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ANNOUNCEMENT OF ANNUAL RESULTS
FOR THE YEAR ENDED 31 DECEMBER 2015

GROUP RESULTS

The board of directors (the “Board”) of South Chifinancial Holdings Limited (the “Company”) is
pleased to announce the consolidated results o€tmepany and its subsidiaries (collectively the
“Group”) for the year ended 31 December 2015 tagrethith comparative figures for the last
financial year as follows:

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

2015 2014
Note: HK$'00C HK$ 00C
Revenue 2&4 148,46( 105,74
Other incom 3,39( 1,89(
Fair valueloss oninvestment propertis - (33,159
Fair valu¢ gain/(loss on financial assets at fair val
through profit or los (3,189 93:c
Reverse of impairmen/(impairment of loans and
trade eceivabls, ne 1,045 (428
Other operating expens (147,109 (136,947
Profit /(loss, from operating activities 2,601 (61,967
Finance cos 5 (7,55)) (7,545
Impairment of investment in éassocize (688 -
Share of los of anassociat (3,627 (2,819
L oss before tax 3 (9,26%) (72,33))
Income ax expens 6 (5,617 (573
L os: for the year (14,879 (72,904
Attributable to:
Equity holders of the Company (14,84 (72,893)
Non-controlling interest (36) (12)
(14.879 (72,909
Los: per shar attributable to equity holders of tl 7 (restated’
Compan'
Basicand diltec (HKO.22cent) (HK1.21cents



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Loss for the yea

Other comprehensive income for the year,
net of tax

To be reclassified to profit or loss in subsequent
period:
Total comprehensive loss for the ye:

Attributable to:
Equity holders of the Company
Non-controlling interest

2015 2014
HK$’00C HK$ 00C

(14,878 (72,904

1,219 3,96-

(13,659 (68,942

(13,629 (68,93)
(36) (11)

(13,659 (68,922)




CONSOLIDATED STATEMENT OF FINANCIAL POSITION

NON-CURRENT ASSETS
Property, plant and equipment
Investment properties
Intangible assets

Investments in associates
Available-for-sale investments
Other assets

Long term loans receivable
Long term deposits

Total non-current assets

CURRENT ASSETS

Financial assets at fair value through profit @slo
Loans receivable

Trade receivables

Other receivables, prepayments and deposits
Pledged time deposits

Cash held on behalf of clients

Cash and bank balances

Total current assets

CURRENT LIABILITIES

Client deposits

Trade payables

Other payables and accruals
Tax payable

Interest-bearing bank borrowings
Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Interes-bearing ban borrowing:
Deposits received

Deferred tax liabilities

Total non-current liabilities
Net assets

Note:

10

11

12

As at 31 December

2015 2014
HK$ 000 HK$ 000
3,442 3,619
397,500 397,500
836 836
- 4,31E
33,258 28,467
6,369 13,03
- 6,502
727 85(
442,132 455,120
204,960 148,524
285,258 194,43
120,947 191,586
31,763 36,73
39,156 1,997
561,659 628,70
110,721 127,175
1,354,464 1,329,163
613,391 704,414
27,093 110,943
18,485 19,708
4,326 21
256,769 324,664
920,064 1,159,750
434,400 169,413
876,532 624,533
175,209 160,18!
582 1,467
29,741 29,004
205,532 190,656
671,000 433,877




As at 31 December

Note: 2015 2014
HK$ 000 HK$ 000
EQUITY
Equity attributable to equity holders of the
Company
Share capit: 13 597,68 348,33«
Other reserve 73,315 85,00C
671,00C 433,334
Non-controlling interests - 543
Total equit 671,00C 433877
Notes:
1. Principal accounting policies and basis of preparabn

These financial statements have been preparedciordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) (which include all Hong Kongh&ncial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretatioisgued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”), accounting princiglgenerally accepted in Hong Kong and the Hong
Kong Companies Ordinance. They have been preparger the historical cost convention, except for
investment properties, available-for-sale investmi@md financial assets at fair value through piafi
loss which have been measured at fair value. Thieasecial statements are presented in Hong Kong
dollars and all values are rounded to the nednesisind except when otherwise indicated.

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

Amendments to HKAS 1Befined Benefit Plans: Employee Contributions
Annual Improvements to HKFRSs 2010-2012 Cycle
Annual Improvements to HKFRSs 2011-2013 Cycle

The adoption of the above revised standards hdsibasignificant financial effect on these finamhcia
statements.

In addition, the requirements of Part 9 “Accouautsl Audit” of the Hong Kong Companies Ordinance
(Cap. 622) came into effect for the first time dgrihe current financial year. The main impadhi
financial statements is on the presentation andlatiare of certain information in the financial
statements.

The unaudited financial information relating to thear ended 31 December 2015 and the financial
information relating to the year ended 2014 inctuigtethis announcement of annual results for treg ye
ended 31 December 2015 does not constitute the @uyigpstatutory annual consolidated financial
statements for those years but, in respect of e gnded 2014, is derived from those financial
statements. Further information relating to thetatutory financial statements required to be dssd in
accordance with section 436 of the Companies Ondm#s as follows:



Principal accounting policies and basis of preparabn (continued)

The financial statements for the year ended 31 mbee 2015 have yet to be reported on by the
Company’s auditor and will be delivered to the Regr of Companies in due course.

The Company has delivered the financial statemfortghe year ended 31 December 2014 to the
Registrar of Companies as required by section §6#(3and Part 3 of Schedule 6 to, the Hong Kong
Companies Ordinance.

The Company'’s auditor has reported on these fimhatatements for the year ended 31 December 2014.
The auditor’s report was unqualified; did not ird#ua reference to any matters to which the auditw
attention by way of emphasis without qualifyingrigport; and did not contain a statement undeimsect
406(2), 407(2) or (3) of the Companies Ordinance.

Revenue

Revenue represents commission and brokerage inémmne securities, forex, bullion and futures
contracts and insurance broking; profit on theitrgaf securities, forex, bullion and futures cawts;
interest income; handling fee income; corporateismly fees; commission income from share

underwriting and placing; dividend income and gnesgal income.

An analysis of revenue is as follows:

2015 2014
HK$'000 HK$'000
Commission and brokerage income 67,272 55,688
Profit on the trading of securities, forex, bulliand futures
contracts, net 30,786 5,878
Interest income from loans and trade receivables 23,512 17,551
Interest income from forex and bullion 857 1,229
Interest income from banks and financial institasio 1,645 2,203
Rendering of services 7,947 7,003
Gross rental income 10,431 8,390
Handling fee income 4 535 6,328
Dividend income from listed investments 1,475 1,474
148,460 105,744
Loss before tax
2015 2014
HK$'000 HK$'000
The Group’s loss before tax is arrived at after cheging:
Cost of services provided 33,177 32,241
Depreciation 2,283 3,093
Interest expenses for margin financing and monegiie
operations 3,790 3,933



4. Operating segment information

An analysis of the Group’s revenue, contributionofmerating profit/(loss), assets and liabilities by
business segment for the years ended 31 Decembgra2@ 2014 is as follows:

Year ended 31 December 2015

Margin
Trading financing Corporate
and and money advisory and Wealth  Property Other

Broking investment lending underwriting management investment business Consolidated

HK$'000 HK$000 HK$000 HK$'000 HK$000 HK$000 HK$'000 HK$'000
Segment revenue:
Revenue from
external customers 69,394 33,716 25,284 6,381 1,470 10,431 1,784 148,460
Segment results: (19,386) 4,213 13,337 (72) (6,178) 9,298 998 2,210

Reconciliation:
Corporate and other

unallocated income,

net 391
Impairment of

investment in an

associate (688)
Share of loss of an

associate (3,627)
Finance costs (7,551)
Loss before tax (9,265)
Segment assets: 777,217 243,023 329,819 5,891 2,119 398,212 2,393 1,758,674
Reconciliation:
Corporate and other 37,922

unallocated assets
Total assets 1,796,596
Segment liabilities:  (638,124) (59,595) (84,534) (307) (383) (3,307) (4,716) (790,966)

Reconciliation:
Corporate and other

unallocated

liabilities (334,630)
Total liabilities (1,125,596)
Other segment

information:

Fair value loss on

financial assets at

fair value through

profit or loss - 3,189 - - - - - 3,189
Impairment/

(reversal of

impairment) of

loans and trade

receivables, net 127 - (1,201) - 29 - - (1,045)
Depreciation 1,668 193 161 85 151 25 - 2,283
Capital expenditure* 1,593 188 174 42 146 21 - 2,164

* Capital expenditure represents additions to propety, plant and equipment.



4.

Operating segment information (continued)

Year ended 31 December 2014

Trading and
Broking investment
HK$'000 HK$'000
Segment revenue:
Revenue from extern
customers 54,068 9,855

Segment results:

Reconciliation:

Corporate and other
unallocated expenses
net

Share of losses of
associates

Finance costs

Loss before tax

(24,389) (11,396)

Segment assets:
Reconciliation:
Corporate and other

unallocated assets
Total assets

913,497 199,702

Segment liabilities:
Reconciliation:
Corporate and other

unallocated liabilities
Total liabilities

(801,688) (59,805)

Other segment
information:

Fair value gain on
financial ssets at fai
value through profit

or loss - (933)
Impairment of loans

and trade receivable

net 98 -
Depreciation 2,065 513
Capital expenditure* 499 127

Margin

financing Corporate

and mone' advisory and Wealth
lending underwriting management investment business

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

19,825 5,688 3,006

7,924 (1,422) (1,906)

252,955 5,316 1,174

(195,208) (673) (584)

330 - -

261 139 86

65 101 21

Propery

Other

HK$'000 HK$'000

8,390

(26,184)

398,900

(3,303)

29
666

4,912

1,975

Consolidated
HK$'000

105,744

(55,398)

(6,569)

(2,819)
(7,545)

(72,331)

2,276

1,773,820

10,463

1,784,283

(4,568)

(1,065,829)

(284,577)

(1,350,406)

(933)

428
3,093
1,479

* Capital expenditure represents of additions tapprty, plant and equipment and investment progeerti



Operating segment information (continued)

Geographical information

Non-current assets

2015 2014

HK$'000 HK$'000

Hong Kong 408,773 406,382
Other jurisdictions 101 20,271
408,874 426,653

The non-current assets information above is basedth® location of assets and excludes
available-for-sale investments.

Finance costs

2015 2014
HK$'000 HK$'000

Interest on:
Bank loans wholly repayable within five years 2,953 2,532
Bank loans wholly repayable over five years 4,598 5,013
7,551 7,545

Income tax

Hong Kong profits tax has been provided at the safes.5% on the estimated assessable profit grisin
Hong Kong during the year. Taxes on profits asd#deselsewhere have been calculated at the rates of
tax prevailing in respective jurisdictions in whitte Group operates.

Deferred tax is provided, using the liability medhan all temporary differences at the end of the
reporting period between the tax bases of assetdéiatilities and their carrying amounts for finaic
reporting purposes.

2015 2014
HK$'000 HK$'000

Current — Hong Kong
Charge for the year 2,591 -
Underprovision in prior years 1,939 -
Current — Elsewhere 346 437
Deferred 737 136
Total tax charge for the year 5,613 573



Loss per share

The calculation of basic and diluted loss per sisb@sed on the loss for the year attributablegiaty
holders of the Company of approximately HK$14,800,02014: HK$72,893,000) and the weighted
average number of 6,885,031,872 (2014: 6,033,1@3&tated)) ordinary shares in issue during the
year. The basic loss per share amount for thegmeded 31 December 2014 has been adjusted totreflec
the rights issue during the year ended 31 DecefliEs (note 13(c)).

No adjustment has been made to the basic losshpee smounts presented for the years ended 31

December 2015 and 31 December 2014 in respectdifuion as the impact of the share options
outstanding during the years had an anti-dilutféeece on the basic loss per share amounts presented

Investment properties

2015 2014

HK$'000 HK$'000

Carrying amount as at 1 January 397,500 430,000
Additions - 659
Net loss from a fair value adjustment - (33,159)
Carrying amount at 31 December 397,500 397,500

The Group's investment properties are situatedoimgHKong and are held under long term leases.

The Group's investment properties consist of coroiakoffice premises in Hong Kong. The directors
of the Company have determined that the investrpeoperties consist of one class of asset, i.e.,
commercial, based on the nature, characteristidsrisks of each property. The Group's investment
properties were revalued on 31 December 2015 basedhluations performed by Roma Appraisals
Limited, independent professionally qualified vakjeat HK$397,500,000.

On 31 December 2015, the Group's investment piiegenith a carrying value of HK$397,500,000
(2014: HK$397,500,000) were pledged to secure g¢banking facilities granted to the Group.



10.

11.

12.

Investment in associates

2015 2014
HK$'000 HK$'000
Share of net assets 688 5,431
Provision for impairment (688) (1,116)
- 4,315
Particulars of the associates are as follows:
Place of Percentage of
Particulars incorporation/ ownership interest
of issued shares registration attributable Ppigci
Name held and business to the Group activities
B PR R () Register capital PRC/Mainland 45 Media and
EIEL ﬁj China entertainment
(YA A A Register capital PRC/Mainland 50 Provision of
;rg,“«g}’fﬁ,,; l*éjﬁfij? 'F[J China fund management
services
Available-for-sale investments
2015 2014
HK$'000 HK$'000
Listed equity investments in Hong Kong, at fairuel 30,870 26,040
Club debentures, at fair value 2,388 2,427
33,258 28,467

Trade receivables
The Group allows a credit period up to the respectiettiement dates of securities, forex, bulliod a

commodities transactions or a credit period mwualjreed between the contracting parties. The
following is the ageing analysis of net trade reable at the date of statement of financial positio

2015 2014
HK$'000 HK$'000
Current to 90 days 120,947 191,586

Trade payables

All of the Group’s trade payables are with a crgmtiod up to the respective settlement dates of
securities, forex, bullion and commodities tranigest or a credit period mutually agreed between the
contracting parties.

-10-



13. Share capital
Shares

2015 2014

HK$'000 HK$'000
Issued and fully paid:

7,542,126,750 (2014: 5,028,084,500) ordinary shares 597,685 348,334

A summary of movements in the Company'’s sharet@idpias follows:

Share Capital

Number of Share premium redemption
shares in issue capital account reserve Total
HK$'000 HK$'000 HK$'000 HK$'000

At 1 January 2014 5,026,084,500 125,652 220,027 1,670 347,349
Transition to ngaar value
regime (note (a)) - 221,697 (220,027) (1,670) -

Issue of shares upon
the exercise of share

options (note (b)) 2,000,000 985 - - 985
At 31 December 2014 ai
1 January 2015 5,028,084,500 348,334 - - 348,334
Rights issue (note (c)) 2,514,042,250 251,404 - - 251,404
7,542,126,750 599,738 - - 599,738
Share issue expenses - (2,053) - - (2,053)
At 31 December 2015 7,542,126,750 597,685 - - 597,685
Notes:

(@) In accordance with the transitional provisions@dtin section 37 of Schedule 11 to the Hong
Kong Companies Ordinance (Cap. 622), on 3 MarcH 281y amount standing to the credit of the
share premium account and capital redemption redemg become part of the Company's share
capital.

(b)  During the prior year, the subscription rights eltiag to 2,000,000 share options were exercised
at the subscription price of HK$0.128 per sharsulteng in the issue of 2,000,000 shares for a
total cash consideration of HK$256,000. An amafHK$729,000 was transferred from the
share option reserve to share capital upon theciseeof the share options during that year.

(c) Arights issue of one rights share for every twistixg shares held by members on the register of
members on 8 June 2015 was made, at an issueopti€$0.1 per rights share, resulting in the
issue of 2,514,042,250 shares for a total cashdenagion, before rights share issue expenses, of
HK$251,404,225.

-11-



MANAGEMENT DISCUSSION AND ANALYSIS
BUSINESS REVIEW

The Group recorded revenues and loss after tangltbe key performance indicators, of HK$148.5
million and HK$14.9 million for the year ended 3kd@mber 2015 respectively, representing an
increase of 40.4% and a decrease of 79.6% respbctinom the corresponding amounts reported in
2014.

2015 was a challenging year for the Group. Globatkets experienced high volatility and the
performance of global financial markets was mixddst stock indices hit record highs in the first
half year, but then lost steam in the second, tes#pat there had been fluctuations due to concerns
over the slowdown of the Chinese economy, anxiegy the Eurozone and an anemic recovery in the
United States impacted the financial market. Anhiel @conomy turmoil in China, the Government
and financial regulators have implemented varioeasures in 2015 including restriction on selling
shares by major shareholders, opening short positiofutures, tightened RMB outflow, rolling out
of “One Belt, One Road” policy etc. China nonetksleonly managed to maintain a
lower-than-expected GDP growth of 6.9% in 2015.

The Hong Kong financial market experienced a veratile year in 2015. At the beginning of the
year, worries about timing of interest rate hikeshie United States and the economic slow-down in
China limited the performance of the Hang Sengxraled suppressed trading volume despite the
gradual increase in trading activities arising fribrea Shanghai-Hong Kong Stock Connect. However,
since April, driven by the rally of the A-share rketf, the Hang Seng Index hit a seven-year high of
over 28,000 and closed at 26,250 points on 30 2048. Daily market turnover and fund raising
activities soared 99% and 225% respectively forfilse half of 2015. However starting from June,
the market experienced an abrupt change, with wemghrinking to a daily average of approximately
HK$86 billion and hitting the year low of only agximately HK$38 billion on 29 December 2015.
The Hang Seng Index closed at 21,914 points on&&kmDber 2015, 7.2% lower than a year ago.

Hong Kong’s IPO market is to become the biggesbally in 2015, due to continued strong interest
of Chinese state-owned companies being keen oggbiatal, and IPO candidates shifting to Hong
Kong to bypass the mainland jam in processing aegptins. Setting a new record for Hong Kong,
there were a total of 138 new listings in 2015. Agpthese, 104 companies were listed on the Main
Board, including 14 companies switching from a GEVa Main Board. A total of 34 companies
opted for GEM listing, compared to only 19 beirgjdd in 2014. This sets a record for the number of
GEM IPO in Hong Kong in this decade and reflectd tisting on the GEM Board has become more
effective as a fund-raising platform for startupnganies.

-12-



Broking, trading and investment

Revenue from the brokering segment increased frdf$34.1 million for the year ended 31
December 2014 to HK$69.4 million for the year en@&december 2015, representing an increase
of 28.3%. Operating loss for the brokering busireeasunted to HK$19.4 million for the year ended
31 December 2015 as compared with HK$24.4 millmrtfie same corresponding period in 2014.

Securities portfolio as of 31 December 2015 incdaw HK$205.0 million as compared with
HK$148.5 million as of 31 December 2014. The Giewghareholding interest in each of the
securities represented not more than 5% of thedsshare capital of the relevant listed companies.

The table below sets out a breakdown of finan@akts at fair value through profit or loss as at 31
December 2015:

Carrying value as Fair value
at 31 December Percentage o gain/(loss
2015 shareholding during the year
Stock code Name of security HK$'000 interest HK$'000
China Eastern Airlines
670 Corporation Limited 83,014 0.143 6,431
South China Holdings
413 Company Limited 24,410 0.669 12,603
Metallurgical
Corporation of China
1618 Limited 12,477 0.038 (4,997
Sing Tao News
1105 Corporation Limited 12,264 1.312 110
CK Hutchison Holding
1 Limited 10,722 0.003 (1,799
Others 62,069 (15,537
Total 204,96( (3,189

In light of the favorable market conditions in gezond quarter of 2015, the Group recorded a dain o
HK$4.2 million for the year ended 31 December 20h8er the trading and investment segment as
compared with the loss of HK$11.4 million recordedthe corresponding period in 2014. The Board
considers the performance of the Group’s tradingstment portfolio may remain susceptible to
external market conditions. The Group will congnto closely monitor the performance of its
investment portfolio and maintain a strategy ofdsification to reduce effects of price fluctuatmn
any single security from time to time.

Margin financing and money lending

Our margin loan and advance portfolio for margmaficing and finance lease increased by 42.0% to
HK$285.3 million as at 31 December 2015 as compaidtd HK$200.9 million as at 31 December
2014. Revenue from the margin financing and moeagihg segment was HK$25.3 million for the
year ended 31 December 2015 as compared with HR$hBlion for the corresponding period in
2014. Operating profit for this segment increasg88.3% to HK$13.3 million for the year ended 31

December 2015 as compared with HK$7.9 million fer year ended 31 December 2014.
-13-



Corporate advisory and underwriting

With an aim to capture increasing business oppii#srin the Hong Kong equity capital market, we
have enhanced our investment banking service phatiothe second half of 2015. Consequently, we
have turned active in the Hong Kong equity caprtatket and completed several capital raisings as
well as corporate finance transactions.

As a result, revenue from our corporate advisod/arderwriting business increased by 12.2% from
HK$5.7 million for the year ended 31 December 286d4K$6.4 million for the year ended 31
December 2015. We had been successful in trimniiagperating loss of HK$1.4 million for the
year ended 31 December 2014 down to HK$0.1 mificwrihe year ended 31 December 2015.

Wealth management

The Group has a strong professional team whiclnsntitted to providing a full range of financial
planning and wealth management services for custoniroducts include mutual funds, unit trusts,
MPF, group life insurance, personal life insuranogestment-linked products, accident and health
insurance. Tailor-made solutions and portfolics@esigned for suiting the needs and risk profile o
clients. The Group’s wealth management arm, S&@hma Wealth Management Limited is a
member of the Professional Insurance Brokers Aasiooi and registered with the Mandatory
Provident Fund Schemes Authority.

Revenue from the wealth management segment was BHdillion for the year ended 31 December
2015 as compared with HK$3.0 million for the copesding period in 2014. Operating loss
increased from HK$1.9 million for the year endedz®kcember 2014 to HK$6.2 million for the year
ended 31 December 2015.

Property investment

As of 31 December 2015, all the floor area underitivestment properties was rented out to third
parties. Rental income increased by 24.3% to Hk&l@illion in 2015 as opposed to the
corresponding period in 2014.

There was neither fair value gain nor fair valugslon the investment properties recorded for the ye
ended 31 December 2015 as compared with the faievass of HK$33.2 million recorded for the
year ended 31 December 2014. Operating profit K$H3 million was recorded in 2015, an
improvement of HK$35.5 million from the operatirgs$ recorded in 2014.

Other business

Revenue from the business in providing clearing emstodian services to clients amounted to
HK$1.8 million in 2015 as compared with HK$4.9 naiti recorded for the corresponding period in
2014. Operating profit decreased from HK$2.0 millifor the year ended 31 December 2014 to
HK$1.0 million the year ended 31 December 2015.e @iecrease was mainly attributable to the
suspension of new applications under the Capitadtment Entrant Scheme with effect from 15
January 2015.

-14-



LIQUIDITY AND FINANCIAL RESOURCES

The Group had obtained short term bank credititeasiwhich were reviewed on a yearly basis and a
long term mortgage loan. The facilities for tharghmargin finance operations were secured by the
securities of our margin clients and the Groupe Tdrilities for the money lending operations were
clean loans. The outstanding credit facilitiesevguaranteed by the Company.

The Group monitors capital using a gearing ratibiclv is net debt divided by capital plus net debt.
Net debt includes interest-bearing bank borrowigjser borrowings, less cash and bank balances.
Capital represents total equity. As at 31 Decer2béb, net debt amounted to HK$321.3 million (31
December 2014: HK$357.7 million), which, when rethto the Group’s capital and net debt of
HK$992.3 million (31 December 2014: HK$791.6 mitllp represented a gearing ratio of
approximately 32.4% (31 December 2014: 45.2%).

The Group had a cash balance of HK$110.7 milliothatend of the year (31 December 2014:
HK$127.2 million). The Group had sufficient workiegpital to meet its operational needs.

ENVIRONMENTAL POLICIES

We are committed to building an environmentallyifidly corporation that pays close attention to
conserving natural resources. We strive to mingnaiar environmental impact by saving electricity
and encouraging recycle of office supplies and rothaterials. We also promote the services of
e-statement to our clients which helps to reducpayper usage.

EQUITY PRICE RISK

Equity price risk is the risk that the fair valugfsequity securities decrease as a result of cleamge
the levels of equity indices and the value of imdlinal securities. The Group was exposed to equity
price risk arising from individual equity investnismtlassified as financial assets at fair valueugh
profit or loss and available-for-sale investment$ha end of the reporting period. The Groupteds
investments are listed on the Hong Kong Stock Exgband the Shanghai Stock Exchange and are
valued at quoted market prices at the end of thertimg period.

INTEREST RATE RISK

The Group's exposure to the risk of changes in etanterest rates relates primarily to the Group's
net debt obligations with floating interest ratd$ie majority of the bank borrowings bear inteegst
interest rates with reference to the HIBOR whefeass to customers bear interest at interest rates
with reference to the prime rate. As the prime ratHong Kong basically changes in line with the
HIBOR, the Group's exposure to the risk of changesarket interest rates is minimal.

-15-



PROSPECTS

The Group will continue to develop the brokeragéd famancial advisory business by improving the
electronic trading system and service quality, alsb introducing more investment products to
clients. We have adopted a cautious approach toctédit control of margin portfolio while
maintaining the exposure in the margin finance fess.

The push from the Beijing to install a “registratibased” IPO system and launch the Shanghai
Strategic Emerging Industries Board in A-share raawkll put pressure on Hong Kong's share of the
IPO market. However, Hong Kong still enjoys an edggaining access to international investors,
thereby attracting various companies, particulanhall and medium-sized enterprises, that are ready
to go public to choose Hong Kong as their listiegtthation. To capitalize on such market potential,
we will continue to optimize our investment banksegvices platform and diversify our investment
banking service offerings.

In view of increasing demand of wealth managementices, we strive to become one of Asia’s
most developed and reputable financial adviserse WM continue to offer the highest quality
onshore and offshore financial products and sesvime our professional team with integrity and
diligence.

FINAL DIVIDEND

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

CORPORATE GOVERNANCE CODE

The Company had complied with all the code provisias set out in the Corporate Governance
Code contained in Appendix 14 of the Rules Goveytive Listing of Securities (the “Listing Rules”)
on The Stock Exchange of Hong Kong Limited (theot&tExchange”) throughout the year ended 31
December 2015 except that Mr. Ng Hung Sang, thar@aa and an Executive Director of the
Company, was unable to attend the annual generetimgeof the Company held on 9 June 2015
since he had other business engagements, whichtedé\¥rom code provision E.1.2.

Subsequent to the year ended 31 December 2015CNEn Sau Mui, Juanna resigned as the
company secretary of the Company with effect frodaBuary 2016. Since then, the Company no
longer complied with the requirement under RuleB®2the Listing Rules and, hence, the relevant
code provisions in respect of company secretatye Tompany is in the process of identifying a
suitable candidate to fill the vacancy in the affaf company secretary.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES O F THE COMPANY

During the year ended 31 December 2015, the trudtéee Company’s employees’ share award
scheme (the “Share Award Scheme”) had not purchasgdhare of the Company pursuant to the
terms of the rules and trust deed of the Share &8aheme. In addition, there was no purchase, sale
or redemption of the Company’s listed securitiesieyCompany or any of its subsidiaries during the
year.
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AUDIT COMMITTEE

The Company has established an Audit Committee wiitien terms of reference in compliance

with the Listing Rules. The Audit Committee pre$gicomprises three Independent Non-executive
Directors, namely Mr. Tung Woon Cheung Eric (Chamof the Committee), Hon. Raymond Arthur

William Sears, Q.C. and Mrs. Tse Wong Siu Yin Bbietn.

The Group’s annual results for the year ended Jebder 2015 have been reviewed by the Audit
Committee, which was of the opinion that the prapan of such annual results complied with the
applicable accounting standards and requiremeitshea adequate disclosures were made.

By Order of the Board
South China Financial Holdings Limited
Ng Hung Sang
Chairman and Executive Director

Hong Kong, 22 March 2016

As at the date of this announcement, the direabtbe Company are (1) Mr. Ng Hung Sang, Ms.
Cheung Choi Ngor and Ms. Ng Yuk Mui Jessica asutixeadirectors; and (2) Hon. Raymond Arthur
William Sears, Q.C., Mrs. Tse Wong Siu Yin EliZzababd Mr. Tung Woon Cheung Eric as
independent non-executive directors.
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