#E 15 50.035
PEIT o MIARTTIEIEREN A TFEA=IE
NHEEERNGE - FIEARERNT :

R ESHBRE

Expected length
of employment

and services
Date of grant Expected (“Expected life”) Risk-free Expected
(dd-mm-yy) Grantee volatility (in years) interest rate dividend yield

HHRERAR

PR A% HABR

R A (TFEEHAR 1)
(B—RA—%) ARA FHRIE (%) EERFI= HRHREE
10.7.2014 Director 1 63.28% 1 0.13% Nil %
—E-FELA+H Employees =) 77.12% 0.5 0.12% Nil £
Consultants ~ FfH 77.12% 0.5 0.12% Nil %
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33. SHARE-BASED EMPLOYEE
COMPENSATION (continued)

Share Option Scheme (Continued)

(@)

(Continued)

Options granted to Consultants

The Group recognised the total expenses of
approximately HK$5,730,000 in relation to share
options granted by the Company.

U

(i)

(i)

(iv)

the expected volatilities for the Options granted
to Director was using the average 1 year
volatility of the Company’s share price over
the year for the 10,000,000 options granted of
Director as at 10 July 2014.

the expected volatilities for the Options granted
to Employees were using the average 0.5 year
volatility of the Company’s share price over the
year for the 25,000,000 options granted to
Employees as at 10 July 2014.

the expected volatilities for the Options granted
to Consultants were using the average 0.5 year
volatility of the Company’s share price over the
year for the 130,000,000 options granted to
Consultants as at 10 July 2014.

the applicable risk free rates were generated
from Bloomberg based on the Hong Kong
Government 0.5 Year Bond Yield and 1 Year
Bond Yield, matching the assumed life of the
options.

the expected dividend yields were estimated
based on the historical dividend, which was
Zero.

33. LI EEEHM =)

BTS2

RTERIRBRE

AEBEREBARRRLERE &
B sz 4.4 5,730,000 74 7T °

(i)

(i)

(iv)

BT ESEMEIRERTEERIE T A
BR-ZZ—NFLA+ARTES
10,000,000 17 B iR 1 2 FF /2 AN A
A1 EREZ FREBMETE o

T B B 00 R AR AE /O TR BRI 08 T DA
RN _ZE—NFEELATARTEE
25,000,000 2 BE IR 2 FE 2 AR
Al0.5 FRE 2 R EMETE

5T B8 ] 0 B AR A TR B DR R T A
FRZZE—NF+A+BETEMN
130,000,000 17 i f& # 2 & & 2 A<
NRI0SFRE 2 FHRBMETE °

i B 4 B B 7 2= 75 & Bloomberg 1R
BEBEM 0.5 FAELRES R R
FHESZEEBXMEL - BERE
ZREFEMEELS o

B L IR () fh
it
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33. SHARE-BASED EMPLOYEE 33. U EEFHN =)

COMPENSATION (continued)

Share Option Scheme (Continued)

(@)

(Continued)

On 9 September 2015, the Company granted
314,000,000 Options to Grantees under the
Company’s Share Option Scheme adopted on 23
May 2011.

During the year ended 31 December 2015, the
number of share options granted was 314,000,000
(2014: 165,000,000). Of which, 40,000,000 options
were granted to the directors of the Company (the
“Directors”) 70,000,000 Options were granted to the
employees of the Company (the “Employees”) and
204,000,000 Options were granted to the Company’s
external consultants (the “Consultants”). The fair value
of options granted under the Share Option Scheme,
amounted to HK$16,537,000 of average HK$0.053
each. The fair values of the outstanding options
were derived from Trinomial Option Pricing Model by
applying the following assumptions:

BTS2

@)

(%&)

RZZE—RFALANE » KRARRER
—E—FRA-t=BEAERE
& [AAR AR H 314,000,000 17 B A%
1 o

REBE-Z—AF+-_A=1T—HL#HF
JE - X R BB R #E 2B /& 314,000,000
(== — 9 4 : 165,000,00017 ) £
A - 40,000,000 17 BB AR R T AR A A &
E([Z££)) 70,000,000 & #ER T
AAwElES ([1EE 1) A K 204,000,000 {7
BRER A QR INERER ([ERE]) -
BEBREGTSIMREERENATE
#16,587,0008 7T - FHIBREFS A
0.053 7T o i ARTTEEARER A FE LA
—EAAREEENGE  FIRARRE
A

Expected length
of employment

and services
Date of grant Expected (“Expected life”) Risk-free Expected
(dd-mm-yy) Grantee volatility (in years) interest rate dividend yield

HHEAR

R HA PR

b=k (TFEEEARR 1)
(B—B—%) ABA FEHRIE (%) ERRFI= HHREE
9.9.2015 Directors o 61.35% 1 0.13% Nil £
—T-hAFNANAE Employees EE 61.35% 1 0.13% Nil £
Consultants & 57.04% 0.5 0.08% Nil £
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33. SHARE-BASED EMPLOYEE
COMPENSATION (continued)

Share Option Scheme (Continued)

(@)

(Continued)

The Group recognised the total expenses of
approximately HK$16,537,000 in relation to share
options granted by the Company.

(i) the expected volatilities for the Options granted
to Directors were using the average 1 years
volatility of the Company’s share price over
the year for the 40,000,000 option granted to
Directors as at 9 September 2015.

(i) the expected volatilities for the Options granted
to Employees were using the average 1 years
volatility of the Company’s share price over the
year for the 70,000,000 options granted to
Employees as at 9 September 2015.

(iiy  the expected volatilities for the Options granted
to Consultants were using the average 0.5
years volatility of the Company’s share price
over the year for the 204,000,000 options
granted to Consultants as at 9 September
2015.

(iv)  the applicable risk free rates were generated
from Bloomberg based on the Hong Kong
Government 1 years Bond Yield and 0.5 years
Bond Yield, matching the assumed life of the
options.

(v)  the expected dividend yields were estimated
based on the historical dividend, which was
Z€ero.

33. LI EEEHM =)

BTS2

@)

(%&)

AEERREBARRIERNEREZ &
B X 495 16,537,000 /7T ©

() BTITEZHBERERNTEIKIETIIA
RRZE—RAFNANBRTES
40,000,000 7 fE Az i 2 FE 2 AR A
A1 FRRE 2 PR IEMEE

(i) T IEEAIEARERTE R IE T3 A
RN =T -—RAFNANBETEE
70,000,000 17 B J e 2 £ JE 2 AR
A1 FREZ IR IRMERE

(i) #5%TEE R A B AR RE O TE HRORZ 18 T3 BA
FR=_Z—AFNANBRTEM
204,000,000 7 I fx # 2 & 8 2 7
NRI0SFRE 2 FHHRIBMETE °

(iv) 3@ F8 & 3B A1 = Th B Bloomberg 1R
BEBBN1FHESFZESER0S
FHBESFEERMES - HERE
ZRREHIMEELE o

() EHRERDEESRS (D)
5o
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33. SHARE-BASED EMPLOYEE 33. U EEFHN =)

34

COMPENSATION (continued)
Share Option Scheme (Continued)

(o) The values of the Options are subject to the
limitations of the Trinomial Option Pricing Model and
a number of assumptions which are subjective and
difficult to ascertain. Changes in the subjective input
assumptions could materially affect the fair value
estimate.

(c) The outstanding share options under the Share
Option Scheme as at 31 December 2015 was

BT El(w)

b)) BEENEEX=ZFEAMETEEAZ
PRI A K % TH 8 K% B A BETE 2 RRAR P
FE - IBRRIEBPAUHQTEME
ENBARTE -

© RZE—FRF+=_A=+—H8"' 8B
A% #E 5 8118 T 2 18 R 17 5 B B8 AR 4

368,166,633 (2014: 66,166,633) representing 12.5% 7/3368,166,63315( — T — M 4F:
(2014: 2.1%) of the shares of the Company in issue 66,166,63317) ' IGARRNEIRE BE BT
at that date. AADEI12.6% (ZZE—PU4E : 2.1%) °

(d) If options are forfeited before expiration or lapsed,
the related share-based payment will be transferred
directly to retained earnings/accumulated losses.

EVENTS AFTER THE REPORTING
PERIOD

During the period from 17 December 2015 to 14 January
2016, the Company purchased a total of 7,427,000 Wai
Chi Shares on the Stock Exchange at the prices per
Wai Chi Share ranging from HK$3.33 to HK$4.00. The
total consideration of the Acquisition was approximately
HK$29.4 million. As a result of the Acquisition, the Group
will hold 3.71% of Wai Chi Shares.

The Acquisition was made by the Company solely for
trading purpose. The Acquisition on-market provided an
opportunity for the Group to acquire its interest in Wai Chi
Group at market prices. The Group anticipates that the

d) HEERENERE KA RN &
BRI R EEEEERERE AT
/BETEE o

34. {EHREE

RZE—RAF+_A+EAEZT—~"F—
A+HBEHME ARrREREERGN T
3.33 B TLE4.008 T B EHZFIEAS
7,427,000 RIELHER D - WEEEBEZBRELD
AB29.4E BRI - R EETKE - ANEE
HHEBEERNDZ23.71% °

ARRETRBEREFER SRR - EHH L
ETZWBERAREERHETERBES
SEEEZRE AEERART 2RO ER
ﬁ‘%ﬁ%ﬁﬂ%ﬁ%&%ﬁ@  REBER R BERZET

value of the Wai Chi Shares will appreciate over time and BERRREEANERS ZEMBRE - EER
the Group will be benefited from such appreciation and any o W %IEZME?K NEEE - WHEAR
dividends which may be declared by Wai Chi in the future. A M H AR R 2 B 2% o

The Directors consider that the terms of the Acquisition are
fair and reasonable and in the interests of the Company
and its shareholders as a whole.
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35. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to

36

conform to the current year’s presentation.

STATEMENT OF FINANCIAL

35. LB BUE

IR e

36. A2 B B AR R 3=

POSITION OF THE COMPANY

Information about the statement of financial position of the

Company at the end of the reporting period is as follows:

ETHRBEBECDE)  UNEAFEZE7

ARBRBREPRFBHRARERAT

2015 2014
—E-RF —E—F
Notes HK$’000 HK$’000
B FET FA&IT
Assets and liabilities BEREE
Non-current assets FREBEE
Property, plant and equipment I E YN L ] 92 85
Investments in subsidiaries RETB AR ZIE - -
92 85
Current assets REEE
Other receivables H i pe I BR 5R 74,770 97,099
Amounts due from subsidiaries FEU BT /B A Rl FRIE 155,442 133,914
Financial assets fair value through BBBmEATETE
profit or loss ZEREE 7,810 =
Cash and cash equivalents He MREEFEER 31,553 174,374
269,575 405,387
Total assets EEHE 269,667 405,472
Current liabilities REBEE
Trade and other payables 2 5 REMERRK 14,015 7,789
Amounts due to subsidiaries FEASTFY B A A5 IE 160 160
Financial derivative SRMITETER - 8
Convertible notes A AR - 9,382
14,175 17,339
Total liabilities BEEAH 14,175 17,339
Net current assets REEEFHE 255,400 388,048
Total assets less current liabilities EEAERRBEE 255,492 388,133
Net assets EEFHE 255,492 388,133
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e PR R M

For the year ended 31 December 2015 BiE T —hAF +—_A=+—HILFE
(Expressed in HK$) (LAB TR )
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36. STATEMENT OF FINANCIAL 36. AR R H AR TR @)
POSITION OF THE COMPANY
(Continued)
2015 2014
—E-IF —T—g
Notes HK$’000 HK$’000
B EE FET FAIT
Capital and reserves AR AR K
Share capital &N 24 294,510 321,427
Reserves (=] 25 (39,018) 66,706
Total equity MR 255,492 388,133
Yuan Wei Yang Jilin
=iE BER
Director Director
EBE X
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37. B E 2=F1E

TEWREBERATR - ZE—RAF+_A=1+—HZ

37. PARTICULARS OF SUBSIDIARIES

Particulars of the principal subsidiaries as at 31 December

2015 are as follows:

ST

Place of
incorporation/
registration/ Proportion
operations Paid up share capital/ interest held by
Name of subsidiary HRRL/ registered capital the Company Principal activities
WEARER it/ Sens BRBE/ERER LINGESZY S TERH
Directly Indirectly
E# 3
2015 2014 2015 2014
“E-1f "T-MF Z%-5F “TF
China E-Learning Hong Kong Ordinary shares HK$1 100% 100% - - Provision of management
(Hong Kong) Limited B 1AL ERR senvices to group companies
HEREHE (B8)BRAR REBRRREERRE
New Beida Business BvI Ordinary shares 100% 100% - - Investment holding
StudyNet Group Limited EBRLES US$10,000 RAER
MEABERSEERAA 10,000 LR
Best Boom Enterprises Limited BVI Ordinary shares US$10 - - 100% 100%  Investment holding
KBRLHS 0% Ek REmR
Bejjing Hua Tuo Education PRC Registered capital - - 100% 100% Provision of occupational
Technology Company i HK$40,000,000 education, industry
Limited (note a) 40,000,000 BT EA certification course,
I RERSER AR skils training and
(Fzra) education consultation
RUBEHE  TEAERR
R RAE
Beijing Ke Xiong Education PRC Registered capital - = 100% 100%  Provision of occupational
Company Limited (note a) i RMB5,000,000 education, industry
FRREAEERAR) AR 5,000,007 certification course,
(Riza) HER skils training and
education consultation
REBZHE TEAERE
Bz Ele )
[IN Meaical (BVI) Group BvI Ordinary shares - = 100% 100%  Investment holding
Limited AERAES HK$13,677,268 AR
HARZ BV SBERAT 183,677,288 AL LBl
[IN Medical Group Limited Hong Kong Ordinary shares - = 100% 100%  Investment holding
EAEEEXERAA &b HK$3,000,000 RERR
3,000,000/ 7 L AR
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For the year ended 31 December 2015 BiE T —hAF +—_A=+—HILFE
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37. PARTICULARS OF SUBSIDIARIES

37. B AR ZF#E @

(Continued)
Place of
incorporation/
registration/ Proportion
operations Paid up share capital/ interest held by
Name of subsidiary EMAL/ registered capital the Company Principal activities
HEARER i/ SEhs BREBA/EMER NGIEEZEY Sl TERH
Directly Indirectly
E# i
2015 2014 2015 2014
“E-1f -T2 CB-3fF CTE

Hunan IIN Medical Network PRC Registered capital - - 100% 100% Investment holding
Technology Development i RMB14,530,808 REFHR
Company Limited (note &) AR 14,530,808 0

AR R LB RRR Rl
ARAR (Hika)

Distance Education College of PRC Registered capital - - 51% 51%  Provision of distance
Beijing University of i RMB900,000 learning program
Chinese Mealcine AR%900,0007 in Chinese medicine

IRPRERS HhER RERRERRARRE
EEHEER

Notes: BfsE -

a.  These are wholly-foreign owned enterprises established in a. AEFREKRIZINGEERSE -

the PRC.

None of the subsidiaries had any debt securities subsisting

at the end of the year or at any time during the year.
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37. PARTICULARS OF SUBSIDIARIES 37. B AR Z&F1E @

(Continued)

Details of non-wholly owned subsidiary that have material F2EMBARMAEEARIERER B
non-controlling interests

The table below shows details of non-wholly-owned TREARNEEIFEZEN B AR MBEANIEE
subsidiary of the Group that have material non-controlling IxtEss 2 5615 ¢
interests:
Place of
incorporation and
principal place of Proportion of
business interests held by Profit allocated to Dividend paid to Accumulated
Name of subsidiary A ER non-controlling interests non-controlling interests non-controlling interests non-controlling interests
HEARER TEERBY FERER A RRLE ARTFHERESR 2ER EfFERERRS ZitkERER
311215 311214 3112115 3112114 311215 3112114 3112115 311214
Rit3 —E -1 -nE -1f —IE it —IE
tZA=t-8 fZA=t-B +ZA=t-B +ZA=t-B +ZA=t-B TZA=t-B +ZR=t-R TZA=1-A
HK$'000 HKS$'000 HK$'000 HK$ 000 HK$'000 HK$ 000
T Fin TEn T TR TAL
Distance Eduication College of PRC 49% 49% 8,688 9,455 8,447 8,690 6,585 6,344

Befing Universtty of
Chinese Medicine
IrrREAZERAEER  PE

Summarised financial information in respect of each of the BEAEBE SWB R MA EANFEERER
Group’s subsidiary that has material non-controlling interest Z BB IS E RS ANT o T B s E R
is set out below. The summarised financial information REBREE R 2 258 ©

below represents amounts before intragroup eliminations.
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For the year ended 31 December 2015 BiE T —hAF +—_A=+—HILFE
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37. PARTICULARS OF SUBSIDIARIES

(Continued)
Distance Education College of Beijing University of Chinese bR B
Medicine

37. B AR ZF#E @

2015 2014
—B-HF —E—mEF
HK$’000 HK$’000
FET FHIT
Current assets mENEE 36,949 39,099
Non-current assets IEMBENE EE 241 355
Current liabilities mENEE (16,746) (18,543)
Non-current liabilities BB E - =
Revenue Wz 43,701 47,474
Other income H A 41 43
Total expenses FiSz 4858 (28,011) (28,221)
Profit for the year F N m Al 17,731 19,296
Total comprehensive income for the year FRAZMK LR 17,731 19,296
Net cash flow generated from
operating activities KERBMSCRenE T8 17,495 17,847
Net cash flow used in investing activities REESFA B RE 55 (17,197) (17,692)
Net cash flow generated from
financial activities BEZBSCReRE T - -
Net decrease in RekREFEIER
cash and equivalents VR (298) (159)
FEREAESEEERAR
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38. DISPOSAL OF SUBSIDIARIES 38. LEMEB A T

On 12 March 2014, the Group disposed of Everjoy RZB—WF=A+=H  AEE L EKEEH
International Media Corporation and Everjoy Technology REEFR AR RKEREERBRAH °

Development Corporation.

2015 2014
—E-HF —T e
HK$’000 HK$’'000
FET FETT
Consideration received in cash LAIR & K385 Z(E T8 B YER

and cash equivalents ZRE - 26,368
Net assets disposed of HEFEE - (25,837)
Cumulative exchange loss RETIE KSR - (631)
Gain on disposal k=l - =

Analysis of assets and liabilities over which control was lost. BEREEGIREZEERBED -
2015 2014
—E-HF T
HK$’000 HK$’000
FExT Tt
Goodwill EES - 12,047
Cash and cash equivalents BeMReEEIER - 13,849
Other payables E e3R8 - (59)
Net assets disposed of HEFEE - 25,837
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For the year ended 31 December 2015 BiE T —hAF +—_A=+—HILFE
(Expressed in HK$) (LAB TR )
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38. DISPOSAL OF SUBSIDIARIES 38. HEMB AT @)
(Continued)
2015 2014
—E-HF —T e
HK$’000 HK$’000
FET FAT
Net cash flow on disposed of subsidiaries HENBARZAESRE F5E
Consideration received in AR & K356 S (E1H B YEL
cash and cash equivalent B - 26,368
Less: cash and cash equivalent B BERERER
balances disposed of RS EHEIER & - (13,849
- 12,519
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