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Independent Auditor’s Report

i
pwc T e Ak

TO THE MEMBERS OF EVERGRANDE HEALTH INDUSTRY GROUP LIMITED
(Formerly known as NEW MEDIA GROUP HOLDINGS LIMITED)
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Evergrande Health Industry Group Limited (the “Company”)
and its subsidiaries set out on pages 40 to 101, which comprise the consolidated balance sheet as at 31 December
2015, and the consolidated statement of comprehensive income, the consolidated statement of changes in equity and
the consolidated statement of cash flows for the eighteen months ended 31 December 2015, and a summary of
significant accounting policies and other explanatory information.

Directors’ Responsibility for the Consolidated Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit and to report
our opinion solely to you, as a body, in accordance with section 405 of the Hong Kong Companies Ordinance and for
no other purpose. We do not assume responsibility towards or accept liability to any other person for the contents of
this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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Independent Auditor’s Report (Continued)

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

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

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the financial position of the Company
and its subsidiaries as at 31 December 2015, and of their financial performance and cash flows for the eighteen

months ended 31 December 2015 in accordance with Hong Kong Financial Reporting Standards and have been
properly prepared in compliance with the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 23 March 2016
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Consolidated Balance Sheet

As at 31 December 2015

30 June
2014
Note HK$'000
ASSETS
Non-current assets
Property, plant and equipment 6 319,389
Goodwill 7 695
Intangible assets 9 —
Deferred income tax assets 17 —
Long-term prepayments 8 —
320,084
Current assets
Inventories 10 —
Trade and other receivables 8 101,916
Income tax recoverable =
Cash and bank balances 11(a) 90,238
Restricted cash 11(b) —
192,154
Total assets 512,238
EQUITY
Capital and reserves attributable to owners of the Company
Share capital 12 282,271
Retained earnings 14 82,293
Reserves 14 91,496
456,060
Non-controlling interests —
Total equity 456,060
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Consolidated Balance Sheet (Continued)

As at 31 December 2015

30 June
2014
Note HK$'000
LIABILITIES
Non-current liabilities
Borrowings 16 _
Loans from fellow subsidiaries 30 —
Deferred income tax liabilities 17 2,575
2,575
Current liabilities
Trade and other payables 15 50,720
Receipt in advance from health industry customers 15 —
Borrowings 16 —
Current income tax liabilities 2,883
53,603
Total liabilities 56,178
Total equity and liabilities 512,238
Net current assets 138,551
Total assets less current liabilities 458,635

The consolidated financial statements on pages 40 to 101 were approved by the Board of Directors on 23 March
2016 and were signed on its behalf.

Tan Chaohui Peng Sheng
Director Director

The notes on pages 46 to 101 are an integral part of these consolidated financial statements.
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Consolidated Statement of Comprehensive Income

For the eighteen months ended 31 December 2015

Year ended
30 June 2014
Note HK$'000
Revenue 5 455,624
Cost of sales 18 (299,891)
Gross profit 155,733
Other gains, net 21 31
Other income 580
Selling and marketing costs 18 (71,235)
Administrative expenses 18 (73,652)
Operating profit 11,457
Finance income 22 1,457
Finance costs 22 —
Finance (costs)/income, net 1,457
Profit before income tax 12,914
Income tax credit/(expense) 23 (1,895)
Profit for the period/year 11,019
Other comprehensive income:
Items that may be reclassified to profit and loss
Currency translation differences —
Total comprehensive income for the period/year 11,019
Profit attributable to:
— Owners of the Company 11,019
— Non-controlling interests —
11,019
Total comprehensive income attributable to:
— Owners of the company 11,019
— Non-controlling interests 24(b) —
Total comprehensive income for the period/year 11,019
Earnings per share (Restated)
— Basic and diluted 26 HKO0.128 cents

The notes on pages 46 to 101 are an integral part of these consolidated financial statements.
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Consolidated Statement of Changes in Equity

For the eighteen months ended 31 December 2015

Attributable to owners of the Company

Capital Non-
Share Share Special  contribution Retained controlling Total
capital premium reserve reserve earnings Total interests equity
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At 1July 2013 8,640 273,631 90,700 796 76,890 450,657 - 450,657

Comprehensive income

Profit for the year — — — — 11,019 11,019 — 11,019
Other comprehensive income — — = = — — _ _

Total other comprehensive
income — — — — — — — —

Total comprehensive income — — — — 11,019 11,019 — 11,019

Transactions with owners in

their capacity as owners
Transition to no par value

regime on 3 March 2014

under the New Hong Kong

Companies Ordinance

(Note 14) 273,631 (273,631) — — — — — —
Final dividend paid for 2013

(Note 25) — — — — (3,456) (3,456) — (3,456)
Interim dividend paid for 2014

(Note 25) - — — — (2,160) (2,160) - (2,160)

Total transactions with
owners in their capacity
as owners 273,631 (273,631) — — (5,616) (5,616) — (5,616)

At 30 June 2014 282,271 = 90,700 796 82,293 456,060 = 456,060

Note: The Company has no authorised share capital and its shares have no par value from the commencement date of the new Hong Kong
Companies Ordinance on 3 March 2014.
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nsolidated Statement of Changes in Equity

For the eighteen months ended 31 December 2015

At 30 June 2014

Comprehensive income

Profit for the period

Other comprehensive
income

Total other comprehensive
income for the period

Total comprehensive
income

Transactions with
owners in their
capacity as owners

Deemed contribution from
fellow subsidiaries

Contribution from a
non-controlling interest

Final dividend paid for
2014 (Note 25)

Disposal of interest in a
subsidiary without
change of control
(Note 24(b))

Acquisition of a subsidiary
(Note 32)

Total transactions with
owners in their
capacity as owners

Balance at
31 December 2015

The notes on pages 46 to 101 are an integral part of these consolidated financial statements.
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Consolidated Statement of Cash Flows

For the eighteen months ended 31 December 2015

Year ended
30 June 2014
Note HK$'000
Cash flows from operating activities
Cash generated from operations 27(a) 41,753
Interest paid —
Income tax (paid)/refunded 13
Net cash generated from operating activities 41,766
Cash flows from investing activities
Purchases of property, plant and equipment (13,300)
Purchases of intangible assets —
Interest received 292
Proceeds from disposal of property, plant and equipment 27(b) 259
Deposit for acquisition of land use rights =
Deposit for acquisition of property, plant and equipment —
Acquisition of a subsidiary, net of cash acquired 32 —
Cash inflow from disposal of a subsidiary holding a property 33 —
Restricted bank deposits 11(b) —
Net cash generated from/(used in) investing activities (12,749)
Cash flows from financing activities
Proceeds from interest-bearing borrowings 16 —
Proceeds from loans from fellow subsidiaries 30
Cash inflow from disposal of interest in a subsidiary
without change of control 24(b) —
Dividends paid to the Company’s shareholders 25 (5,616)
Contribution from a non-controlling interest —
Net cash generated from/(used in) financing activities (5,616)
Net increase in cash and cash equivalents 23,401
Cash and cash equivalents at beginning of period/year 66,837
Exchange loss on cash and cash equivalents —
Cash and cash equivalents at end of period/year,
representing bank balances and cash 11() 90,238

The notes on pages 46 to 101 are an integral part of these consolidated financial statements.
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Notes to the Consolidated Financial Statements

1  General information

Evergrande Health Industry Group Limited (formerly known as New Media Group Holdings Limited, the
“Company”) and its subsidiaries (together, the “"Group”) is engaged in book and magazine publishing, digital
business, copyright holding and licensing business (collectively, the “Media Business”) in Hong Kong and
providing plastic surgery, anti-aging and other health services (collectively, the “Health Industry Business”) to

customers in the People’s Republic of China (the “PRC").

The Company is incorporated in Hong Kong as a limited liability company under the Hong Kong Companies
Ordinance. The address of its registered office is Suites 1501-1507, One Pacific Place, 88 Queensway, Hong

Kong.

The Company’s shares are listed on the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock

Exchange”) and it has deposit receipt listed on the Taiwan Stock Exchange.

These consolidated financial statements are presented in Hong Kong dollars (“HK$") thousands, unless

otherwise stated.

Key events

On 25 November 2014, Albert Yeung Holdings Limited (“AY Holdings”) entered into a conditional share
purchase agreement (as supplemented by a supplemental agreement dated 23 December 2014) with Acelin
Global Limited, a wholly-owned subsidiary of Evergrande Real Estate Group Limited, pursuant to which AY
Holdings agreed to sell, and Acelin Global Limited agreed to purchase the entire equity interest of Evergrande
Health Industry Holdings Limited (formerly known as New Media Group Investment Limited). Evergrande Health
Industry Holdings Limited directly holds 74.99% of the total issued shares of the Company (“Transaction 1").

Subsequently, the following two agreements were signed.

On 23 December 2014, New Media Group Limited (formerly known as New Media Enterprise Investment
Limited), an indirect wholly-owned subsidiary of the Company, entered into a conditional property disposal
agreement with Good Force Investments Limited, a subsidiary of Emperor International Holdings Limited,
pursuant to which New Media Group Limited agreed to sell and Good Force Investments Limited agreed to
purchase the entire equity interest of Jade Talent Holdings Limited (“Jade Talent”), an indirect wholly-owned
subsidiary of the Company at the time, and the benefits of shareholder’s loans advanced by New Media Group
Limited to Jade Talent (“Transaction 2"”). Jade Talent was an investment holding company solely for the purpose
of holding the interests in a property through its direct wholly-owned subsidiary, Winning Treasure Limited.
Right after the possible disposal of Jade Talent, the property will be leased back to the Group for three years

after the completion of Transaction 2.

On 23 December 2014, Right Bliss Limited, a direct wholly-owned subsidiary of the Company, entered into a
conditional share disposal agreement with Rawlings Limited, a wholly-owned subsidiary of AY Holdings,
pursuant to which Rawlings Limited agreed to purchase and Right Bliss Limited agreed to sell 9.99% of the

issued shares of New Media Group Limited (“Transaction 3").
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Notes to the Consolidated Financial Statements (Continued)

General information (Continued)

Key events (Continued)

On 27 February 2015, Transactions 1, 2 and 3 had been completed and Evergrande Real Estate Group Limited
became the intermediate holding company of the Company thereafter. Impact of Transactions 2 and 3 are
further illustrated in Notes 33 and 24(b) respectively.

On 20 April 2015, the Company changed its English name from “New Media Group Holdings Limited” to
“Evergrande Health Industry Group Limited” and changed its Chinese name from " #T{E K £ B AR A al"
to"BERREREXEEBERLQA".

Summary of significant accounting policies

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

(a) Basis of preparation

The consolidated financial statements of the Company have been prepared in accordance with all
applicable Hong Kong Financial Reporting Standards (“HKFRS”). The consolidated financial statements
have been prepared under the historical cost convention.

Pursuant to a resolution of the Board of Directors dated 6 July 2015, the financial year end date of the
Company has been changed from 30 June to 31 December to align with the financial year end date of an
intermediate holding company, Evergrande Real Estate Group Limited, and thereby facilitate the
preparation of the consolidated financial statements of Evergrande Real Estate Group Limited. Accordingly,
the current financial period covered an eighteen-month period from 1 July 2014 to 31 December 2015,
and the comparative financial period covered a twelve-month period from 1 July 2013 to 30 June 2014.
The comparative figures for the consolidated statement of comprehensive income, the consolidated
statement of changes in equity, the consolidated statement of cash flows and related notes thereto are
not directly comparable.
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Notes to the Consolidated Financial Statements (Continued)

2 Summary of significant accounting policies (Continued)

(a) Basis of preparation (Continued)

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

(i) Going concern
As disclosed in Note 35 to the consolidated financial statements, on 27 January 2016, the Group
won a bidding on a land use right at a consideration of RMB491,000,000 (approximately
HK$583,135,000). The Group plans to construct a hospital. The total consideration of the land and
future construction costs are expected to be financed by the internal resources, bank loans and
loans from subsidiaries of Evergrande Real Estate Group Limited, an intermediate holding company
of the Group.

Evergrande Real Estate Group Limited has confirmed its intention to provide continuing financial
support to the Group through the arrangement of long-term loans so as to ensure the Group meets
its liabilities when they fall due and to enable the Group to continue operating in the foreseeable
future. The directors have a reasonable expectation that the Group will continue as a going concern
and accordingly have prepared the consolidated financial statements on a going concern basis.

(i) New standards, amendments and interpretation to existing standards adopted by the
Group
The following new standards, amendments and interpretations to existing standards are mandatory
for the first time for the financial period beginning 1 July 2014. The adoption of these new and
amended standards does not have any significant impact to the results or financial position of the

Group.
HKAS 19 (Amendment) Defined benefit plans: Employee contributions
HKAS 32 (Amendment) Financial Instruments: Presentation on
Asset and Liability Offsetting
HKAS 36 (Amendment) Impairment of Assets on Recoverable Amount Disclosures
HKAS 39 (Amendment) Financial Instruments: Recognition and Measurement
— Novation of Derivatives
Annual improvements 2012 Annual Improvements to HKFRSs 2010-2012 Cycle
Annual improvements 2013 Annual Improvements to HKFRSs 2011-2013 Cycle
HKFRS 10, HKFRS 12 and Consolidation for Investment Entities
HKAS 27 (2011) (Amendment)
HK(IFRIC)-Int 21 Levies

The adoption of the above new standards, amendments and interpretations to existing standards do
not have significant impact on the consolidated financial statements, other than certain disclosures.
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Notes to the Consolidated Financial Statements (Continued)

2 Summary of significant accounting policies (Continued)

(a) Basis of preparation (Continued)

(iii)

(iv)

New standards and amendments to existing standards have been issued but are not effective for the

financial period beginning 1 July 2014 and have not been early adopted by the Group:

HKAS 1 (Amendment)
HKAS 16 and 38
(Amendment)
HKAS 16 and 41
(Amendment)
HKAS 27 (Amendment)
HKFRS 9
HKFRS 10 and
HKAS 28 (Amendment)
Amendments to HKFRS 10,
HKFRS 12 and HKAS 28
HKFRS 11 (Amendment)

HKFRS 14
HKFRS 15

Disclosure Initiative

Clarification of Acceptable Methods of
Depreciation and Amortisation

Agriculture: Bearer Plants

Equity Method in Separate Financial Statements

Financial Instruments

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

Investment Entities: Applying the Consolidation
Exception

Accounting for Acquisitions of Interests in
Joint Operations

Regulatory Deferral Accounts

Revenue from Contracts with Customers

Annual improvements 2014 Annual Improvements to HKFRSs

2012-2014 cycle

Note: The effective date was postponed indefinitely.

The management is in the process of making an assessment on the impact of these new standards
and amendments to existing standards and is not yet in a position to state whether any substantial
changes to the Group’s significant accounting policies and presentation of the consolidated financial
statements will be resulted in.

New Hong Kong Companies Ordinance (Cap.622)

In addition, the requirements of Part 9 “Accounts and Audit” of the Companies Ordinance (Cap.
622) have come into operation during the financial period, there are changes to the presentation
and the disclosure of certain information in the consolidated financial statements.

Evergrande Health Industry Group Limited Annual Report 2015
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on or after

1 January 2016
1 January 2016

1 January 2016
1 January 2016
1 January 2018

Note
1 January 2016
1 January 2016
1 January 2016

1 January 2018
1 January 2016
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Notes to the Consolidated Financial Statements (Continued)

2 Summary of significant accounting policies (Continued)

(b) Consolidation

(i)

(i)

Subsidiaries

A subsidiary is an entity (including a structured entity) over which the Group has control. The Group
controls an entity when the Group is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those returns through its power over the
entity. Subsidiaries are consolidated from the date on which control is transferred to the Group.
They are deconsolidated from the date that control ceases.

Business combinations

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

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

Acquisition-related costs are expensed as incurred.

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

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

2 Summary of significant accounting policies (Continued)

(b) Consolidation (Continued)

(i)

(iii)

(iv)

Business combinations (Continued)

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

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

Changes in ownership interests in subsidiaries without change of control

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

Disposal of subsidiaries

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

(c) Separate financial statements

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

Impairment testing of the investments in subsidiaries is required upon receiving a dividend from these
investments if the dividend exceeds the total comprehensive income of the subsidiary in the period the
dividend is declared or if the carrying amount of the investment in the separate financial statements
exceeds the carrying amount in the consolidated financial statements of the investee’s net assets including
goodwill.
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Notes to the Consolidated Financial Statements (Continued)

2 Summary of significant accounting policies (Continued)

(d) Segment reporting

(e)

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision-maker (“CODM"). The CODM who is responsible for allocating resources and assessing
performance of the operating segments, has been identified as the executive directors that makes
strategic decisions.

Foreign currency translation

(i)

(i)

(i)

Functional and presentation currency

[tems included in the financial statements of each group entities are measured using the currency of
the primary economic environment in which the entities operate (the “functional currency”). The
consolidated financial statements are presented in HK dollars (HK$), which is the Company’s
functional and the Group's presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation where items are re-measured. Foreign
exchange gains and losses resulting from the settlement of such transactions and from the
translation at period/year-end exchange rates of monetary assets and liabilities denominated in
foreign currencies are recognised in the consolidated statement of comprehensive income, except
when deferred in equity as qualifying cash flow hedges and qualifying net investment hedges.

Foreign exchange gain and losses that relate to borrowings denominated in foreign currencies are
presented in the consolidated statement of comprehensive income within “finance income/(costs),
net”. All other foreign exchange gain and losses are presented in the consolidated statement of
comprehensive income within “administrative expenses”.

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

o assets and liabilities for each balance sheet of the group entities are translated at the closing
rate at the date of that balance sheet;

o income and expenses for each income statement of the group entities are translated at
average exchange rates; and

o all resulting exchange differences are recognised as a separate component of equity.
Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as

assets and liabilities of the foreign entity and translated at the closing rate. Currency translation
differences arising are recognised in other comprehensive income.

Evergrande Health Industry Group Limited Annual Report 2015



Notes to the Consolidated Financial Statements (Continued)

2 Summary of significant accounting policies (Continued)

()

(9)

Property, plant and equipment

Property, plant and equipment are stated at historical cost less depreciation and any impairment loss.
Historical cost includes expenditure that is directly attributable to the acquisition of the items.

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

Depreciation on property, plant and equipment is calculated using the straight-line method to allocate
their cost to their residual values over their estimated useful lives, as follows:

Leasehold land and building Shorter of 36 years and unexpired terms

of the relevant lease
Leasehold improvements 10 years
Machinery and equipment 3to 10 years
Furniture, fixtures and office equipment 310 6 years

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

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and
are recognised within other (losses)/gains in the consolidated statement of comprehensive income.

Goodwill

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

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

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

Evergrande Health Industry Group Limited Annual Report 2015

53



54

Notes to the Consolidated Financial Statements (Continued)

2 Summary of significant accounting policies (Continued)

(h) Intangible assets

()

Separately acquired intangible assets are shown at historical cost. Intangible assets acquired in a business
combination are recognised at fair value at the acquisition date. Intangible assets have a finite useful life
and are carried at cost less accumulated amortisation. Amortisation is calculated using the straight-line
method to allocate the cost of intangible assets over their estimated useful lives of 5 to 10 years.

Impairment of non-financial assets

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

Financial assets

(i) Classification
The Group classifies its financial assets as loans and receivables. The classification depends on the
purpose for which the financial assets were acquired. Management determines the classification of
its financial assets at initial recognition.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are included in current assets, except for those with
maturities greater than 12 months after the balance sheet date which are classified as non-current
assets. The Group’s loans and receivables comprise as “trade and other receivables”, “cash and
bank balances” and “restricted cash” in the consolidated balance sheet.

(ii) Recognition and measurement

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

(iii) Offsetting financial instruments
Financial assets and liabilities are offset and the net amount reported in the balance sheet when
there is a legally enforceable right to offset the recognised amounts and there is an intention to
settle on a net basis or realise the asset and settle the liability simultaneously. The legally enforceable
right must not be contingent on future events and must be enforceable in the normal course of
business and in the event of default, insolvency or bankruptcy of the Group or the counterparty.
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Notes to the Consolidated Financial Statements (Continued)

2 Summary of significant accounting policies (Continued)

(k) Impairment of financial assets carried at amortised cost

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

The criteria that the Group uses to determine that there is objective evidence of an impairment loss
include:

o significant financial difficulty of the issuer or obligor;
o a breach of contract, such as a default or delinquency in interest or principal payments;

o the Group, for economic or legal reasons relating to the borrower’s financial difficulty, granting to
the borrower a concession that the lender would not otherwise consider;

o it becomes probable that the borrower will enter bankruptcy or other financial reorganisation;
o the disappearance of an active market for that financial asset because of financial difficulties; or

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

(i)  adverse changes in the payment status of borrowers in the portfolio;
(i) national or local economic conditions that correlate with defaults on the assets in the portfolio.
The Group first assesses whether objective evidence of impairment exists.

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

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised (such as an improvement in the
debtor’s credit rating), the reversal of the previously recognised impairment loss is recognised in profit or
loss.
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Notes to the Consolidated Financial Statements (Continued)

2 Summary of significant accounting policies (Continued)

)

(m)

(n)

(o)

(p)

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the weighted
average method. Net realisable value is the estimated selling price in the ordinary course of business, less
applicable variable selling expenses.

Trade and other receivables

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

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

Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash equivalent includes cash in hand and bank
deposits.

Share capital

Ordinary shares are classified as equity.

Trade and other payables

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

Trade and other payables are recognised initially at fair value and subsequently measured at amortised
cost using effective interest method.
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Notes to the Consolidated Financial Statements (Continued)

2 Summary of significant accounting policies (Continued)

(q) Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in the consolidated
statement of comprehensive income, except to the extent that it relates to items recognised in other
comprehensive income or directly in equity. In this case, the tax is only recognised in other comprehensive
income or directly in equity, respectively.

)

(i)

(i)

Current income tax

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

Deferred income tax

Inside basis differences

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

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised.

Outside basis differences

Deferred income tax is provided on taxable temporary differences arising on investments in
subsidiaries, except for deferred income tax liability where the timing of the reversal of the
temporary difference is controlled by the Group and it is probable that the temporary difference will
not reverse in the foreseeable future.

Offsetting

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred income tax assets and
liabilities relate to income taxes levied by the same taxation authority on either the taxable entity or
different taxable entities where there is an intention to settle the balances on a net basis.
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Notes to the Consolidated Financial Statements (Continued)

2 Summary of significant accounting policies (Continued)

(r)

(s)

(®)

Borrowings

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

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after the respective balance sheet date.

Borrowing costs

All borrowing costs are recognised as an expense in the period in which they are incurred.

Employee benefits

(i)

(i)

Employee leave entitlements

Employee entitlements to annual leave are recognised when they accrue to employees. A provision
is made for the estimated liability for annual leave as a result of services rendered by employees up
to the balance sheet date.

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

Retirement benefits

In accordance with the rules and regulations in the PRC, the PRC based employees of the Group
participate in various defined contribution retirement benefit plans organised by the relevant
municipal and provincial governments in the PRC under which the Group and the PRC based
employees are required to make monthly contributions to these plans calculated at a percentage of
the employees’ salaries.

The municipal and provincial governments undertake to assume the retirement benefit obligations
of all existing and future retired PRC based employees’ payables under the plans described above.
Other than the monthly contributions, the Group has no further obligation for the payment of
retirement and other post retirement benefits of its employees. The assets of these plans are held
separately from those of the Group in independently administrated funds managed by the PRC
government.

The Group also participates in a pension scheme under the rules and regulations of the Mandatory
Provident Fund Scheme Ordinance (the “MPF Scheme”) for all employees in Hong Kong, which is a
defined contribution retirement scheme. The contributions to the MPF Scheme are based on
minimum statutory contribution requirement of 5% of eligible employees’ relevant aggregate
income. The assets of this pension scheme are held separately from those of the Group in
independently administered funds.

The Group's contributions to the defined contribution retirement schemes are expensed as incurred.
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Notes to the Consolidated Financial Statements (Continued)

2 Summary of significant accounting policies (Continued)

(t)

Employee benefits (Continued)

(iii) Bonus plans
The Group recognises a liability and an expense for bonus. The Group recognises a provision where
contractually obliged or where there is a past practice that has created a constructive obligation.

(iv) Termination benefits

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

(u) Provisions

(v)

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

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

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

Contingent liabilities

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

A contingent liability is not recognised but is disclosed in the notes to the financial statements. When a

change in the probability of an outflow occurs so that outflow is probable, it will then be recognised as a
provision.
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Notes to the Consolidated Financial Statements (Continued)

2 Summary of significant accounting policies (Continued)

(w) Revenue

Revenue is measured at the fair value of the consideration received or receivable, and represents amounts
receivable for sale of goods and render of services, stated net of discounts and returns, if any. The Group
recognises revenue when the amount of revenue can be reliably measured; when it is probable that future
economic benefits will flow to the entity; and when specific criteria have been met for each of the Group’s
activities, as described below. The Group bases its estimates of return on historical results, taking into
consideration the type of customers, the type of transactions and the specifics of each arrangement.

(i)

(ii)

(iii)

(iv)

(v)

(vi)

Advertising income
Advertising income is recognised upon the publication of the edition in which the advertisement is
placed.

Circulation income
Circulation income represents sales of magazines and books, which is recognised when the
publications are delivered and title has passed, net of any allowances for returned unsold copies.

Digital business income
Digital business income represents revenue from provision of digital services platform, which is
recognised when services are provided.

Provision of magazine content
Revenue from the provision of magazine content is recognised on a straight-line basis over the
relevant contract period.

Income from medical cosmetology and health management
Income from medical cosmetology and health management are recognised when the services have
been rendered to customers. The period of these services rendered is usually within a day.

As part of the Group’s ordinary activities, pre-paid coupons are issued and sold to customers, and
the receipts in respect of which are deferred and recognised as “receipt in advance from health
industry customers” on the consolidated balance sheet. The Group implements a contractual expiry
policy for these coupons under which any unutilised prepayments are fully recognised in profit or
loss upon their expiry.

Interest income

Interest income is recognised on a time-proportion basis using the effective interest method. When
a receivable impaired, the Group reduces the carrying amount to its recoverable amount, being the
estimated future cashflow discounted at original effective interest rate of the instrument, and
continued unwinding the discount as interest income.
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2 Summary of significant accounting policies (Continued)

(x)

(y)

Leases

Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases.

(i) The Group is the lessee other than operating lease of land use rights
Payments made under operating leases (net of any incentives received from the lessor), are charged
to the profit and loss on a straight-line basis over the period of the lease.

(ii) The Group is the lessee under operating lease of land use rights
Land use rights under operating lease, which mainly comprised land use rights to be developed for
self-use buildings, are stated at cost and subsequently amortised in the profit and loss on a straight-
line basis over the operating lease periods, less accumulated impairment provision.

Dividend distribution

Dividend distribution to the equity holders of the Company is recognised as a liability in the Group’s and
the Company’s financial statements in the period in which the dividends are approved by the equity
holders or the board of directors, where applicable.

3  Financial risk management

(a)

Financial risk factors

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

The Group's major financial instruments include trade and other receivables, cash and bank balances,
restricted cash, trade and other payables, receipt in advance, borrowings and loans from fellow
subsidiaries. The Group manages and monitors these exposure to ensure appropriate measures are
implemented on a timely and effective manner.

(i) Foreign exchange risk
The Group operates in Hong Kong and the PRC and is exposed to foreign exchange risk arising from
cash and bank balances that are denominated in currencies other than the functional currency of
the relevant entities. The Group is not subject to significant foreign exchange risk. The revenue,
expenses and borrowings of the foreign operations are denominated in functional currencies of
those operations. The Group has not entered into forward exchange contract to hedge its exposure
to foreign exchange risk.

As at 31 December 2015, if HK$ had strengthened/weakened by 5% against Renminbi (“RMB"),
with all other variables held constant, post-tax profit for the period ended 31 December 2015 would
increase/decrease by approximately HK$2,500,000 (year ended 30 June 2014: increase/decrease by
approximately HK$1,981,000).

Evergrande Health Industry Group Limited Annual Report 2015

61



62

Notes to the Consolidated Financial Statements (Continued)

3

Financial risk management (Continued)

(a) Financial risk factors (Continued)

(i)

(i)

Interest rate risk

The Group's interest rate risk arises from cash and cash equivalents, borrowings and loans from
fellow subsidiaries. Cash and cash equivalents and borrowings at variable rates expose the Group to
cash flow interest rate risk. Loans from fellow subsidiaries at fixed rates expose the Group to fair
value interest rate risk.

As at 31 December 2015, if interest rate on cash and cash equivalents had been 100 basis point
higher/lower with all variables held constant, post-tax profit for the eighteen months ended 31
December 2015 would increase/decrease by approximately HK$773,000 (year ended 30 June 2014:
increase/decrease by approximately HK$113,000).

The Group has not used any interest rate swaps to hedge its exposure to interest rate risk.

Credit risk

The credit risk of the Group mainly arises from trade and other receivables and deposits with banks.
The Group's maximum exposure to credit risk in the event of the counterparties’ failure to perform
their obligations as at the end of the reporting period is the carrying amount of those assets as
stated in the consolidated balance sheet at the end of the reporting period.

In order to minimise the credit risk, the management of the Group monitors the level of exposure to
ensure that follow-up actions are taken to recover overdue debts. In addition, the management of
the Group reviews the recoverability of each trade debt at the end of the reporting period to ensure
that adequate impairment losses are made for irrecoverable amounts. In this regard, the directors
consider that the Group’s credit risk is significantly reduced.

The Group has concentration of credit risk as the Group’s trade receivables as at 31 December 2015
of approximately HK$35,200,000 (30 June 2014: HK$43,650,000) were derived from a few
advertising agencies and a sole distributor of the Group, representing the top five customers of the
Group. They are assessed by the management as high credit rating customers. In order to minimise
the credit risk, the directors of the Group continuously monitor the level of exposure to ensure that
follow-up actions and/or corrective actions are taken promptly to lower exposure or even to recover
the overdue debts. The Group has no significant concentration of credit risk for the remaining trade
receivables, with exposure spread over a number of counterparties and customers.

The Group has concentration of credit risk on liquid funds which are deposited with several banks.
However, the credit risk on liquid funds is limited because the majority of the counterparties are
banks with high credit ratings assigned by international credit-rating agencies and with good
reputation.
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3 Financial risk management (Confinued)

(a) Financial risk factors (Continued)

(iv) Liquidity risk
Management aims to maintain sufficient cash and cash equivalents or have available funding
through an adequate amount of available financing, including proceeds from loans from fellow
subsidiaries and bank borrowings to meet its liabilities when they fall due.

The Group has a number of alternative plans to mitigate the potential impacts on anticipated cash
flows should there be significant adverse changes in economic environment. These include adjusting
development timetable to adapt the market environment and implementing cost control measures.
The Group will pursue such options based on its assessment of relevant future costs and benefits.

The table below analyses the Group’s non-derivative financial liabilities into relevant maturity
grouping based on the remaining period at the consolidated balance sheet to the contractual
maturity date. The amounts disclosed in the table are the contractual undiscounted cash flows.

Less than Between
1year 1and5 years Total
HK$'000 HK$'000 HK$'000

At 31 December 2015
Borrowings

Loans from fellow subsidiaries
Trade and other payables*

Total

At 30 June 2014
Trade and other payables* 46,455 — 46,455

& Excluding receipt in advance of HK$39,824,000 (2014: HK$4,265,000).
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3

Financial risk management (Continued)

(b) Capital risk management

(c)

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

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

Consistent with others in the industry, the Group monitors capital on the basis of the gearing ratio. This
ratio is calculated as net debt divided by total equity. Net debt is calculated as total borrowings (including
current and non-current borrowings and loans from fellow subsidiaries as shown in the consolidated
balance sheet) less cash and cash equivalents. As at 31 December 2015 and 30 June 2014, the Group is in
net cash position.

Fair value estimation
The different levels of the financial instruments carried at fair value, by valuation method, have been
defined as follows:

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

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

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

The nominal value less impairment provisions of trade and other receivables approximate their fair values
due to their short maturities. The fair values of financial liabilities for disclosure purposes is estimated by
discounting the future contractual cash flows at the current market interest rate that is available to the
Group for similar financial instruments.
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Critical accounting estimates and assumptions

Estimates and judgements used in preparing the financial statements are evaluated and based on historical
experience and other factors, including expectations of future events that are believed to be reasonable under
the circumstances. The Group makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and assumptions that may
have a significant effect on the carrying amounts of assets and liabilities within the next financial year are
discussed below.

(a) PRC corporate income taxes and deferred taxation

The Company’s subsidiaries that operate in the PRC are subject to income tax in the PRC. Significant
judgement is required in determining the provision for income tax. There are many transactions and
calculations for which the ultimate determination is uncertain during the ordinary course of business.
Where the final tax outcome of these matters is different from the amounts that were initially recorded,
such difference will impact the income tax and deferred tax provision in the period in which such
determination is made.

Deferred tax assets relating to certain temporary differences and tax losses are recognised when
management considers to be probable that future taxable profit will be available against which the
temporary differences or tax losses can be utilised. The outcome of their actual utilisation may be
different.

(b) Impairment of non-financial assets

The Group regularly reviews whether there are any indications of impairment and will recognise an
impairment loss if the carrying amount of an asset is lower than its recoverable amount which is the
greater of its net selling price or its value in use. In determining the value in use, the Group assesses the
present value of the estimated future cash flows expected to arise from the continuing use of the asset
and from its disposal at the end of its useful life. Estimates and judgements are applied in determining
these future cash flows and the discount rate.

The Group estimates the future cash flows based on certain assumptions, such as market competition and
development and the expected growth in business.
Segment information
The chief operating decision-maker (“CODM") of the Group has been identified as the executive directors of
the Company who are responsible for reviewing the Group’s internal reporting in order to assess the
performance and allocate resources. Management has determined the operating segments based on these

reports. The Group is organised into two segments:

Media: Publication of advertisements, sales of magazines and books, digital business services and
provision of magazine content.

Health Industry: Providing plastic surgery, anti-aging and other health services.
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5 Segment information (Continued)

Management has identified the reportable segments based on the Group’s business model and assesses the
performance of the operating segments based on profit before tax. Unallocated corporate expenses, finance
income and costs and income tax expense are not included in segment results.

(a) Revenue by type

Revenue represents the net amounts received and receivable from customers during the period/year. An
analysis of the Group’s revenue by type for the period/year is as follows:

Year ended

30 June 2014

HK$'000

Advertising income 363,330
Circulation income 73,432
Digital business income 16,711
Provision of magazine content 2,151
Income from medical cosmetology and health management —
455,624

(b) Geographical information

The Group's revenue from external customers based on the location where the sales occurred and
information about its non-current assets (excluding financial instruments and deferred tax assets) by
geographical location of the assets are detailed below:

Revenue from external customers Non-current assets

Year ended
30 June 2014 30 June 2014
HK$'000 HK$'000
Hong Kong 453,386 318,266
PRC 2,238 1,818
455,624 320,084
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5 Segment information (Continued)

(c) Segment revenue and results

The segment information provided to the CODM for the eighteen months ended 31 December 2015 and
the year ended 30 June 2014 is as follows:

Segment revenue and revenue
from external customers

Segment results

Corporate expenses
Finance income

Profit before income tax
Income tax credit

Profit for the period

Other segment items:

Additions to property, plant and equipment
Depreciation

Amortisation

Interest income

Interest expense

Year ended 30 June 2014

Media Health Industry Total
HK$'000 HK$'000 HK$'000

Segment revenue and revenue
from external customers 455,624 — 455,624
Segment results 14,129 — 14,129
Corporate expenses (2,672)
Finance income, net 1,457
Profit before income tax 12,914
Income tax expense (1,895)
Profit for the year 11,019

Other segment items:

Additions to property, plant and equipment 13,183 — 13,183
Depreciation (24,972) — (24,972)
Interest income 1,457 — 1,457
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5 Segment information (Continued)

(c) Segment revenue and results (Continued)

The segment assets as at 31 December 2015 and 30 June 2014 are as follows:

Media Health Industry Total
HK$'000 HK$'000 HK$'000

As at 31 December 2015
Segment assets

Corporate assets
Tax recoverable

Total assets

As at 30 June 2014

Segment assets 506,879 — 506,879
Corporate assets 5,359
Total assets 512,238

(d) Information about major customers

Revenues from customers of the corresponding period/year contributing over 10% of the total sales of the
Group are as follows:

Year ended

30 June 2014

HK$'000

Customer A 70,264
Customer B 50,154

Customer A is a sole distributor of the magazines published by the Group and Customer B is an
advertising agency, from which the Group generates circulation income and advertising income
respectively. These revenues are attributable to the Media segment.
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6  Property, plant and equipment

Furniture,
fixtures
Leasehold land Leasehold Machinery and and office
and building  improvements equipment equipment Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At 1 July 2013
Cost 267,693 59,906 14,871 61,421 403,891
Accumulated depreciation (9,295) (9,162) (9,170) (44,858) (72,485)
Net book amount 258,398 50,744 5,701 16,563 331,406
Year ended 30 June 2014
Opening net book amount 258,398 50,744 5,701 16,563 331,406
Additions — 2,304 1,105 9,774 13,183
Disposals (Note 27(b)) — (39) 91) (98) (228)
Depreciation (Note 18) (7,436) (6,198) (1,898) (9,440) (24,972)
Closing net book amount 250,962 46,811 4,817 16,799 319,389
At 30 June 2014
Cost 267,693 62,160 15,362 69,666 414,881
Accumulated depreciation (16,731) (15,349) (10,545) (52,867) (95,492)
Net book amount 250,962 46,811 4,817 16,799 319,389

Period ended 31 December 2015
Opening net book amount
Currency translation differences
Acquisition of a subsidiary

(Note 32)
Disposal of a subsidiary holding

a property (Note 33)
Additions
Disposals (Note 27(b))
Depreciation (Note 18)

Closing net book amount

As at 31 December 2015
Cost
Accumulated depreciation

Net book amount
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Property, plant and equipment (Continued)

Depreciation charge of the Group was included in the following categories in the consolidated statement of
comprehensive income:

Eighteen months

ended Year ended

31 December 2015 30 June 2014

HK$'000 HK$'000

Cost of sales 4,118 —
Selling and marketing costs 166 —
Administrative expenses 26,649 24,972
30,933 24,972

As at 31 December 2015, there was no pledge of property, plant and equipment by the Group. As at 30 June
2014, the Group pledged leasehold land and building with a net book value of approximately HK$250,962,000
to secure general undrawn banking facilities amounting to HK$60,000,000 granted to the Group. The banking
facilities was not available to the Group since the disposal of a subsidiary holding a property which holds the
pledged leasehold land and building (Note 33).

Goodwill

HK$'000
At 1 July 2013, 30 June 2014 and 31 December 2015 695

The goodwill is allocated to the cash generating unit (“CGU") of the magazine operated by Weekend Weekly
Publishing Limited (“Weekend Weekly”). As at 31 December 2015, an impairment test was performed by
comparing the attributable carrying amount of the business with the recoverable amount. The recoverable
amount of the CGU is determined based on value-in-use calculations.

These calculations use pre-tax cash flow projections based on financial budgets approved by management
covering five-year period. Cash flow beyond five-year period are extrapolated using the estimated growth rates
stated below. The growth rate does not exceed the long-term average growth rate for the business in which the
CGU operates.

Eighteen months

ended Year ended

31 December 2015 30 June 2014

HK$’'000 HK$'000

Discount rate 8% 1%
Constant growth rate 1% 1%

Management of the Group determines that there was no impairment of CGU containing goodwill at the end of
the reporting period.
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Prepayments, trade and other receivables

30 June 2014
HK$'000
Trade receivables from:
— third parties 91,449
— related companies (Note 31) 362
91,811
Less: allowance for doubtful debts (377)
91,434
Prepayments 4,849
Deposits 667
Other receivables from:
— third parties 4,966
— related companies (Note 31) ==
101,916
Less: non-current portion:
— prepayments for land use rights (Note) —
— prepayments for property, plant and equipment —
Current portion 101,916

Note: On 19 October 2015 and 22 December 2015, the Group won a bidding on the state-owned construction land use rights of Hainan Boao
Lecheng International Medical Tourism Pilot Zone, Qionghai City and Binhai New District, Danzhou, Hainan Province, PRC, at a
consideration of approximately RMB93,419,000 (approximately HK$111,150,000) and RMB55, 134,000 (approximately HK$65,598,000)
respectively. HK$153,867,000 was prepaid at the period ended 31 December 2015.

The Group normally grants credit terms of 30 days to 120 days to its customers with reference to their historical
payment records and business relationship. Settlement of the sales from circulation income from magazines
shall be made by the distributor to the Company within 10 days after the verification of the quantity of
magazines sold. Credit limit and outstanding balance from advertising income will be reviewed by the
management once a month. The following is an aging analysis of trade receivables based on the invoice date at
the reporting date, which approximated the respective revenue recognition date:

30 June 2014
HK$'000

Age
0-30 days 60,721
31-90 days 23,487
Over 90 days 7,226
91,434
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8 Prepayments, trade and other receivables (Confinued)

Included in the Group's trade receivables balance are debtors with a carrying amount of approximately
HK$56,294,000 (2014: HK$42,703,000), which are past due at the end of the reporting period for which the
Group has not provided allowance as there has not been a significant change in credit quality and the Group
believes that the amounts are considered recoverable. For the remaining trade receivables that are neither past
due nor impaired, the Group believes that the amounts are considered recoverable with reference to their
historical payment records and business relationship. The Group does not hold any collateral over these
balances.

Aging of trade receivables which are past due but not impaired

30 June 2014
HK$°000
1 to 90 days 39,420
91-180 days 2,598
Over 180 days 685
42,703

Movements in the allowance for doubtful debts
30 June 2014
HK$'000
Balance at beginning of period/year 607
Amounts written off as uncollectible (290)
Charged to profit or loss (Note 18) 60
Balance at end of period/year 377

Included in the allowance for doubtful debts are individually impaired trade receivables with an aggregate
balance of HK$307,000 (30 June 2014: HK$377,000). Since the management considered the prolonged
outstanding balances from individual customers were in doubt, full impairment has been made on these
balances. The Group does not hold any collateral over these balances.

In determining the recoverability of the trade receivables, the Group considers any change in the credit quality

of the trade receivables from the date credit was initially granted up to the reporting date. The directors believe
that there is no further allowance required in excess of the current amount of allowance for doubtful debts.
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Prepayments, trade and other receivables (Confinued)

The carrying amounts of the Group's prepayments, trade and other receivables are denominated in the
following currencies:

30 June 2014
HK$'000
RMB 272
HKD 101,644
101,916
Intangible assets
Copyrights in
Publishing photographs
library and articles Software Trademarks Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Note (a)) (Note (a))
As at 1 July 2013 and 30 June 2014
Cost 34,690 6,620 — — 41,310
Accumulated amortisation and impairment (34,690) (6,620) — — (41,310)
Net book amount = = = = =
Period ended 31 December 2015
Opening net book amounts at 1 July 2014 — — — — —
Additions — — 2,710 105 2,815
Amortisation — — (27) (@) (€]
Currency translation differences — — (82) (3) (85)
Closing net book amount at 31 December
2015 — — 2,601 98 2,699
As at 31 December 2015
Cost 34,690 6,620 2,628 102 44,040
Accumulated amortisation and impairment (34,690) (6,620) (27) 4) (41,341)
Net book amount — — 2,601 98 2,699

(a) The Group would publish booklets occasionally using the contents in the publishing library, the photographs and the articles. At 30 June
2009, the management conducted a review of the Group's intangible assets in light of the current market condition for the decreasing
in sale of booklets by comparing the carrying amount and the recoverable amount of intangible assets. The intangible assets were
impaired based on the estimated recoverable amounts with reference to their values in use. An impairment loss of approximately
HK$3,490,000 had therefore been determined and recognised to the profit or loss for the year ended 30 June 2009.
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10 Inventories

30 June 2014
HK$'000

Medical products

Cost of inventories sold recognised as expenses and included in “cost of sales” amounted to approximately
HK$5,684,000 (2014: HK$nil).

11 Cash and bank balances

(a) Cash and cash equivalents

30 June 2014
HK$'000
Cash at bank 9,789
Cash on hand 585
Short-term bank deposits 79,864
Cash and cash equivalents 90,238
30 June 2014
HK$'000

Denominated in:
HK$ 48,350
RMB 41,813
Other currencies 75
Cash and cash equivalents 90,238

The conversion of RMB denominated balances into foreign currencies and the remittance of such foreign
currencies denominated bank balances and cash out of the PRC are subject to relevant rules and
regulation of foreign exchange control promulgated by the PRC government.

Cash at banks earns interest at floating daily bank deposit rates.

Cash and cash equivalents carry interest at market rates ranging from 0.01% to 0.5% (2014: 0.01% to
3.25%).
(b) Restricted cash

As at 31 December 2015, HK$60,482,000 (2014: HK$nil) are restricted deposits held at bank as reserve
for serving of debt for revolving loans of HK$58,300,000 (2014: HK$nil) and corporate credit card facility
provided by the bank.
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11

12

13

14

Cash and bank balances (Confinved)

(c) Banking facilities

During the period, uncommitted banking facility of RMB500,000,000 (approximately HK$594,900,000)
(2014: HK$nil) was granted to the Group secured by deposits of the Company provided that the drawing
shall not exceed 98% of the deposits.

As at 31 December 2015, the total uncommitted banking facility was utilised to the extent of

RMB49,000,000 (approximately HK$58,300,000) and the Group has available un-utilised banking facility
of RMB451,000,000 (approximately HK$536,600,000).

Share capital

Number of shares Amount
HK$'000
Ordinary shares, issued and fully paid:

As at 1 July 2013 864,000,000 8,640
Transition to no-par value regime on 3 March 2014 (Note 14) — 273,631
At 30 June 2014 and 1 July 2014 864,000,000 282,271
Effect of share subdivision (Note 26(a)) 7.,776,000,000 =
As at 31 December 2015 8,640,000,000 282,271

Note: In accordance with the transitional provisions set out in section 37 of Schedule 11 to Hong Kong Companies Ordinance (Cap. 622), on 3

March 2014, any amount standing to the credit of the share premium account has become part of the Company’s share capital.

Share option schemes

No option was granted by the Company under the Share Option Scheme since its adoption and up to 31
December 2015.

Reserves
Details of changes in reserves of the Group are set out in the consolidated statement of changes in equity.

(a) Share premium

Pursuant to the new Hong Kong Companies Ordinance which has become effective on 3 March 2014, the
share premium amounting to HK$273,631,000 was transferred to share capital upon abolition of par
value (Note 12).

(b) Special reserve

The special reserve of the Group represented the differences between the aggregate amount of share
capital and share premium of the relevant subsidiaries and the nominal value of the Company’s shares
issued for the acquisition at the time of a group reorganisation scheme (the “Group Reorganisation”).

(c) Capital contribution reserve

The amount of HK$695,000 was arising from the acquisition of additional 15% equity interest in
Weekend Weekly by Top Queen Investments Limited (“Top Queen”) from a non-controlling shareholder in
2006 and deemed as capital contribution to the Group.
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14 Reserves (Continued)

(c) Capital contribution reserve (Continued)
The amount of HK$101,000 represented the current accounts waived by Top Queen during the year
ended 31 March 2008 as a result of deregistration of eWeekend Limited and Forever Grace Limited prior
to the Group Reorganisation.

(d) Other reserve
Other reserve represents the deemed contribution arising from the discounting of the non-current interest-
free loans from fellow subsidiaries.

(e) Exchange reserve

The exchange reserve comprises all foreign exchange differences arising from the translation of the
financial statements of group entities with fluctuation currency other than HK$. The reserve is dealt with
in accordance with the accounting policies set out in Note 2(e)(iii) to the consolidated financial statements.

15 Trade and other payables

30 June 2014
HK$'000

Trade payables to:
— third parties 25,894
— related companies (Note 31) 154
26,048

Other payables to:
— third parties 24,672
— related companies (Note 31) —
24,672
Total trade and other payables 50,720

Receipt in advance from health industry customers

The Group normally receives credit terms of 60 days to 90 days from its suppliers. The following is an aging
analysis of trade payables based on the invoice date at the reporting date:

30 June 2014
HK$°000

Age
0 to 90 days 25,638
91-180 days 211
Over 180 days 199
26,048
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15

16

Trade and other payables (Continued)

The Group's trade and other payables are denominated in the following currencies:

30 June 2014
HK$'000
RMB 704
HKD 50,016
50,720

The Group's receipt in advance from health industry customers are denominated in RMB.

Borrowings

30 June 2014
HK$'000
Borrowings _

Less: non-current borrowing — secured

Current borrowing — secured

The borrowings are secured by the share charge, representing 90.01% of the issued share capital of New Media
Group Limited, a subsidiary of the Company.

The non-current borrowing of HK$75,000,000 is repayable in 2 years from the date of the first drawdown, 25
February 2015. It can be extended for another 6 months subject to the satisfaction of the credit review of the
borrower, Right Bliss Limited, a subsidiary of the Company, by the lender.

The short-term borrowing of RMB49,000,000 (equivalent to approximately HK$58,300,000), is repayable to the
bank on the date of last payment of interest, 29 April 2016. The carrying amounts of the current borrowings

approximate their fair values due to its short maturities.

The interest rate of the borrowings was ranged from 3.95% to 5% as at 31 December 2015. Interest expense
on borrowings for the eighteen months ended 31 December 2015 is HK$3,614,000 (2014: HK$nil).
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17 Deferred income tax (assets)/liabilities

The analysis of deferred tax assets and deferred tax liabilities is as follow:

2015 2014

HK$'000 HK$'000

Deferred tax assets (3,413) —
Deferred tax liabilities 1,153 2,575
Deferred tax (assets)/liabilities (2,260) 2,575

The following are the major deferred tax liabilities/(assets) recognised and movements thereon during the year/
period:

Accelerated Disposal of
tax a subsidiary
depreciation Tax losses (Note 33) Total
HK$'000 HK$’000 HK$'000 HK$'000
As at 1 July 2013 3,493 (355) — 3,138
Credit to profit or loss for the year
(Note 23) (483) (80) — (563)
As at 30 June 2014 3,010 (435) — 2,575
Credit to profit or loss for the period
(Note 23) (1,331) (3,133) (371) (4,835)
As at 31 December 2015 1,679 (3,568) (371) (2,260)

At 31 December 2015, the Group had unused tax losses of approximately HK$70,374,000 (30 June 2014:
HK$40,453,000) available for offset against future profits. As at 31 December 2015, a deferred tax asset had
been recognised in respect of approximately HK$14,587,000 (30 June 2014: HK$2,635,000) of such losses. No
deferred tax asset has been recognised in respect of the remaining HK$55,787,000 (30 June 2014:
HK$37,818,000) due to the unpredictability of future profit streams. Included in unrecognised tax losses at 31
December 2015 are losses of approximately HK$2,919,000 (30 June 2014: HK$1,145,000) that will expire
within 5 years from the year of originating. Other tax losses may be carried forward indefinitely. There were no
other significant temporary differences arising during the period or at the end of the reporting period.
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18 Operating profit

An analysis of major expenses as stated in cost of sales, selling and marketing costs and administrative expenses
is as follows:

Year ended
30 June 2014
HK$'000
Employee benefit expenses (including directors’ emoluments)

(Note 19) 216,865
Allowance for doubtful debts (Note 8) 60
Auditor’s remuneration 2,119
Depreciation of property, plant and equipment (Note 6) 24,972
Net exchange loss 426
Cost of inventories —
Operating lease rentals for rented premises and machineries 3,228

19 Employee benefit expenses — including directors’ emoluments
Year ended
30 June 2014
HK$'000
Wages and salaries 208,948
Pension cost — defined contribution plans 7,417
Discretionary bonus 500
216,865
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20 Benefits and interests of directors (disclosures required by section 383 of the Hong
Kong Companies Ordinance (Cap. 622), Companies (Disclosure of Information
about Benefits of Directors) Regulation (Cap. 622G) and HK Listing Rules)

(a) Directors’ and Chief Executive’s emoluments

The remuneration of directors and the Chief Executive for the eighteen months ended 31 December 2015
is set out below:

Tan Chaohui (Note a)
Tong Ming (Note )
Han Xiaoran (Note a)
Chau Shing Yim, David
(Note a)
Guo Jianwen (Note a)
Xie Wu (Note a)
Percy Hughes, Shirley (Note b)
Lee Che Keung, Danny
(Note b)
Wong Chi Fai (Note b)
Fan Man Seung, Vanessa
(Note b)
Hui Wai Man, Shirley (Note b)
Tse Hin Lin, Arnold (Note b)
Kwan Shin Luen, Susanna
(Note b)
Chan Sim Ling, Irene (Note b)

Total emoluments

Notes:
(a) Appointed on 27 March 2015.
(b) Resigned on 27 March 2015.

(a] Appointed on 27 March 2015 and resigned on 23 March 2016.
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20 Benefits and interests of directors (disclosures required by section 383 of the Hong
Kong Companies Ordinance (Cap. 622), Companies (Disclosure of Information
about Benefits of Directors) Regulation (Cap. 622G) and HK Listing Rules) (Continued)
(a) Directors’ and Chief Executive’s emoluments (Continued)

The remuneration of directors and the Chief Executive for the year ended 30 June 2014 is set out below

(Restated):
Emoluments paid or receivable in respect of a person’s services as a director,
whether of the Company or its subsidiaries undertaking
Employer’s
contribution to a
Discretionary retirement
Fee Salary bonuses  benefit scheme Total
HK$'000 HK$'000 HK$°000 HK$'000 HK$'000
(Note )
Percy Hughes, Shirley 150 2,931 300 15 3,396
Lee Che Keung, Danny 150 2,480 200 15 2,845
Wong Chi Fai 150 — — — 150
Fan Man Seung, Vanessa 150 — — — 150
Hui Wai Man, Shirley 180 — — — 180
Tse Hin Lin, Arnol (Note a) 69 — — — 69
Kwan Shin Luen, Susanna 180 — — — 180
Chan Sim Ling, Irene (Note b) M — — — m
Total emoluments 1,140 5,411 500 30 7,081
Notes:

(a) Retired at the annual general meeting of the Company held on 18 November 2013 and not offered for re-election.
(b) Appointed on 18 November 2013.

(0) The bonus payment is determined with reference to the individual performance for the year ended 30 June 2014.
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20 Benefits and interests of directors (disclosures required by section 383 of the Hong
Kong Companies Ordinance (Cap. 622), Companies (Disclosure of Information
about Benefits of Directors) Regulation (Cap. 622G) and HK Listing Rules) (Continued)

(b) Directors’ retirement benefits and termination benefits

None of the directors of the Company received or will receive any retirement benefits or termination
benefits in respect of their services to the Group for the period (year ended 30 June 2014: HK$nil).

(c) Consideration provided to third parties for making available directors’ services

During the period, the Group has not paid any consideration to any third parties for making available
directors’ services to the Company (year ended 30 June 2014: HK$nil).

(d) Information about loans, quasi-loans and other dealings in favour of directors,
controlled bodies corporate by and connected entities with such directors

There were no loans, quasi-loans and other dealings entered into by the Group in favour of the directors
of the Company, or body corporate controlled by or entities connected with any of the directors of the
Company at the end of the period or at any time during the period (year ended 30 June 2014: HK$nil).

(e) Directors’ material interests in transactions, arrangements or contracts

No significant transactions, arrangements and contracts in relation to the Group’s business to which the
Company was a party and in which a director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the period or at any time during the period (year ended 30 June 2014:
HK$nil).

Ms. Percy Hughes, Shirley was also the Chief Executive of the Company and her emoluments disclosed
above include those for services rendered by her as the Chief Executive. Code provision A.2.1 stipulates
that the roles of chairman and Chief Executive should be separate and should not be performed by the
same individual. Since 27 March 2015, the Company did not have any officer with the title of Chief
Executive Officer. The overall responsibility of supervising and ensuring that the Group functions in line
with the order of the Board in terms of day-to-day operation and execution is vested in the Board itself.

With effect from 23 March 2016, Mr. Peng Sheng was appointed as an Executive Director and Chief
Executive Officer of the Company.

21 Other gains, net

Eighteen months

ended Year ended

31 December 2015 30 June 2014

HK$'000 HK$'000

(Loss)/gain on disposals of plant and equipment (Note 27(b)) (153) 31
Gain on disposal of a subsidiary holding a property (Note 33) 136,700 —
Other gains, net 136,547 31

82  Evergrande Health Industry Group Limited Annual Report 2015



Notes to the Consolidated Financial Statements (Continued)

22

23

Finance (costs)/income

Year ended
30 June 2014
HK$°000
Finance income
— Bank interest income 1,457
Finance costs
— Interest expense on borrowings —
Finance (cost)/income, net 1,457
Income tax credit/(expense)
The amount of income tax credited/(charged) to profit or loss represents:
Year ended
30 June 2014
HK$'000
Current tax:
Hong Kong profits tax (2,494)
PRC corporate income tax —
Over provision in prior year 36
Deferred taxation (Note 17) 563
(1,895)

Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable profit for the eighteen months ended
31 December 2015 (year ended 30 June 2014: 16.5%).

PRC corporate income tax is calculated at 25% of the estimated assessable profit for the eighteen months
ended 31 December 2015 (year ended 30 June 2014: 25%).

The income tax provision of the Group in respect of operations in the PRC has been calculated at the applicable

tax rate of 25% on the estimated assessable profits for the period/year, based on the existing legislation,
interpretations and practices in respect thereof.

Evergrande Health Industry Group Limited Annual Report 2015

83




84

Notes to the Consolidated Financial Statements (Continued)

23 Income tax (credit)/expense (Confinued)

The tax on the Group's profit before taxation differs from the theoretical amount that would arise using the

weighted average tax rate applicable to profits of the Group as follows:

Profit before income tax

Tax calculated at domestic tax rates applicable to profits
in the respective countries

Income not subject to tax

Expenses not deductible for taxation purposes

Utilisation of previously unrecognised tax losses

Temporary difference not recognised

Tax losses for which no deferred tax asset was recognised

Effect of different tax rates of subsidiaries operating in the PRC

Over-provision in prior years

Year ended
30 June 2014
HK$'000

12,914

Income tax (credit)/expense

2,131
(259)
928
(1,006)
5

77

55
(36)
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24 Subsidiaries

(a) Particulars of principal subsidiaries

Issued and
Place of fully paid Percentage of
incorporation/  share capital/ attributable equity
Name operation paid-in capital interest held Principal activities
directly indirectly
Media Publishing Limited Hong Kong HK$2 — 90.01% Magazine and book publishing
New Media Group Digital Hong Kong HK$2 — 90.01% Digital business and provision of
Services Limited magazine content
New Media Group Publishing Hong Kong HK$800,000 = 90.01% Magazine publishing
Limited
New Media Services Consultant Hong Kong HK$2 — 90.01% Book publishing agent
Company Limited (formerly known
as Economic Digest Publishing
Limited)
New Monday Publishing Limited Hong Kong HK$2 — 90.01% Magazine publishing
Reach Gain Limited Hong Kong HKS$1 — 90.01% Digital business
Time Year Limited Hong Kong HK$2 — 90.01% Copyright holding and
licensing business
Weekend Weekly Publishing Hong Kong HK$100 — 90.01% Magazine publishing
Limited
ERFELRRMHEE PRC (i) RMB6,500,000 - 90.01% Provision of magazine contents
BRAR and digital business
development services
New Media Group Limited BVI US$10,000 — 90.01% Investment holdings
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24 Subsidiaries (Continued)

(a) Particulars of principal subsidiaries (Continued)

Name

Right Bliss Limited

Flaming Ace Limited

ERERERLRA(FE)
Best Wealth Development

Limited

BNTETESERDA
Guangzhou Huiyu Trading

Co. Ltd.

BMNTHRERERERAA
Guangzhou Kaishang Health

Industry Co. Ltd.

AEEARRXAERARAT

Tianjin Evergrande Wonjin Beauty

Hospital Co. Ltd.

BENEXREBEREBRAT
Guangzhou Evergrande Health
Medical Investment Co. Ltd.

EMmEREEEMNDY
B[R A 8] Guangzhou Haizhu
Henghui Clinic Co. Ltd.

EMBEARERREERE
B[R 2 8] Guangzhou Evergrande
Yayuan Health Management

Service Co. Ltd.

Issued and
Place of fully paid
incorporation/  share capital/
operation paid-in capital
BVI US$1
BVI US$1
Hong Kong HK$1
PRC (i) RMB19,085,700
PRC (iii) RMB10,000,000
PRC (i) RMB43,000,000
PRC (iii) RMB10,000,000
PRC (iii) RMB4,000,000
PRC (iii) RMB3,000,000
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Percentage of
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interest held
directly indirectly
100% S
100% —
— 100%
— 100%
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— 96.25%
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Principal activities

Investment holdings

Investment holdings

Investment holdings

Wholesales of home care and
healthcare products

Wholesales of cosmetic products
and provision of healthcare
services

Provision of health services

Investment holding

Provision of healthcare services

Provision of healthcare services
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24 Subsidiaries (Continued)

(a) Particulars of principal subsidiaries (Continued)

Issued and
Place of fully paid Percentage of
incorporation/  share capital/ attributable equity
Name operation paid-in capital interest held Principal activities
directly indirectly
BLUREEAPSREERRE  PRC i) RMB3,000,000 — 100% Provision of healthcare services
B /A 7] Foshan Nanhai
Evergrande Yujing Health
Management Service Co. Ltd.
EREEMDHERAF PRC (ii) RMB1,000,000 = 100% Provision of healthcare services
Jinan Henghui Clinic Co. Ltd.
EHZNEBMDEERAA PRC (iii) RMB1,000,000 = 100% Provision of healthcare services
Jinan Oasis Henghui Clinic Co. Ltd.
BEMEBREREERAR PRC (iii) RMB1,000,000 — 100% Provision of healthcare services
Luoyang Henghui Health Service
Co. Ltd.
KEABEBMRDHERAA PRC (ii) RMB1,000,000 - 100% Provision of healthcare services
Chengdu Henghui Clinic Co. Ltd.
RPMEEMZDERAF PRC (iii) RMB1,000,000 — 100% Provision of healthcare services
Changsha Henghui Clinic Co. Ltd.
REBEERLZARKERLA  PRC i) RMB1,000,000 — 100% Provision of healthcare services
Wuhan Henghui Health Consulting
Service Co. Ltd.
HEMEEERERER A PRC (i) RMB1,000,000 — 100% Provision of hospital management,
Nanchang Henghui Hospital software and advertisement
Management Co. Ltd. design service
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24 Subsidiaries (Continued)

(a) Particulars of principal subsidiaries (Continued)

Issued and
Place of fully paid Percentage of
incorporation/  share capital/ attributable equity
Name operation paid-in capital interest held Principal activities
directly indirectly
RREEEMZBERAR PRC (i) RMB1,000,000 — 100% Provision of healthcare services
Shijiazhuang Henghui Clinic
Co. Ltd.
BHEAAREEERAR PRC (il RMB100,000,000 = 100% Provision of healthcare services
Hainan Evergrande International
Medical Co. Ltd.
RIHEAHEHHBREERF PRC() RMB5,000,000 - 100% Provision of information
Shenzhen Evergrande Digital technology consultancy services
Technology Co. Ltd.
THETREREBRAMZEER PRC (i) RMB1,000,000 — 100% Provision of healthcare services
/A7) Shenyang Yuhong Henghui
Polyclinic Co. Ltd.
Notes:
(i) These subsidiaries are wholly-owned foreign enterprises in the PRC.

(ii) These subsidiaries are sino-foreign co-operative joint venture in the PRC. Each of these entities is considered as a subsidiary of the
Group because the Group has majority voting rights on the board of directors and its strategic, operating, investing and financing
activities are controlled by the Group.

(iii) These subsidiaries are domestic enterprises in the PRC.
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24 Subsidiaries (Continued)

(b) Non-controlling interests

Summarised financial information on subsidiaries with non-controlling interests

On 27 February 2015, Transaction 3 had been completed and the Group disposed of 9.99% equity
interest in New Media Group Limited (“New Media”) to Rawlings Limited (Note 1). The consideration of
Transaction 3 is HK$10,339,000 which approximates to the carrying amount of equity interests disposed
of. As such, there is no variance of consideration received and the carrying amount of equity interests
disposed of and there is no change to the equity attributable to owners of the Company.

As disclosed in Note 32, on 1 April 2015, the Company entered into an equity acquisition agreement with
Evergrande Health Industry Co., Ltd.* (1B KR E % B R A 7)) (the “Vendor”), to acquire 96.25% of
the equity interest in Tianjin Evergrande Wonjin Beauty Hospital Co., Ltd.* (KB A RREZA B AR
A A]) (“Evergrande Wonjin"). According to agreement with non-controlling interest, the non-controlling
interest shares 40% of the results of operation of Evergrande Wonijin.

The total profit allocated to non-controlling interests to the period is HK$10,059,000 (2014: HK$nil), of
which HK$415,000 (2014: HK$nil) is attributed to New Media and HK$9,644,000 (2014: HK$nil) is

attributed to Evergrande Wonjin.

*  For identification purpose only

Summarised balance sheet

Evergrande Wonjin New Media Total
Percentage of
ownership interest held
by non-controlling interest 3.75% 9.99%
30 June 30 June 30 June
2014 2014 2014
HK$'000 HK$'000 HK$'000
Current
Assets 186,796 186,796
Liabilities (334,003) (334,003)
Total current net liabilities (147,207) (147,207)

Non-current
Assets 320,084 320,084
Liabilities (2,575) (2,575)

Total non-current net assets 317,509 317,509

Net assets

170,302
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24 Subsidiaries (Continued)

(b) Non-controlling interests (Continued)

Summarised financial information on subsidiaries with non-controlling interests (Continued)
Summarised statement of comprehensive income

Evergrande Wonjin New Media Total

Year ended Year ended Year ended

30 June 2014 30 June 2014 30 June 2014

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

Revenue 455,624 455,624
(Loss)/profit before income tax 12,550 12,550
Income tax (expense)/credit (1,891) (1,891)
(Loss)/profit for the period/year 10,659 10,659

Other comprehensive loss

Total comprehensive (loss)/income
for the period/year

Total comprehensive loss allocated
to non- controlling interests

Dividends paid to non-controlling
interests
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24 Subsidiaries (Continued)

(b) Non-controlling interests (Continued)

Summarised financial information on subsidiaries with non-controlling interests (Continued)
Summarised statement of cash flows

Evergrande Wonjin New Media Total

Year ended Year ended Year ended
30 June 2014 30 June 2014 30 June 2014
HK$'000 HK$'000 HK$'000

Cash flows from operating activities
Cash generated from/(used in)

operations 40,111
Interest paid
Income tax (paid)/refunded 14
Net cash generated from/(used in)

operating activities 40,125
Net cash (used in)/generated

from investing activities (11,503)
Net cash generated from/(used in)

financing activities (5,220)
Net increase/(decrease) in cash

and cash equivalents 23,402
Cash, cash equivalents at

beginning of period/year 61,478
Cash and cash equivalents at

end of periodfyear 84,880

The information above is the amount before inter-company eliminations.
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25 Dividends
Year ended
30 June 2014
HK$'000
Interim dividend paid of HKnil (2014: HKO0.25 cents)

per ordinary share 2,160

Final dividend paid of HK0.13 cents (2014: HK0.4 cents)
per ordinary share 3,456
5,616

26 Earnings per share

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

Year ended
30 June 2014
(Restated)
HK$'000

Profit attributable to owners of the Company 11,019
Weighted average number of ordinary shares for the purpose

of basic earnings per share (Note (a)) 8,640,000,000

0.128

Basic earnings per share (HK cents) (Note (b))

Notes:
(a) The newly issued shares of 7,776,000,000 under the share subdivision pursuant to the shareholders resolutions dated 24 August 2015
are adjusted in the weighted average number of ordinary shares in issue as if the issue had occurred at 1 July 2013, the beginning of the

earliest period reported.

(b) As there was no dilutive potential ordinary shares for the eighteen months ended 31 December 2015 (year ended 30 June 2014: same),
diluted earnings per share equals basic earnings per share.
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27 Notes to the statement of cash flows

(a) Cash generated from operations

Year ended
30 June 2014
HK$'000
Profit before income tax 12,914
Adjustments for:
Finance income (1,457)
Finance costs —
Depreciation of property, plant and equipment (Note 6) 24,972
Loss/(gain) from disposal of property,
plant and equipment (Note 21) (31)
Gain on disposal of a subsidiary holding
a property (Note 33) —
Allowance for doubtful debts (Note 18) 60
Amortisation of intangible assets (Note 9) —
Operating (loss)/profit before working capital changes 36,458
Changes in working capital:
(Increase)/decrease in inventories 545
(Increase)/decrease in trade and other receivables 13,555
Increase/(decrease) in trade and other payables,
and receipt in advance from health industry customers (8,805)
Cash generated from operations 41,753

(b) In the consolidated statement of cash flows, proceeds from sale of property,
plant and equipment comprise:

Year ended

30 June 2014

HK$'000

Net book amount (Note 6) 228
(Loss)/gain from disposal of property,

plant and equipment (Note 21) 31

Proceeds from disposal of property, plant and equipment 259
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28 Commitments

(a) Capital commitments
Capital expenditure contracted for at the end of the period but not yet incurred is as follows:

30 June 2014
HK$'000

Land use rights (Note 8)

(b) Operating lease commitments

The Group had future aggregate minimum lease payments in relation of related premises and machineries
under non-cancellable operating leases as follows:

30 June 2014

HK$'000

Within one year 3,003
In the second to fifth year inclusive 8,949
11,952

29 Contingent liabilities
For the eighteen months ended 31 December 2015, the Group has no material contingent liabilities.
For the year ended 30 June 2014, certain subsidiaries of the Company were involved in legal proceedings or
claims against them in the ordinary course of their business activities. Resolution of such litigation and claims did
not have a material adverse effect on the Group'’s financial position and there was no provision for any potential
liability in the consolidated balance sheet. The legal proceedings and claims were fully settled during the period.
30 Loans from fellow subsidiaries
Loans from fellow subsidiaries are unsecured, interest-free and repayable on 30 December 2020. The carrying

value of the loans from fellow subsidiaries as at 31 December 2015 is stated at discounted present value with
an imputed interest rate of 6.18%. The loan is denominated in RMB.
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31 Related party transactions

(a) Related party transactions

The Group is controlled by Evergrande Real Estate Group Limited, which owns 74.99% of the Company’s
shares. The remaining 25% of the shares are widely held. The ultimate parent of the Group is Xin Xin (BVI)
Limited, incorporated in British Virgin Islands. The ultimate controlling party of the Group is Dr. Hui Ka
Yan.

During the eighteen months ended 31 December 2015 and year ended 30 June 2014, in addition to those
disclosed elsewhere in the consolidated financial statements, the Group had the following significant

transactions with related parties, which were carried out in the normal course of the Group’s business:

(i)  Transactions with companies related to AY Holdings:

(i)

Year ended

30 June 2014

HK$'000

Advertising income 2,756
Printing costs 1,511
Advertising expenses 398
Financial services fees 360
Miscellaneous income 363
Reimbursement of administrative expenses 2,652
Miscellaneous charges and fees 40
Secretarial services fees 280

These transactions are transactions with companies either controlled by one of the then Company’s
directors, or ultimately owned and controlled by AY Holdings.

Transactions with companies related to Evergrande Real Estate Group Limited:

Operating expenses

Advertising expenses

Miscellaneous charges and fees
Acquisition of a subsidiary (Note 32)

Year ended
30 June 2014
HK$'000
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31 Related party transactions (Continued)

(a) Related party transactions (Continued)

(iii) Balances with companies related to AY Holdings:

30 June 2014
HK$'000
Receivables from companies related to AY Holdings
(Note 8) 362
Payables to companies related to AY Holdings
(Note 15) 154

The receivables as at 30 June 2014 arose mainly from sale transactions and were due 30 days to 120
days after the date of sales. The receivables were unsecured in nature and borne no interest.

The payables to related parties as at 30 June 2014 arose mainly from purchase transactions and
were 60 days to 90 days after the date of purchase. The payables borne no interest.

(iv) Balances with companies related to Evergrande Real Estate Group Limited:

30 June 2014
HK$'000

Receivables from fellow subsidiaries (Note 8)
Payables to fellow subsidiaries (Note 15)
Loans from fellow subsidiaries (Note 30)

The receivables arise mainly from cash advance to fellow subsidiaries for daily operation purpose.
The receivables are unsecured in nature and bear no interest. No provisions are held against
receivables from related parties (2014: HK$nil).

The payables arise mainly from purchase transactions and are due two months after the date of
purchase. The payables bear no interest (2014: HK$nil).

Loans from fellow subsidiaries arise mainly from the financial support to the Group in connection to

the settlement of land use rights acquired. These loans are unsecured, interest-free and repayable
on 30 December 2020.
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31 Related party transactions (Continued)

(b) Compensation of key management personnel

Key management includes directors (executive and non-executive) of the Company. The compensation
paid or payable to key management for employee services is shown below:

The emoluments of directors and other members of key management during the period/year were as
follows:

Year ended
30 June 2014
HK$'000

7,051
30

Short-term benefits
Contribution to a retirement benefit scheme

7,081

32 Acquisition of a subsidiary

On 1 April 2015, the Company entered into an equity acquisition agreement with Evergrande Health Industry
Co., Ltd.* (EXEEEEZEBR A 7)), a fellow subsidiary of the Group which is controlled by Evergrande Real
Estate Group Limited, pursuant to which the Company has agreed to acquire from the Vendor 96.25% of the
equity interest in Tianjin Evergrande Wonjin Beauty Hospital Co., Ltd.* (KZEBARKEBTERAFR A7)
(“Evergrande Wonjin") held by the Vendor at the consideration of RMB220,000 (equivalent to HK$279,000).

The principal business of Evergrande Wonjin is setting up a beauty and plastic surgery hospital in Tianjin (the
“Tianjin Hospital”). Since the Tianjin Hospital has not commenced operation as at the acquisition date, the
directors considered that this acquisition was not an acquisition of any business and has been accounted for an
acquisition of assets.

*  For identification purpose only
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32 Acquisition of a subsidiary (Continued)

The net assets acquired by the Group in the above transaction are as follows:

HK$'000
Prepayments for property, plant and equipment 22,446
Property, plant and equipment (Note 6) 290
Cash and cash equivalents 4,155
Inventories 501
Amounts due to related companies (27,103)
Net assets value 289
Non-controlling interest (10)
Satisfied by:
Cash consideration paid (Note 31) 279
An analysis of the cash flows in respect of this acquisition of Evergrande Wonijin is as follows:
HK$'000
Inflow of cash to acquire Evergrande Wonjin
Cash and cash equivalents in Evergrande Wonjin acquired 4,155
Cash consideration paid (279)
3,876
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33 Disposal of a subsidiary holding a property

On 27 February 2015, Transaction 2 had been completed and the Group disposed of 100% equity interest in
Jade Talent to Good Force Investments Limited at the consideration of HK$414,737,000.

As disclosed in Note 2, Jade Talent is an investment holding company solely for the purpose of holding the
interests in a property through its direct wholly-owned subsidiary, Winning Treasure Limited.

The net assets disposed of by the Group in the above transaction are as follows:

HK$'000
Property, plant and equipment (Note 6) 279,959
Prepayments, deposits and other receivables 291
Cash and cash equivalents 89
Trade and other payables (206)
Deferred tax liabilities (Note 17) (371)
Income tax payable (1,725)
278,037
Cash consideration received 414,737
Gain on disposals of a subsidiary holding a property (Note 21) 136,700
An analysis of the cash flows in respect of this disposals is as follows:
HK$'000
Cash inflow of cash to dispose of Jade Talent
Cash and cash equivalents disposed of during the disposals (89)
Cash consideration received 414,737
414,648
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34 Balance sheet and reserve movement of the Company

Balance sheet of the Company

As at
30 June 2014
HK$'000
ASSETS
Non-current assets
Investments in subsidiaries 98,220
Amounts due from subsidiaries 201,000
299,220
Current assets
Other receivables 1
Amounts due from subsidiaries 84,871
Income tax recoverable —
Cash and cash equivalents 5,358
Restricted cash —
90,230
Total assets 389,450
EQUITY
Capital and reserves attributable to owners
of the Company
Share capital 282,271
Reserves 101,710
Total equity 383,981
LIABILITIES
Current liabilities
Other payables and accruals 465
Amount due to a subsidiary 5,000
Current income tax liabilities 4
Total liabilities 5,469
Total equity and liabilities 389,450

Tan Chaohui Peng Sheng
Director Director
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34 Balance sheet and reserve movement of the Company (Continued)

(a) Reserve movement of the Company

Share Merger Retained
premium reserve earnings Total
HK$'000 HK$'000 HK$'000 HK$'000
At 1 July 2013 273,631 72,120 34,846 380,597

Profit and total comprehensive

income for the year — — 360 360
Transition to no par value regime on

3 March 2014 under the New

Hong Kong Companies Ordinance (273,631) — — (273,631)
Final dividend paid for 2014 — — (3,456) (3,456)
Interim dividend paid for 2015 — — (2,160) (2,160)
At 30 June 2014 — 72,120 29,590 101,710
Profit and total comprehensive

income for the period — — 183,120 183,120
Final dividend paid for 2014 — — (1,123) (1,123)
At 31 December 2015 — 72,120 211,587 283,707

The merger reserve of the Company represented the difference between the consolidated net assets of
the subsidiaries at the date of the Group Reorganisation and the nominal amount of the Company’s
shares issued.

At 31 December 2015, the Company's reserves available for distribution was HK$211,587,000 (2014:
HK$29,590,000) as calculated.

35 Subsequent events

On 27 January 2016, the Group won a bidding on the state-owned construction land use right of Sanya Land
Plots at a consideration of RMB491,000,000 (approximately HK$583,135,000). The Group plans to construct a
hospital. The total consideration of the Sanya Land Plots Acquisition and future construction costs are expected
to be settled by the Group with internal resources, bank loans and loans from Evergrande Real Estate Group
Limited, an intermediate holding company of the Group.
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