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Chairman’s Statement

Results

Revenue decreased by 9% from HKD 443 6 milkon to HKD403 8 milion due to weaker demand
resuiting m downward pressure on prices and margms

The cash positon decreased by §1.79% from HKD6.0 miflion to HKD1.1 million, principally due to the
increased requiremnent to fund deposits to the customs authoritres for the importation of scrap metal into
the PRC foilowing the acquasition of Zhengbao Qingyun Metals Limited “Zhengbao™a PRC based stock
yard in Nanhai. As at 31 March 2015 these amounted to HKD17.2 milion (2014 HKD16.2 mifion), all
of these were recovered subsequent to the year end. The increase was partly offset by a decrease in
trade receivables down from HKD25.4 miflion to HKD14.8 million due to lower average credit terms
granted to customers.

The gross proft declined by 22.3% from HKD22 7 million to HKD17 6 milion, as a resuft of lower
margins arising from the diversification of the customer base and the more competitive environment in
which the Group cperates. Despite this, profit after taxation increased by 31 6% from HKD5.8 million to
HKD7.7 milkon, as a resutt of lower sedling, distribution and administration expenses which in tum, were
down 39.0% from HKD15. 1 million to HKD9.2 million. This reduction s largely due to the flotation costs
of approximately HKD8 million, included m Administration Costs for 2014, whereas the charge for 2015
was only HKD0.6 million.

Due to the difficult trading condittons the Board will not declare a final dividend. The interim dividend of
0.19p per share was paxd on 13 February 2015.

Business Model

China's rapid economuc growth has tumed it mto a major consumer of both alurminum and copper To
help service this need the Group mports both “unprocessed” aluminium scrap (atso known as “Zorba™)
which has already been shredded, but before smeltmg requires sorting and cleaning, and copper wirmg,
requirmng sinpping from ds casing before refining. These final stages of production are labour mtensive
and typicaily the Group's customers will carry out this treatment before on-selfiing to refiners.

In the three years ended 31 March 2015 copper has accounted for between 46% and 71% of the
Group’s sates (by vatue) with the bakmce coming from atummum.

The Group has two types of operation: one s back-to-back sales trading; and the cther, followmg the
acquisition of Zhengbao, is based on stock holding and processing

Back-to-back trading matches individual purchasers to mdividual sellers and other than stock m transit
has no stock holding requirement but does mvolve the provision of credd to cover the period dunng
which the goods are in transit. Typicafly, the Group will seek to apply a 5% mark-up on its cost pnce
(taking mto account transportation and insurance costs) Back-to-back sales accounted for 83% of total
sales however, gomng forward, in an effort to mimimise iis credit exposure, the Group will aim to reduce
the percentage of sales from back-to-back transactions

Following acquisition of the Zhengbao Yard m January 2015 the Group now holds stock at this site from
which it makes direct sales. Such sales accounted for 17% of total Group sales for the year ended 31
March 2015 and t is the otenbon to further increase the percentage of sales from this side of the
business, primarily by increasmng the customer base. A growth in direct sales will have the added benefit

of reducing the credit exposure required to support back-to-back sates.

Both the Group and s customers depend upon the integnty and refiability of the suppfiers in terms of
availability quafity and defivery of raw materal Strong relationships are essental to the development of
the busmess - these extend both up and down the supply chain In many cases there has been a long-
term relationship which s a significant factor in reducing nsk This s especially relevant to China where
credit referencing 1s unrehiable and the Group 1s dependent upon its relatonships with its
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Chairman’s Statement (continued)

customers and on its own local knowledge of its customer base and the metal recycling market in the
PRC generally

Suppfiers
Goods are sourced globally, as is shown by the table below
Percentage of Sales

Source FY 2013 FY 2014 2015
Asia (inctuding the PRC) 34% 30%
Austrafia 13% 11% %
Europe 23% 40% 6%
North Amenca 25% 19%
Others 5% % %

Goods shown as “sourced” from Asia are mainly suppfied through the offices of international compames
or importers based in Hong Kong which may m tum source them from other areas mdudmg US, Europe
and Australia. The level of trade with individual suppliers vanes significantly from year to year. No one
supplier accounted for more than 20% of purchases m any of the three years ended 31 March 2015.

As at 31 March 2015, the Group held approxamatety HKD17.2 million of stock of which approxamatety
HKD15 8 million of inventory were held at the yard at Zhengbao with the remainder being goods in
transit.

Customers

The Group now has over 20 principal customers, the largest of which accounts for approxamately 30%
of tumover while the top five largest customers account for 83% of tumover Most of the Company’s
customers are based in Guangzhou province.

Trading and Outiook

The trading environment has become more difficuit than the Board anticipated as the PRC economy
has continued to weaken and credit availabifity remams tight In an effort to offset this, Zibao has
improved its competitive position by offering more services to its customers, such as sinpping, sorting
and deaning of materials The Group continues to adopt a prudent approach to the provision of credit
to protect the batance sheet and bmit the nsk of the economy having any negative impact on its
customers

The outiook remains challenging and uncertain. The recent deciine mn the Chinese stock market and
the depreciahon of RMB will make trading condittons more challengng not least, by increasng the local
currency cost of imported scrap metats. The Chinese govemment 5 taking steps such as reducmg
interest rates and mcreasmng investment spending which will help to mprove the environment i which
the Company operates

Wenjie Zhou

Chairman
9 September 2015
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Directors and officers

The board of Zibao Metals Recycling Holdings Plc (“Company”) consists of three executive directors
and three non-executive directors

Wenjie (“Joe”) Zhou, CPA, Charman and executve director, aged 46

Joe Zhou is the chairman and executive director of the Company. He s responsible for the strategic
plannming, development of strategic suppfier and customer relationships and finance of the Group.

Joe Zhou s atso the non-executive charman of the Singapore isted Net Pacific Financal Holdings
Limited With over 15 years of expenence in the industry of recycling of ferrous and non-ferrous metats,
Joe Zhou holds non-executive directorships in various companies involved in the metal recycling
business, inchuding Wuzhou Junbao Metats Company Limited, Guni Huibao Metals Company Limited,
Foshan Zibao Metals Company Limited; Ningbo Global Recyclfing Resources Company Limited, Global
Metals Lmited and Global Metals America Limited Inc.

in addition, he also mvesis m property developments and investments in China and Austrafia, private
equity funds m China, fund management and metal recyciing retated businesses He graduated from
University of New South Wales, Australia with a Bachelor of Economies (major :n Accountmg and
Economics). He is a Certified Practising Accountant (of Austrafia).

Jianfeng (“Eddy”) Li, Chief executrve officer and executive director, aged 39

Eddy 15 the cluef executive officer and executive director of the Campany. He s responsible for the
overall management, sates and purchases for the Group.

Eddy L1 has over 14 years of expenence in the industry of recycfing of ferrous and non-ferrous metdals,
and holds non-executive directorshups in Foshan Beifang Guangdian Metals Company Limited, Wuzhou
Junbao Metats Company Limited and Gupa Huibao Metats Company Limited, ail of which are mvolved
m the metal recycling business.

He holds a Bachelor of Engmneernng Degree (major m Architecture) Guangdong University of
Technology.

Chor Wei Ong (“Alan Ong”), ACA, CPA, Executive finance director, aged 45

Alan Ong is the Company's Finance Dwector and ts responsible for overseeng the finance function
within the Group Alan Ong s currently also a non-executive director of Joyas International Holdings
Lmited and an executive director of Net Pactfic Financial Holdings Limited, both of which are listed in
Singapore He is atso cumrently an mdependent non-executive director of Man Wah Holdings Limited
and O-Net Communications (Group) Limited, both of which are fisted in Hong Kong. He s also a non-
executive director of Hong Wai (Asia) Holdings Company Limited, a company ksted i Hong Kong. He
has over 20 years of expenence m finance and accounting He holds a Bachelor of Laws degree from
the London School of Economics and Polittcal Science and a distance leaming Master degree m
Busmess Adminrstration jointly awanded by the University of Wales and the Universily of Manchester.
Mr Ong s an associate member of The institute of Chartered Accountants in England and Wales and
a member of the Hong Kong institute of Certified Public Accountants
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Directors and officers {(continued)

Chin Phang Kwok, independent non-executive director, aged 48

Chm Phang Kwok Is a non-executive director of the Company Mr Kwok i1s a non-executive director of
Joyas Intemational Holdings Linuted and an executive director of Net Pacific Financial Holdings Limited,
both of which are isted in Singapore He worked for Nomura Smgapore Limited from 1994 to 2008 and
has more than 15 years of expenence m the investment banking mdustry. He has extensive expenence
in capital markets, corporate advisory and mergers and acquisitions. He graduated from King's College,

University of London, with a Bachelor of Engmeenng Degree (First Class Honours) in Blectneal and
Hectronic Engineering.

Peter George Greenhalgh, independent non-executive director, aged 74

Peter Greenhalgh & a financial consuftant. Between 1956 and 1990 he worked for Barclays Bank
DCO/Mnternabonal in a vanety of posibhons, mamly overseas, and which lafterly included Regronal
inspector for the Far East, based m Hong Kong Between 1990 and 2000 he worked for Henry
Ansbacher, a merchant bank, in audit and compliance roles, including that of compfiance director. Smce
leaving Ansbacher he has worked for Hoodless Brennan & Partners Plc (a stockbroker) as projects
director and Chancery Lane Finance Limited as managmg director.

Ajay Kumar Rajpal, Independent non-executive director, aged 45

Ay Rajpal s a Chartered Accountant and a member of the Inshiute of Chartered Accountants m
Engtand and Wates Mr Rajpal has a background in cross-border mergers and acquisitions, financial
management and carporate recovery. Mr. Rajpal qualified with Arthur Andersen, and has worked for
Smith Industries plc, as well as a number of other international firms.
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Strategic Report

Review of the business
A review of the business of the Group, together with comments on future development 1s given in the
Chawman’s Statement.

Principal Risks and Uncertainties

The Directors continually identify, monitor and manage the nsks and uncertainties of the Group Risk
is tnherent in all businesses Set out below are certain nsk factors which could have an impact on the
Group's long-term performance and miigating factors adopted to alleviate these nsks This bst does
not purport to be an exhaustive summary of the nsks affecting the Group

Poltical sensifrvity

The expert of alumimum and copper for reprocassing has on occasion been treated as an
economically sensitive 1ssue for the countnes from which such export takes place and histoncally has
been subject to government and regulatory controls in certain junsdictions (including the UK and the
US} Were such contrels to be reinstated by any of the countnes from which the Group sources its
supplies, this could have a matenal adverse effect on the Group's business

insurance nsk

The value of goods traded 1s high relative to the Group's profits If a shipment 1s lost or delayed at sea
the Group may be obliged te recover any loss from insurers or other contracting parties Any delay in
recovery will adversely affect the Group’s working capital and iimit its ability to trade

Competition nsk

The metal recycling industry in China 1s highly fragmented with market playars scattered throughout
the country Any increase m, or consohdation of, competition in the market may result In pressure on
the Group's profit margin and business prospects

Financial and capital risk management
The Group has instgated certain financial capital risk management policies and procedures which are

set out In note 25 to the financial statements

Key Parformance Indicators
The key performance indicators currently used by the Group are revenue, operating profit, cash

resources and sales tonnage

These are analysed in detail in the Chairman's Statement

Employees

The Group has continued to give full and farr consideration to apphicatiens made by disabled persons,
having regard to their respective aptitudes and abilites, and to ensure that they benefit from training
and career development programmes in common with afl employees The Group has continued its
policy of employee involvement by making mformation availlable to employees through the medium of
frequent staff meetings, together with personal apprassals and feedback sessions

EpFt

Wenjie Zhou
Director
9S8eptember 2015
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Directors Report

The directors have pleasure in submiting this report together with the accounts of Zibao Metals
Recycling Holdings Pic (‘the Company') and its subsidiary undertakings (together ‘the Group') for the
year ended 31 March 2015

The Company was formed on 9 October 2013 as Zibao Metals Recycling Holdings Limited (“the
Company™) and changed to its current style on 28 March 2014. On 20 June 2014 the company gained
admession to the Aternative Investment Market (AIM).

The Company was set up as a holding company for Masterpiece Enterpnses Limited ("MEL”), a
company registered and operating m Hong Kong. The Company acquired its 100% interest n MEL by
way of a share fur share exchange. This has been accounted for as a group reorgamsation in the group
accounts.

As the busmess combination involved entites under common control, the consolidated financial
statemertds are tssued in the name of the Group but they are a contmuance of MEL

Principal Activiti
The principal achvittes of the Group are those of providmg products and services in the metal
recyciing industry

Results and dividend
The results for the year are set out in the Consofidated Statement of Comprehensive tncome on page
17. Refer to Note 12 for details of interim dividends paid during the year by the Group

Directors and their interests
The drectors who held office durning the year are as follows

Wenjie ("Joe™) Zhou
Janfeng ("Eddy™) LU

Chor Wei Ong (“Alan Ong®)
Chin Phang Kwok

Peter George Greenhalgh
Ajay Kumar Rajpal

The interests of those directors serving at the year ended 31 March 2015, all of which are beneficsal, m
the share capital of the Company, were as follows

Director Shares of 0.1p each %
Wenjie Zhou 58,000,000 47 5%
Smo Jump Global Inc (note 1) 10,000,000 8.2%
Add Profit Corporations (note 1) 10,000,000 8.2%
Note 1

Wenjie Zhou owns 100% of the beneficial nterest

Except as set out above, none of the Directors or theirr mmmediate famikes had at 31 March 2015,
acquired or disposed of since that date, any mnterest in any shares in the Company or any of its
subsidiaries, any rights to subscribe for shares i the Company or any of rits Subsidiaries.

On 16 June 2014 the Company granted options on 525,000 ordmary shares to certamn directors The
options are exercisable at 8p per share after the first anniversary of Admuassion, provided that the director
remams m office until then

Share Capital
Detalls of the Company's share capital are disclosed in Note 21 of the financial statements
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Directors report (continued)

Financia! Instruments
Details of the use of financial mstruments by the Company and its subsidiary undertakings are disclosed
in Note 25 to the financial statements

Statement to Auditors

So far as the directors are aware, there 1s no relevant audit information (as defined by section 418 of
the Companies Act 2006) of which the Company's aurlitors are unaware, and each director has taken
all the steps that he ought to have taken as a director in order to make himself aware of any relevant
audit information and to establish that the Company’s auditors are aware of that information.

Substantial Shareholdings
As at 31 August 2015, the followmng interests in 3% or more of the ssued ordinary share capital appear

m the regrster-

Sharehoider Number of shares Percentage of

issued share capital
Wenijie Zhou 58,000,000 47 5%
Sotd Profits International Limited 24,760,000 20 3%
Sino Jump Global Inc 10,000,000 82%
Add Profit Corporation 10,000,000 82%
Lw: Jian Jang 9,300,000 76%
Payment of Creditors

The Group does not follow any published code or statement on payment prachce However, it s the
Group's policy to settle all amounts due to its creditors on a timely basis, taking into account the credit
year given by each creditor. The average number of days credit taken by the Group for purchases as
at 31 March 2015 was 15 days (2014 5 days)

Post Balance Sheet Events
Details of post-balance sheet events are disclosed in Note 32 to the financial statements

Directors’ Responsibilities
The directors are respansible for preparmg the Annual Report and financial statements n accordance
with appficable taw and reguiations.

Company law requires the directors to prepare financial statements for each financal year Under that
law the directors have elected to prepare the financal statements m accordance with Intermational
Financtal Reporting Standards (IFRS) as adopied for use m the European Umon. The financmal
statements are required by law to give a true and farr view of the state of affairs of the Company and
the Group and of the profit or loss of the Group for that year In prepanng these financiat statements,
the directors are required to

-  select suitable accounting policies and then apply them consistently;

-  make judgements and estimates that are reasonable and prudent;

- prepare the Financial statements on the gomng concem basess unless 1t 1s nappropnate to
presume that the company will continue in busmess

-  state whether applicable IFRS’ as adopted by the European Union have been followed,
subject to any matersl departures disclosed and expiamned m the financial statements.

The directors are responsibie for keeping adequate accountmyg records which disciose with reasonable
accuracy at any tme the fimancial position of the company and the Group and to enable them to ensure
that the financzal staternents comply with the Companies Act 2006. They are aiso responsible for
safeguarding the assets of the Company and the Group and hence for taking reasonable steps for the
prevention and detecton of fraud and other mregutanthes
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Directors report (continued)

Listing
The Company's ordinary shares have been traded on London's AIM Market, since 20 June 2014 ZAl

Coarporate Finance Limited are the Company’'s Nominated Advisor and Joint Broker

As at 31 March 2015 the price per share was 7 5p and as at 3 September 2015 the price per share
was 3 75p

Publication of Financial Statements

The Company's financial statements will be made avalable on the Company's web-site
hitp./iwww . zibaometals com The maintenance and integnty of the website is the responsibility of the
directors The directors’ responsibility also extends to the financial statements contamned theretn

Going Concern
After making appropriate enquines, the directors consider that the Company and the Group have

adequate resources to continue i operational existence for the foreseeable future For this reason
they contimue to adopt the going concern basis in preparing the financial statements This 1s reflected
in the section ‘Gaing Concern’ in Note 2 to the financial statements

Auditors
In accordance with Section 485 of the Companies Act 2006, a resolution proposing that Jeffreys

Henry LLP be re-appomted as audsitors will be put to the Annua! General Meeting

Strategic Report
In accordance with section 414C(11) of the Companies Act 2006 the Company choose to report the

review of the businass, the future outlook and the nisks and uncertainties faced by the Group in the
Strategic Report on page 7

The Report of the Directors was approved by the Board on 4 September 2015 and signed on its
behalf by

B3

Wenjie Zhou
Director
9 September 2015
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Corporate Governance Statement

The Corporate Governance Code (the ‘Code’)

Though full complance with the Code 1s not mandatory for the Group, 1t 1s the policy of the board to
adopt its mam principles and comply with its guidetnes when it 1s reasonably prachcable to doso The
small size of the Company and its cument stage of development mean that it would not be sensible or
even possibie to adhere to some of the guidedines in the Code

in addition to summarising its Corporate Governance procedures, the following statement also sets out
some aspects of the Code with which the Company does not comply and explamns why it does not or,
in some cases, complies with the spirit of the Code by some other means.

The Raole of the Board

At forma?! meetings, the board receives reports by Wenjie Zhou or Jianfeng Li, or both on the overall
performance over the previous period. They were supported by the Finance Director on financial detail
They are followed with reports on other matters, parbcularly progress with development projects
Minutes of board Committee meetmngs held since the previous formal board meeting are received and
decisions made by those committees are submitted for ratificaton where such s needed.

There is a formal schedule of matters reserved for the board. This includes the settng of high-level
targets, approval of budgets, strategy, funding, capital expenditure, license agreements and incentive
schemes. Specific authonty levels for expenditure are delegated to mdividual executives or
management committees according to a schedude agreed by the board.

Whist the bulk of the formutation of budgets and strategy s undertaken by executive directors, this s
done agaenest a framework set by the whole board, challenged by it in detail and finally approved by it
Fmancial information submitted reguiarly to the board includes monthly balance sheets and profit & loss
accounts; together with analyses of movements m cash, trade debtors and creditors, and fixed assets.
There are two board Committees, each with terms of reference set by the board. These are the
combmed Remuneraton Cormmittee and the Audit Committee

In the nomal course, board Committees make recommendatons (o the board but also have certain
fmited powers detegated to them. Minutes of Committee meetings are made available to the board as
awtwbbzdmaybereda:tedatﬂtecﬁscreﬁmofheChamnanofﬂxeComdtee f appropnate n
consaftaton with the Company Chairman  Where 1t s urgent that a recommendation of a Committee
needs to be accepted by the board, this s done by a directors’ resolutton in witting

Certamn other high level decisions that cannot await the convenmg of a formal board meetng may be
agreed by way of wrntten resolutions. In such cases supporting papers are subrmutted to the directors
and they are given the opportunity to discuss the matter with other drectors and executve
management. Written resolutions are deemed passed only if all directors vote in favour

The board is conscious of the need to overcome the difficufties that can anse from the tme differences
and geographic separations that face directors; both between and within regions.

It is not practical or cost4ustified for the whole board to meet face-to-face at every board meeting So
where one or more director is unable to be physically present, use s made of telephone conference
calls.

Durng the course of 2015, there were 3 meetings of the board Afll drectors were present at all
i mostly n person but scmetimes by telephone The Company’s charrman attended all of the

meetings,
3 meetngs and m person i Hong Kong.

In addition to the board meetng, there are also frequent but less-formal telephone and email exchanges
among directors. On these occasions there may be discussion of monthly management accounts or
any other topic a director may wish to rarse  These meetings are chared by the Company’s charrman

Corporate Governance Statement {(continued)
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In addition to using their influence at board and board Committee meetings, non-executive directors
have direct access to the secretary of the board Committees This individual reports directly to the
charman of the Audit Committee, and has delegated to him all of the routine company secretanal work

By these means, the non-executive directors believe that their roles are bemg discharged effectively

Non-executive directors

It is not thought that the Company is large enough to warrant the format appointment of a senior
non-executive director. instead, other non-executive directors are actively and regutarly consulted by
the Chairman and encouraged to provide feedback. Wenjie Zhou and Jianfeng Li as well have
maintained a dialogue with major shareholders and these directors have kept the board up to date
with shareholders’ views.

No formal mechanism exists for appraising the effectiveness of the board as a whole or of the Charman
alone. The Remuneration and Nominaton Committee has not recommended that such a process s
implemented.

Composition and effectiveness of the Board
By virtue of hus substantial indirect shareholding in the Company, Wenjie Zhou has not been considered
to be an independent director. Each of the other two non-executive directors & considered to be

‘independent’

The service agreements for the non-executive directors mciuding the independent were agreed by the
board before the Admussion to AIM, and these have not been changed since. Copies of the service
contracts of all current directors’ are available for inspection at the Company’s registered office and at
the location of the AGM for a perod before that meeting begins.

All directors may have access to independent professional advice at Company expense if this is felt by
them m their own judgement that it s needed to enable them to discharge ther duttes and that the cost
of such advice is reasonable in the crcumstances

Emphases 15 placed by the Charman on the mportance of familianty with the board pack and the
contributions made by directors. However, given its sze, a formal evatuahon of board performance by
an outside agency is not befieved to be approprate. Instead, the Charman’s frequent contact with
other directors provides suffictent opportunity for frequent and effective two-way ‘cafibration’.

incentive schemes for staff and directors

All staff emoy a bonus of 1 month, payable after the end of the calendar year if they remain in the
empioyment of the Company. In addition, selected staff will be paid a discretionary bonus that depends
upon personal and company performance. The broad guidelines for this are set by the Remuneration
Committee. The discretionary bonuses for a few of the most senior staft are also set by that Commiltee

Selected semor members of staff participate in the Company’s share option scheme and the overall

award of grants to such staff 1s approved by the Remuneration Committee according to the rules of that
commuttee

12
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Corporate Governance Statement (continued)

Board Committees

There are two standing Commuttees of the board Each committee has wntten terms of reference
approved by the board These are kept under review and updated as needed. Dunng the year, the
Remuneration Committee sat once, and the Audit and Committee sat twice All members were present
on each occasion.

The membership and the chaimmen of board Commiittees is determined by the board but, given the
small number of directors, refreshing membership on a regular or frequent basis is not viable.
The main purposes and general terms of reference of each board Committee are set out below.

Remuneration Committee

The Remuneratson Committee consists of Chin Phang Kwok and Ajay Rajpal. Chin Phang Kwok has
been appointed chaimman. The Remuneration Committee monitors the performance of each of the
Company's executive Directors and senior executives to ensure they are rewarded fairly for ther
contribution. The recommendations of the Remuneratton Committee are presented to a meeting of the
ful Board. The remuneration and terms and condittons of appointment of the norn-executive directors
are set by the Board as a whale.

The dutres of the Remuneration Committee are to:

i Reviewmng and recommendmng the emoluments, pension entitements and other benefits of
the executive directors and as appropriate other senior executives; and

i Reviewing the operation of share option schemes and the granting of such ophons.

Audit Committee

The Audit Commuttee consists of Peter Greenhalgh and Ay Rajpal. Ajay Rajpal has been appomted
chaimman. The Audit Commuttee s responsible for ensurmg that the Combined Code 1s implemented in
respect to matters relating to the Company’s external audit. In addition, the Commuttee also discusses
the scope of the audit before its commencement and it recerves reports from the external auditors The
Committee also recommends the appointment of, and will review the fees of, the external auditors. The
Audit Commuttee meets the external auditors and meets mtemnally at least twice per year it also meets
an an ad hoc basis as required

The duties of the Audit Committee are to

i Review of the annuat financal statements and mitenm reports prior to approval, focusing on
changes n accounting polictes and practices, major judgermnental areas, significant audit
adjustments, going concern and compfiance with accounting standards, Stock Exchange
and legal requirements;

i} Receive and consider reports on mnternal financial controts, including reports from the
auditors and report ther findmgs to the Group Board,;

=1

Consider the appointment of the auditors and their rernuneraton mctuding reviewing and
monitormg of independence and objectivity;

v Meet with the auditors to discuss the scope of the audit, issues ansing from thesr work and
any matters the audrtors wish to rarse, and

v Develop and implement policy on the engagement of the external auditor to supply non-
audit services

] Develop and mplement policy on the engagement of the internal auditor

13
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Corporate Governance Statement (continued)

Board Committees (continued)

The Audit Committee will be provided with detatls of any propcsed related party transactions i order
to consider and approve the terms and conditions of such transactions

Bribery Act, 2010 (the ‘Act’)

The Group has in place a full “Ant-bribery Paolicy” and this 1s augmented by a “Whistle-blower's
Policy” Both have been translated into the Chinese language and all members of staff are required
to read and understand the pohicies and confinm in wnting that they have done so

Under guidefines set by the board, a designated '‘Group Compliance Officer’ manages the processes
and procedures that flow from the policies, in particular the areas perceived to represent most nsk
The Group Comphance Cfficer reports to the board or a board committee as nesded

Since its inception, the board has reviewed the practical implementation of the Anti-bnbery Policy and

will do so again at least once a year The basic requirements include ensunng famiiardy and
acceptance of the policies, nsk analysts and mamtenance of an "Incident’ book

On behalf of the board,

Rpet

Wenjie Zhou
Chairman
9 September 2015
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Zibao Metals Recycling Holdings Plc
Year ended 31 March 2015
Independent Auditors’ Report to the members of Zibao Metals Recycling Holdings Plc

We have audited the financia! statements of Zibao Metals Recycling Holdings Plc for the year ended
31 March 2015, which compnse the Consolidated Statement of Comprehensive Income, Consohdated
Statement of Changes in Equity, Company Statement of Changes in Equity, Consolidated Statement
of Financial Position, Company Statement of Financat Position, Consolidated Statement of Cash Fiows,

Statement of Cash Flows and the related notes on pages 25 to 54. The financal reporting
framework that has been appfied in their preparaton s appficable law and International Financial
Reporting Standards (IFRSs) as adopted by the European Union.

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part
16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to the
Company's members those matters we are required to state to them m an auditors' report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibifity to
anyone other than the Company and the Company’'s members as a body, for cur audit work, for this
report, or for the opinions we have formed.

Respective responsibifities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on page 9, the drectors
are resporsible for the preparation of the financial staternents and for being satisfied that they give a
true and fair view Our responsibifity is to audit the financial statements m accordance with applicable
taw and intemational Standards on Auditing (UK and Ireland) Those standards require us to comply
with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the awudit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficcent to give reasonable assurance that the financial statements are free from materal
misstaternent, whether caused by fraud or emor This mcludes an assessment of whether the
accounting policies are appropriate to the Group's and Parent Company's circumstances and have
been consistently appfied and adequately disclosed, the reasonableness of significant accourting
estimates made by the directors; and the overall presentation of the fimanaal statements. In addition
we read all the financial and nonfinancal mformation in the Charman’s Statement, Strategic Report
and Directors’ Report to identify material inconsistencies with the audrted financial statements and to
identfy any information that is apparently materially incorrect based on, or matermally incons:stent with,
the knowledge acquired by us in the course of performmng the audit. if we become aware of any material
msstatement or meonsistencies we consider the mphcations for our report.

Opinion on financial statements
in our apinion:

the financiat statements give a true and farr view, of the state of the Group’s and Parent Company's
affairs as at 31 March 2015 and of the Group's profit and the Group’s and Parent Company’s cash flows
for the year then ended;

the fmancal statements have been properly prepared in accordance with intemational Financsal
Reporting Standards as adopted by the Eurcpean Union, and

the fmancial statements have been properly prepared n accordance with the Companies Act 2006

in our opinion, the mformation given i the Directors’ Report for the financal year for which the financial
statements are prepared is consistent with the financial statements
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Zibao Metals Recycling Holdings Plc
Year ended 31 March 2015

Independent Auditors’ Report (continued )
Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires
us to report to you if, in our opmion.

- adequate accounting records have not been kept by the Parent Company, or retums adequate for
audit have not been received fromm branches not visited by us; or

- the Company financial statements are not in agreement with the accounting records and retums;
or

- certan disciosures of Directors’ remuneration specified by law are not made; or

- we have not all the information and explanations we require for our audit.
O

Sanjay Parmar

SENIOR STATUTORY AUDITOR

For and an behaif of Jeffreys Henry Lt P, statutory auditor

Finsgate

5-7 Cranwood Street
London

EC1V 9EE

United Kingdom

9 September 2015

16




Zibao Metals Recycling Holdings Pic

Year ended 31 March 2015

Consolidated Statement of Comprehensive Income

Notes 2015 2014
HKD'000 HKD’000

Continuing operations
Revenue 4 403,798 443,607
Cost of sales (386,189) (420,956)
Gross profit 17,609 22.651
Other revenue 5 1,031 660
Seling and distribution expenses {692) (2,574)
Adminstirative expenses 9 {8,524) (12,522)
- Admission expenses (581) (7.992) I
- Other administrative expenses {7,943) (4,530)
Finance costs 8 (250) (225)
Profit before tax 9174 7,980
Income tax expense 10 (1.431) (2,179)
Profit for the year from continuing 1
operations 7,743 581
Profit/ for the year from discontinued 28 _ 74
operations
Profit and total comprehensive
income for the year 7,743 5.885
Profit and total comprehensive income
for the year atiributable to the cwners
of the Company 7,743 5,885
Eamings per share 2015 2015
From contmumg and discontmued operatons HKD HKD
Basic 11 0.082 0.073
Dituted 0.080 0073
From contnumg operations
Basic 11 0082 0072
Dituted 0.080 0072

The notes on pages 25 to 54 are an integral part of these consolidated financial statements
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Zibao Metals Recycling Holdings Plc
Year ended 31 March 2015

Consolidated Statement of Financial Position

Notes 2015 2014
HKD'000 HKD’000
Assets
Non-Current Assets
Property, plant and equipment 15 45448 152
Intangible assets 14 1,772 -
47220 152
Current Assets
Inventones 16 17,233 16,191
Trade receivables 17 14,774 25,360
Prepayments, deposits and other
recesvables 17 22,905 6,620
Cash and cash equuvalents 18 1,104 6,030
56,016 54,201
Total Assels 103,236 54 353
Equity and Liabilities
Equity attributable to owners of the
Company
Share capital 21 15,549 10,530
Share Premium 42 167 -
Share based payment reserve 589 -
Group reorgansation reserve 22 (527) (527)
Retamed eamnings 6,590 1,176
Total Equity 64,368 11,179
Non-current habifities
Deferred tax 20 200 -
200 -
Current liabilities
Trade payables 19 22792 6,098
Accrued liabilities and other payables 19 3,518 29,390
Amount due to a director 23 3,004 -
Tax payable 10 9,354 7,686
Total Liabilihes 38,668 43174

Total Equity and Liabifities 103,236 54,353
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Zibao Metals Recycling Holdings Plc
Year ended 31 March 2015
Conschdated Statement of Financial Position (continued)

The financial statements were approved by the Board of directors and authonsed for tssue on 9
September 2015 They were signed on its behalf by

Pl

Wenjie Zhou
Director

9 September 2015

Company Number 08724168

The notes on pages 25 to 54 are an mtegral part of these consolidated financial statements
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Zibao Metals Recycling Holdings Plc

Year ended 31 March 2015
Consolidated Statement of Cash Flows

Notes 2015 2014
HKD’000 HKD’000
Net cash from operating actvities 29 (18,837) 10,784
" - tivith
Addition of property, ptant and equipment - 4)
Interest received 1 -
Acquisition of subsidiary net cash acqumred 304 -
Net cash used in investing activities 305 4)
= - tiviti
Dividend paid (2,329) (10,000)
Net proceeds from the issue of ordinary 15,935 -
shares
Net cash from financing activities 13,606 {10,000)
Net increase / (decrease) in cash and {4,926) 780
cash equivatents
Cash and cash equivalents at begmnning of 6,030 5,250
the year
Cash and cash equivalents at the end of 1,104 6,030
the year
Represented by
Bank batances and cash 1,104 6,030
Pledged deposits - -
1,104 6,030

Cash and cash equivatents (which are presented as a smgle class of assets on the face of the batance
sheet) comprise cash at bank and other short-term highly liquid investments with maturity of three
months or less, as adjusted for any bank overdrafts

The notes on pages 25 to 54 are an integral part of these consolidated financial statements

20




Zibao Metals Recycling Holdings Plc
Year ended 31 March 2015

Consolidated Statement of Changes in Equity

As at 31 March 2013

Tatal comprehensive
income for the year
Dividend paid to
equily holders of
Masterprece

Shares ssued
during the period

Group
reorganisation

As at 31 March 2014

Total comprehensive
tncome for the year
Diwvwdends pard to
equry hokders of the
Company

Share ophons and
warrants rssued (n
the penod

Shares rssued
during the pernod

As at 31 March 2015

Share Group
Share Share Retained based Reorgan- Total
Capital Premium Earnings payment isation
reserve Reserve
HXD000 HXD'000 HKD'0oo0 HKD000 HKD000 HXD000
- - 5,291 - - 5291
- - 5,885 - - 5 885
- - (10,000) - - (10,000)
10,530 - - - - 10,530
- - - - (527) (827)
10,530 - 1,176 - {527) 11,179
- - 7,743 - - 7,743
- - (2,329) - - (2,329)
- - - 589 - 589
5,019 42 167 - - - 47 188
15,549 42 167 6,590 589 (527) 64,368

Share capital s the amount subscribed for shares at nommal vaiue
The Group reorganisation reserve relates to the effect on equity of the group reorgarusation See

Note 22

Retamed eamngs represent the cumulative profits of the Group atinbutable to equity

shareholders.

The notes on pages 25 to 54 are an mtegral part of these consolidated financial statements.
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Zibao Metals Recycling Holdings Pic
Year ended 31 March 2015

Company Statement of Financial Pesition

Assets
Non-Current Assets
Investment in subsidiznes

Current Assets
Prepayments and other receivables

Total Assets

Equity and liabilities

Equity attnbutable to owners of the
Company

Share capital

Share premium

Share based payment reserve
Merger rehief reserve

Retained garmings

Total Equity

Current Liabilities

Accrued liabibes and other payables
Total Liabilities

Total Equity and Liabilities

Notes

14

17

21

19

2015 2014
HKD'000 HKD'000
30,046 30,046
54,209 -
84,255 30,046
15,549 10,530
42,167 -
589 -
19,516 19,516
1,080 (7,992)
78,901 22,054
5,354 7,992
5,354 7,992
84,255 30,046

The financtal statements were approved by the Board of directors and authorised for 1ssue on 9

September 2015 They were signed on its behalf by

By

Wenjie Zhou
Director

9 September 2015

Company Number D8724168

The notes on pages 25 to 54 are an integral part of these consalidated financial statements
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Zibao Metals Recycling Holdings Plc
Year ended 31 March 2015

Company Statement of Cash Flows

Loss for the year before tax
Adjustments for

Share option charge
Chage for Warmants
Increzse in other receivahles
(Decrease) increase in accrued abibtes
and othex payables

Net cash used in operating activities

Divdends paid

Dividends recesved

Net proceeds from the issue of ordinary
shares

Net cash from financing activibes

Net increase / (decrease) in cash and
cash equivalents

Cash and cash equivalents at beginning of
the year

Cash and cash equivalents at the end of
the year

Notes 2015
HKD’000

(3.599)
561

(22,958)
(2.638)

2014
HKD’000

(7.992)

(28,606)

(2,329)
15,000
15,935

28,606

The notes an pages 25 to 54 are an mtegral part of these consolidated financial statements.
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Zibao Metals Recycling Holdings Plc
Year ended 31 March 2015

Company Statement of Changes in Equity

As at 31 March 2013

incame for the year
Shares issued during the
period

As at 31 March 2014

Totat comprehensive
mcame for the year
Dividend received from

Dividend

Share ophons and warrants

ssued m the penod
Shares ssued dunng the

As at 3t March 2015

Share Merger
Share Share Retained Based Reficf Totat ‘
Capital Premium Eamings Payment Reserve :
Reserve
HKD*000 HKD'000 HKD'000 HKD000 HKD000 HKD'000
- - (7’992) = = (7'992) |
|
10,530 - - - W56 a0
10,530 - {7,992) 19,516 22,054
- - (3,599) - - (3.599)
- - 15,000 - - 15,000
- - (2.329) - - (2,329)
- - - 589 - 589
5,019 42 167 ) - - 47,186
15,549 42167 1,080 589 19,516 78,901

Share capital s the amount subscribed for shares at nommal vatlue

Merger refief reserve arises from the 100% acquisition of the Mastermece Group on 10 March 2014
whereby the excess of the fair vatue of the issued ordinary share capital issued over the nominat vatue
of these shares is transfemed to this reserve in accordance with section 612 of the Companies Act

2006

Retamed eamings represent the cumulative profits of the Group attributable to owners of the

Company

The notes on pages 25 to 54 are an integral part of these consolidated financial statements
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Zibao Metals Recycling Holdings Plc
Year ended 31 March 2015

Notes to the Consohdated Financal Statements
1. General information

Zihao Metals Recydling Holdings Plc s a company mcorporated m England on 9 Cctober 2013
under the Companies Act 2006 but domciled n Hong Kang. It was listed on the AIM market on 20
June 2014. The address of the registered office is given at the start of the annual report. The
Group's principal activity is that of trading scrap metats. Further details are set out n the Chairman's
Statement on pages 3 and 4.

2. Basis of preparation and significant accounting policies

The consofidated financial statements of Zibao Metals Recycling Holdings Pic have been prepared
m accordance with Intemational Financial Reporting Standards as adopted by the European Umon
(IFRS’s as adopted by the EU), IFRS Interpretations Committee and the Companies Act 2006
applicable to companies reporting under [FRS.

The consofidated financial statements have been prepared under the historical cost convention.

The preparation of financial statements in conformity with IFRS requires the use of certam critical
accourting estimates. it also requires management to exercise its judgement m the process of
applying the Group's accounting poficies. The areas mvolving a higher degree of judgment or
complexity, or areas where assumptons and estimates are significant to the consofidated financial
statements are disclosed in Note 3

The preparation of financial statements in conformity with IFRSs requires management to make
judgments, estimates and assumphons that affect the applicaton of accounting policies and
reported amounts of assets, Eabilities, income and expenses Although these esttmates are based
on management's expenence and knowledge of current events and achons, actual results may
ulttmately differ from these estmates.

The estmates and underlying assumptions are reviewed on an on-going basis Revsions to
accounting estimates are recognised in the penod in which the estimates are revised if the revision
affects ondy that penod or in the penod of the revision and future penods if the revision affects both
current and future periods.

Going concern
These financial statements have been prepared on the assumption that the Group s a gomy
concem

When assessing the foreseeable future, the directors have looked at a peniod of at least twelve
months from the date of approval of this report. The forecast cash-flow requirements of the business
are contmgent upon the ability of the Group to generate future sales and renew long term
borrowings.

After making enqumies, the directors firmly beheve that the Group has adequate resources to

continue in operational existence for the foreseeable future. Accordingly, they continue to adopt the
gomg concern basis in prepanng the financzal statements
New and amemnded standards adopted by the Company

There are no IFRSs or IFRIC interpretatons that are effective for the first time for the fmancial year
beginnmg on or after 1 April 2014 that would be expected to have a matenal impact on the Group
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Zibao Metals Recycling Holdings Plc

Year ended 31 March 2015

Notes to the Consolidated Financial Statements (continued)

Standards, interpretations and amendments to published standards that are not yet

effective.

The followmg new standards, amendments to standards and interpretations have been ssued, but
are not effective for the financaal year beginning 1 April 2014 and have not been early adopted

Reference Tile Summary Apptiication date of Applicaton
standard date of Group
Amerdments Amendments MRS 2: darifies defnition of vesting 1 July 2014 1 April 2015
to [FRS 2, resulting from condtions
IFRS 3 Anmual {FRS 3: dlarifies contingent
tmprovements consideration in a business
2010-12 Cyde combination
Amendments  Defined Beneftt Clarifies that the treatment of Penods commencing on 1 Aprit 2015
to 1AS 19 Plans: Employee  contributions when they are or after 1 July 2014
Contributions independent of the number of years
of service
[FRS9 Financial Revrsed standard for accounting for Periods commenciyg on 1 April 2015
Instruments financial mstruments ar after 1 Jamsary 2015
[FRS 14 Regutatory Ammns to enhance the comparability of Penods commencmg on 1 April 2016
deferral accounts mmwmm or after 1 Jamuary 2016
to rate-regudations
{FRS 15 Revenue from Specifies how and when to recognise  Penods commenang on 1 April 2017
contracts with revenue from confracts as well as or after 1 January 2017

customers

requiring more informative and
relevant disclosures

The directors anticipate that the adoption of these standards and the interpretahons in future
periods will have no matena! mpact on the financial statements of the Group.

(b) Basis of consofidation

The consofidated financial statements mcorporate the financa! statements of the Company and
entites controlled by the Company (its subsidiaries) made up to 31= March each year Control is
achieved where the Company has the power to govern the financial and operatng polictes of an
nvesiee entity so as to obtamn benefits from its achivibies.

The results of subsidianes acquired or disposed of during the year are mcluded m the consolidated
statement of comprehensive mcome from the effective date of acquisition or up to the effective
date of disposal, as approprate.

Where necessary, adiustments are made to the financial statements of subsidianes to brng ther
accounting poficies into fine with those used by other members of the Group.

All intfra-group transactions, batances, income and expenses are eliminated on consolidation.
Changes m the Group's ownership mterests in existing subsidiaries

Changes m the Group’s ownership interests i subsidianes that do not resuft m the Group losing
comtrod over the subsadiaries are accounted for as equity transactions. The camrying amounts of the
Group’s interests and the non-controlling interests are adjusted to reflect the changes m ther
refative mterests m the subsxfiaries. Any difference between the amount by which the non-
controlfing interests are adjusted and the fair value of the consideraton paxd or received s
recogrused directly m equity and attributed to owners of Masterpiece
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Zibao Metals Recycling Holdings Plc
Year ended 31 March 2015

Notes to the Consohdated Financial Statements (continued)

(b) Basis of consolidation (continued)
When the Group loses control of a subsidiary, the profit or loss on disposal 1s calculated as the
difference between (i) the aggregate of the fair value of the consideration recerved and the far
value of any retamed mterest and (ii) the previous carrymg amount of the assets (including
goodwill), and Eahilities of the subsudiary and any non-controlling interests. Where certam assets
of the subsidiary are measured at revahsed amounts or farr values and the related cumulative gain
or loss has been recognised in other comprehensive income and accumulated in equity, the
amounts previously recognised in other comprehensive moome and accumulated in equily are
accounted for as if the Company had directly disposed of the related assets (i.e. reclassified to
profit or loss or transferred directly to retamed eamings). The fair valtte of any mvestment retamed
in the former subsidiary at the date when control is lost is regarded as the far value on mitial
recognition for subsequent accounting under IAS 39 *Financial insbhuments: Recogniton and
Measurement” or, when applicable, the cost on inihal recognihon of an mvestmernt in an assocate
or a jointly contrulled entity.
Busi binath
Acquisitions of businesses are accounted for using the acquisiton method. The consideration
transferred i a business combination is measured at fair value, which is calculated as the sum of
the acquisition-date fair values of the assets transferred by the Group, liabifihes mcurred by the
Group to the former owners of the acquiree and the equity interests issued by the Group in exchange
for controd of the acquiree. Acquisitionrelated costs are recognised in profit or toss as mcurmed.

At the acquisition date, the identifiable assets acquired and the Gabifites assumed are recogrsed

at their fair value at the acquisition date, except that

- defered tax assets or Habifiies and Gabilities or assets related to empioyee benefit
amangements are recognised and measured n accordance with LAS 12 Income Taxes and IAS
19 Employee Benefits respectively;

-  Eahifites or equiy instruments related to share-based payment transactions of the acquiree or
the reptacement of an acquiree's share-based payment transactions with share-based payment
transactions of the Group are measured n accordance with IFRS 2 Share-based Payment at
the acquusitton date, and

- assets (or disposal groups) that are classified as hetd for sale in accordance with IFRS 5 Non-
current Assets Held for Sale and Discontnued Operations are measured m accordance with
that standard.

Goodwill is measured as the excess of the sum of the consideraton transferred, the amournt of any
non-controffing interests in the acquiree, and the far vatue of the acquirer's previously held equity
interest in the acquiree (if any) over the net of the acquisittion-date amounts of the entifiable assets
acquired and the Eabfities assumed. If, after assessment, the net of the acquisition-date amounts of
the identifiable assets acquired and Gabifities assumed exceeds the sum of the consideration
transferred, the amount of any non-controfling interests in the acquiree and the far value of the
acquirer's previously held interest in the acqurree (if any), the excess 15 recognised mmediately in
profit or loss as a bargain purchase gam

Group reorganisation accounting

The Company acquired its 100% interest in Masterpiece Enterpnises Limited ("MEL”) m 2014 by way
of a share for share exchange This is a busmess combination mvolving entities under caommon
control and the consofidated financial statements are issued m the name of the Group but they are
a continuance of those of MEL. Therefore the assets and fiabifthes of MEL have been recognised
and measured in these consofidated fmancial statements at their pre combmnation carrying vatues
The retamed eamuings and other equity balances recognsed in these consofidated financmal
statements are the retained earmings and other equity batances of the Company and MEL. The
equity structure appearing i these consolidated fimancial statements (the number and the type of
equrty instruments issued) reflect the equity structure of the Company mduding equity instruments
ssued by the Company to effect the consolidation The difference between consideration given and
net assets of MEL at the date of acquisthon ts included in a group reorganisation reserve
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Zibao Metals Recycling Holdings Plc
Year ended 31 March 2015

Notes to the Consohdated Financial Staternents (continued)

{c) Property, plant and equipment
Property, plant and equipment are stated at histoncal cost less subsequent accumulated
depreciation and accumulated imparment losses, if any Histoncal cost includes expenditure that s
directly attributable to the acqursition of the items

Subsequent costs are mcluded m the asset's carmying amount or recogrused as a separate asset,
as appropriate, only when it s probable that fuhme economic benefits associated with the itern will
flow to the Group and the cost of the item can be measured refiably. All other repairs and
maintenance are charged to profit or foss during the financial pericd m which they are incurred.

Depreciation on property, ptant and equipment is calculated using the straightine method to write
off thetr cost over their estimated useful fives at the following annual rates

Land and building Over the lease term of 50 years
Fumiture, fixtures and equipment 20%
Leasehold improvements 20%
Plant and machinery 20%
Computer equipment 30%

Useful fives and depreciation method are reviewed and adjusted if appropnate, at the end of each
reporting penod.

An item of property, plant and equipment is derecogmsed upon disposal or when no future econormac
benefits are expected to arise from the continued use of the asset  Any gain or loss arising on the
disposal ar retirement of an item of property, plant and equipment s determmed as the difference

between the sates proceeds and the carrymg amount of the relevant asset, and s recogrused m
profit or loss m the year im which the asset s derecognised

(d)intangible assets
Intangible assets acquired as a resuft of a busmess combmatron are mitally recogrused at ther far

vaiues at the date of acquisiton Such assets are amortsed over ther estmated lives of 10 years
on a straight fine basss.

{e) nvestments in subsidiaries
investments m subsidianes are stated at cost less, where appropnate, provisions for mpairment.

{f) Inventories
inventones are carned at the lower of cost and net realisable vatue. Cost is determmed using specific
dentification or firstin, first-out method as appropriate, and i the case of work in progress and
finished goods, comprises the cost of purchase, cost of conversion and other costs mourred in
bringing the inventories to their present location and condition. Net reafisable value is the estmated
seflng price n the ordinary course of business less the estmated cost of complebon and appiicable

selling expenses

When the mventories are sold, the carrying amount of those inventories s recognised as an expense
in the year in which the related revenue s recognised The amount of any write-down of mventories
to net realisable value and all losses of inventones are recogrused as an expense m the year in
which the write~down or loss accurs. The amount of any reversal of any write-down of mventories is
recogresed as an expense in the year in which the reversal occurs.
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Zibao Metals Recycling Holdings Plc
Year ended 31 March 2015

Notes to the Consolidated Financial Statements (continued)

{g)impairment of non-financial assets

The Group assesses at each reporting date whether there 15 an indication that an asset may be
mmpared. If any such indication exists, or when an annual mparment assessment for an asset is
required, the Group makes an estimate of the asset’'s recoverable amount. An asset's recoverable
amount s the tugher of an asset's or cash-generating unit's fair value less costs to selt and its vahuie
in use and s determined for an individual asset, uniess the asset does not generate cash inflows
that are lamgely dependent on those from cther assets. Where the camrying amount of an asset or
cash generating unit exceeds ils recoverable amount, the asset is considered tmpaired and rs written
down to its recoverable amount. In assessing value in use, the estimated future cash flows expected
to be generated by the asset are discounted to their present value usmng a pre-tax discount rate that
reflects current market assessments of the time vatue of money and the nsks specific to the asset
In determining fair value less costs to sell, recent market transactions are taken into account, if
avaitable. if no such transactions can be dentified, an appropriate valuation mode! is used. These
catculations are corroberated by valuation muitiples or other available far vatue indicators.

tmpairment losses are recognised in profit or loss in those expense categones consistent with the
function of the impaired asset, except for assets that are previously revalued where the revaluabon
was taken to other comprehensive income. In ths case, the imparment s also recognised i other
comprehensive mcome up {o the amount of any previous revatuaton.

An assessment is made at each reporting date as to whether there is any indication that previously
recogmsed impairment tosses may no longer exist or may have decreased. If such indicaton exists,
the Group estimates the asset's or cash-generating unit's recoverable amount A previously
recognised impairment loss is reversed only if there has been a change i the estimates used to
determine the recoverable amount of an asset since the last imparment loss was recognised if that
s the case, the canmymg amount of the asset s mcreased to its recoverable amount. This mcrease
cannot exceed the carrying amount that would have been determined, net of depreciation, had no
mpairment toss been recognised previously Such a reversal is recognised in the profit and loss
unless the asset 1s measured at revalued amount, m which case the reversal s treated as a
revatuation mcrease.
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Zibao Metals Recycling Holdings Plc
Year ended 31 March 2015

Notes to the Consohlidated Financial Statements (continued)

(h)Financial instruments

Financial assets and financial liabilites are recognised on the statement of financial position when
an entity becomes a parly to the contractual provisions of the mstruments Financial assets and
financial fabifities are initially measured at farr value Transacton costs that are directly attributable
to the acquisition or issue of financial assets and finanaal Gabiities (other than financial assets and
financa! iabilities at fair vatue through profit or loss) are added to or deducted from the fair value of
the financial assets or financial fiabifities, as appropriate, on mitial recognition. Transaction costs
directly attributahle to the acquisition of financial assets or financial iabifites at fair value through
profit or loss are recognised immediztely in the income statement.

(i) Financial assets
The Group’s accounting polices for financal assets are set out below.

Management determine the classification of its financal assets at initial recognitlon depending on
evaluate this designation at every reporting date.

All fmancial assets are recognised on a trade date when, and only when, the Group becomes a party
to the contractual provisions of an instrument. When financial assets are recogmsed initially, they
are measured at fair vatue plus transacton costs, except fur those finance assets classified as at
fair vatue through profit or loss (FVTPL'), which are initially measured at farr value

Fmnancial assets are classified into the following specified categones: fmancial assets at FVTPL,
hekd-to-maturity’ investments, ‘available for sale’ (AFS) financa! assets and loans and recetvables.
The classiftcation depends on the nature and purpose of the financal assets and s determined at
the time of recognitron.

Derecognition of financsal assets occurs when the nghts to receive cash flows from the mvestments
exptre or are transferred and substantially all of the nsks and rewards of ownership have been
transferred.

At each reporting date, fmancal assets are reviewed to assess whether there 1s objective evidence
of mparment If any such evidence exists, mpamrment loss ts determmned and recogrmsed based on
the dlassification of the financial asset

Loans and receivables (including trade receivables, prepayments, deposits and other receivables,
cash and bank batances) are non-denvative financial assets with fixed or determmable payments
that are not quoted on an active market. At each reporting date subsequent to mshal recognition,
lcans and recervables are carried at amortised cost using the effective interest method, less any
dentified imparrment tosses. An mparment loss s recognised m the statement of comprehensive
income when there is objective evidence that the asset is impared, and s measured as the
difference between the asset's carrying amount and the present vatue of estmated future cash flows
discounted at the original effective interest rate. Impairment losses are reversed in subsequent
periods when an increase m the asset's recoverable amount can be related abjectively to an event
occurrng after the impamment was recognrsed, subyect to a restnctron that the carmying amount of
the asset at the date the imparment s reversed does not exceed what the amorhsed cost would

have been had the impairment not been recognised

{ii) Financial Gabilities and equity

Financsa) liabilittes and equity are recogrised on the Group's statement of financial position when
the Group becomes a party to a contractuatl provision of an instrument. Financial kabilites and equity

mstruments ssued by the Group are classified according to the substance of the contractual
amangements entered mto and the defirbons of a financal kability and an equity instrument.
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{il) Financial liabilities and equity (continued)

An equity instrument & any contract that evidences a residual mterest in the assets of the Group
after deducting all of its Gabifihtes Equity mstruments issued by the Group are recognised at the
proceeds received, net of transaction costs.

The Group's financial lizbifittes nclude amounts due to a director, trade payables and accrued
fiabiities. These financial Eabifities are dlassified as Farr Value through the Profit and Loss ("FVTPL")
are stated at fair value with any gains or losses arising on re-measurement recognised in profit or
loss. Other financel Esbdfities, including bormowmgs are inihally measured at fair vatue, net of
transaction costs.

Other financial Gabilibes, including borrowings, are subsequently measured at amortised cost using
the effective mterest rate method, with interest expense recognised on an effective yeld basis

The effective interest method is a method of calculating the amortised cost of a financial Bability and
of aflocating interest expense over the relevant penod. The effective interest rate is the rate that
exactly discounts estimated future cash payments through the expected fife of the fmancial tiabifity,
ar, where appropriate, a shorter penod, to the net carrying amount on mutial recognition

Financial habilities are derecognized when the obligation specified m the relevant contract s
discharged, cancelled or expires. The difference between the camying amount of the financial abifity
derecogmsed and the consideration pad is recogrised n the statement of comprehensive income

When an existing financial fiability is replaced by ancther from the same lender on substantially
different terms, or the terms of an extsting Gability are substantially modified, such an exchange or
modification is treated as a derecognition of the ongmnal kabifity and a recognition of a new liabifity,
and the diffference mn the respective camrying amounts i recognised in the statement of
comprehensive mcome.

{iii} Trade and other receivables

Trade and cther recervables are recognised inmhally at farr value and subsequently measured at
amortised cost using the effective interest method, less provision for imparment losses for bad and
doubtful debts, except where the recevables are mnterest-free loans made to refated parties without

any fixed repayment terms or the effect of discounting would be matenal. In such cases, the
receivables are stated at cost less imparment losses for bad and doubtful debts

{iv) Trade and other payables

Labifities for trade and other payables which are recognised initially at thewr far value and
subsequently measured at amortised cost using the effective mterest method, unless the effect of
discounting would not be material, in which case they are stated at cost.

{v) Fair vatues

The canying amounts of the financsal assets and liabilites such as cash and cash equivatents,
receivahles and payables of the Group at the balance sheet date approximated thesr fair values, due
to the refatively short term nature of these financial mstruments
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(i} Borrowings
Borrowings are presented as current fiabilites unless the Group has an uncondrtional nght to defer
settlement for at least 12 months after the statement of financial positon date, m which case they
are presented as non-current fiabifites

Borrowings are mitiafly recorded at &ir vatue, net of transacton costs and subsequently carried for
at amortised costs using the effective interest method. Any difference between the proceeds (net
of transaction costs) and the redermnption value s recognised in profit or loss over the period of the
borrowings using the effective interest method. Borrowings which are due to be seftlied within
twelve months after the statement of fimancial position date are included in current borrowings in
the staternent of financal position even though the onigmal term was for a penod longer than twelve
months and an agreement to refinance, or to reschedule payments, on a longterm bass is
campleted after the statement of financal position date and before the financial statements are
autharised for issue.

{} Revenue recognition
Revenue s measured at the farr vatue of the consideration receved or receivable and represents
amounts receivable for the sales of goods and the use by others of the Group’s assets yielding
interest, net of rebates and discountds

Revenue on sales of goods s recogmsed on the transfer of nsks and rewands of ownershap, which
generally coincides with the time when the goods are defivered to customers and title has been

passed

Interest mcome from a financial asset, is recognised on an accrual basis using the effective nterest
rate method by applying the rate that exactly discounts the estmated future cash recespts through
the expected fife of the financial mstrument or a shorter pericd, when appropnate, to the net carrying
amount of the financial asset.

(k) Cost of sales
Cest of sales consists of afl costs of purchase and other directly mcurred costs.

Cost of purchase compnses the purchase pnce, mport duttles and cther taxes (other than those
subsequently recoverable by the Group from the taxang authorities), if any, and transport, handling
and other costs directly aftributable to the acquisition of goods. Trade discounts, rebates and other
similar items are deducted in determining the costs of purchase

Cost of conversion pnmarily consests of hiring charges of subcontractors incurred durmg the course
of conversion.

{1) Borrowing costs
Borrowing costs are expensed m the perod m which they occur Borrowmyg costs consst of mterest
and other costs that an entity incurs in connection with the borrowing of funds.

(m) Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable s based on taabile profit for the year Taxable profit differs from net profit
as reported m the statement of comprehensive ncome because ¢ excludes items of mcome and
expense that are taxable or deductible in other years, and it further excludes rtems that are never
taxable or deductible The Group’s fiability for current tax is catcutated usng tax rates that have been
enacted or substantively enacted by the end of the reportmg penod.

Deferred tzx 15 recognised on temporary differences between the camymg amount of assets and
kabiites in the consohdated financial statements and the corresponding tax bases used in the
computation of taxable profit Deferred tax habilibes are generally recognised for all taxable
temporary differences
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(m) Taxation (continued)

Deferred tax assets are generally recognised for all deductible temporary differences to the extent
that it is probable that taable profits will be avaflable against which those deductible temporary
differences can be ufiised. Such deferred tax assets and liabilihtes are not recognised if the
temporary differences arise from goodwil or from the nibal recognition (other than in a business
combination) of other assels and fabifities in a transaction that affects neither the taxable profit nor
the accounting profit.

Deferred tax Eahifities are recognised for taxable temporary differences associated with mvestments
in subsidiaries, except where the Group s able to control the reversal of the temporary difference
and it is prabable that the temporary difference will not reverse n the foreseeable future. Deferred
tax assets arising from deductible temporary differences associated with such mvestments are only
recognised to the extent that it is probable that there will be sufficient table profits against which
to ufifise the benefits of the temporary differences and they are expected to reverse mn the
foreseeable future

The carrying amournt of defermed tax assets is reviewed at the end of the each reporting period and
reduced to the extent that it is no tonger probable that sufiicient taxable profits will be available to
allow all or part of the asset to be recovered.

Deferred tax assets and kabifities are measured at the tax rates that are expected to apply i the
period in which the lability 15 selfled or the asset reafised The measurement of deferred tax assets
and liabilities reflects the tax consequences that would follow from the manner in which the Group
expects, at the end of the reporting period, to recover or settle the carrying amount of its assets and
fiabifitres.

Current or deferred tax for the year 1s recognised in profit or loss, except when it relates to tems that
are recognused m other comprehensive mcome or directly in equity, m which case the current and
deferred tax s also recogrused in other comprehensive nmcome or directly in equity respectively
Where current tax or deferred tax anses from the mitmal accountmg for a busmess combination, the
tax effect s included m the accountmg for the business combiratbon.

{n) Cash and cash equivalents
Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and
other financial mstitutrons, and short-term, highly Equid mvestments that are readily convertible into
kwwn amounts of cash and which are subject to an insignificant risk of changes in vatue, having
been within three months of maturnty at acquisition. Bank overdrafts that are repayabte on demand
and form an integral part of the Group’s cash management are also included as a component of
cash and cash equivalents for the purpose of the consofidated statement of cash flows.

{o) Provisions and
mersmeremgwedwhmhe&ouphasapresaﬂobﬁgaﬁonasare&mmammand
it is probabie that the Group will be required to settle that obligabon. Provistons are measured at the
directors’ best estimate of the expenditure required to settle the obhgation at the statement of
financial posihion date, and are discounted to present value where the effect s material Provisions

are not recogrused for future operating losses

Where there are a number of similar cbligations, the fikefthood that an outflow will be required m
settiement s determmed by considenng the class of abligatons as a whole A provisioon s
recognised even if the fikelihood of an outflow with respect to any one tem ncluded m the same
class of abligations may be small
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{o) Provisions and contingencies (continued)

When the effect of discounting s matenal, the amount recognised for a provision s the present
vatue at the reporting date of the future expenditures expected to be required to settie the obfigation
The mcrease in the discounted present value amount ansing from the passage of time is included
in finance costs in the statement of comprehensive income.

Contingent fiabilities are not recognised in the financial statements. They are disciosed unless the
possihility of an outflow of resources embodying economic benefits is remote. A contingent asset is
not recognised in the financial statements but disclosed when an inflow of economic benefits is
probabie.

{p) Share Capital
Ordinary shares are classified as equity. Proceeds from issuance of ordinary shares are classified
as equity. tincremental costs directly attributable to the issuance of new ordinary shares are deducted

{q) Foreign cumrencies

in prepanng the financial statements of each individual group entity, transactions in currencies cther
than the functional currency of that endity (foreign currencres) are recorded in the respective
functional cumency (i.e. the currency of the primary economc environment in which the entity
operates) at the rates of exchanges prevailing on the dates of the transactons At the end of the
reparting period, monetary items denominated in foreign cumrencies are retransiated at the rates
prevailing at that date. Non-monetary items carmried at fair value that are denominated in foreign
currencies are retransiated at the rates prevailing on the date when the farr value was determmed
Non-monetary items that are measured in terms of historical costs in a foreign currency are not
retransiated.

Exchange differences arising on the settlement of monetary items, and on translation of monetary
iterns, are recognised in profit or loss in the penod in which they anse. Exchange differences ansing
on the refransiation of non-monetary items camed at farr value are included in profit or loss for the
penod except for differences ansing on the retranslation of non-monetary items m respect of which
gains and losses are recogmsed directly m other comprehensive mcome, i which cases, the
exchange differences are aiso recogresed directly in other comprehensive income

For the purposes of presenting the consotidated financial statements, assets and fiabilitres of the
Group's foresgn operations are transiated into the presentation currency of the Group (Le. Hong
Kong Dollars) at the rate of exchange prevailing at the end of the reportmg period, and ther income
and expenses are transtated at the average exchange rates for the period, unless exchange rates
fluctuate significantly during that period, in which cases, the exchange rates prevailing at the dates
of transactions are used. Exchange differences ansing, f any, are recogmsed m other
comprehensive ncome and accumutated in equity

The principal exchange rates dunng the year are set out in the table below:

Rate compared to HK$ Average rate Average Yearend rate  Year end rate

2015 rate 2014 2015 2014
GBP 12.48 12.33 1151 12.91
US Doftar 7.75 777 7.75 776

Euro 979 1039 B 42 1054
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{r) Operating leases
Assets held under finance leases are inmally recognised as assets of the Group at therr farr value at
the incephon of the lease or, If lower, at the present value of the minimum lease payments. The
corresponding bability to the lesser 5 included in the statement of financial positon as a finance
lease obligation Lease payments are treated as reduction of the lease obligation on the remaining
batance of the fiability Finance expenses are recognised immediately n profit or loss, unless they
are diredlly attributable to qualifying assets, in which case they are capitafised. Contingent rentals
are recognised as expenses in the periads in which they are incurred.

Where the Group has the use of assets held under operating leases, payment made under the
leases are charged to profit or loss over the accounting periods covered by the tease term except
where an altemative basis is more representative of the pattern of benefils to be derived from the
leased asset Lease incentives received are recognised in profit or loss as an miegral part of the
aggregate net lease payments made. Contingent rentals are charged to profit or foss in the
accountmg period m which they are incurred.

{s) Empioyee benefits

() Satanes, annual bonuses, paid annual ieave, leave passage and the cost to the Group of non-
monetary benefits are accrued in the period in which employees of the Group render the
assocsated services. Where payment or settiement is defermed and the effect would be material,
these amounts are stated at their present values.

{i) The Group participates in the mandatory provident fund for its employees in Hong Kong.
Contribuhions to the funds by the Group and the employees are calculated as a percentage of
the employees’ basic salanes. The retirement benefit cost charged to the statement of
comprehensive mcome represents contributions payable by the Group to the fund. The Group’s
contributhions to the fund are expensed as incured and the Group's voluntary contributions are
reduced by contributions forfeited by those employees who leave the fund pnor to vesting fuily
in the contributions The assets of the fund are held separately from those of the Group n an
mdependently admmistered fund

(0) Several empioyees of the Group have completed the required number of years of services to
the Group in order to be efigible for long service payments under the Hong Kong Employment
Ordmance m the event of the termmnation of therr employment. The Group s liable to make
such payments in the event that such a termination of employment meets the circumstances

specified in the Employment Ordinance.

Provision has not been recognised in respect of such possible payments, as it i1s not conswdered
probabie that the situatron will result (n a matenal outflow of resources from the Group.

() Segmental reporting
Operatng segments are reported in a manner consistent with the internal reporting provided
to the chief operatng decision maker The chief operating deasion-maker, who is responsible for
allocating resources and assessimg performance of the operatmg segments, has been identified as
the executive directors who make strategic decrsions
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3. Critical accounting estimates and judgements

Estmates and judgements are contimually evatuated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the
creumsizmees.

In the application of the Group's accounting poficies, which are described above, management is
required to make estimates and assumptions about the canmying amounts of assets and Gabilibes
that are not readily apparent from other sowrces. The estimates and assumptons that had a
significant risk of causing a material adjustment to the carrying amount of assets and Eabilities are
discussed below.

(a) mventory valuation
Inventory is valued at the lower of cost and net realisable vatue Net reafisable vatue of inventories

ts the estimated selling price in the ordnary course of business, less estimated costs of complebon
and seling expenses. These estimates are based on the current market conditions and the histoncal
experience of selling products of a similar nature. It could change significantly as a resuft of
competitors’ actions in response {o severe industry cycles. The Group reviews its inventones in order
to identify slow-movng merchandise and uses markdowns to clear merchandise. Inventory value is
reduced when the decisson to markdown below cost is made.

(b) Impairment of receivables

The Group’s management reviews receivables on a regular basss to determine if any provision for
impainment is necessary. The policy for the impaiment of receivables of the Group 1s based on,
where appropriate, the evahmtion of collectahility and agemng analysis of the receivables and on
management's judgement. A considerable amount of judgement is required in assessing the ultmate
realisation of these outstandings, including the current creditworthiness and the past collection
hustory of each debtor If the fmancal conditions of debtors of the Group were to deteriorate, resuiting
tn an impairment of ther abifity to make payments, provision for mpamment may be required

{c) ncome Taxes

The Group s subject to income taxes n Hong Kong and Macau Significant judgement s required
m determining the provision for mcome taxes and the fiming of payment of the retated tax. There are
certam transachons and calculations for which the ulimate tax determmation ts uncertain dunng the
ordinary course of business. The Group recognses liabitittes for anticipated tax based on estmates
of whether additional taxes will be due. Where the fina! tax cutcome of these matters is different
from the amounts that were initmally recorded, such differences will impact the mcome tax provision
in the penod in which such determination s made.

{d) Depreciation and amortisation

The Group depreciates property, plant and equipment and amortises the leasehold land and kand
use rights on a straight-fine method over the estimated useful Iives. The estimated usefud lives reflect
the drectors’ eshmate of the pertods that the Group intends to denve future economuc benefits from
the use of the Group's property, pfant and equipment and the leasehotd tand and land use nghts
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4. Segmental reporting
In the opinon of the directors, the Group has one class of busmness, being the trading of scrap
materials The Group's pnmary reporting format s deterrmined by the geographical segment
according to the location of its establishments. There 1s currently only one geographic reporting
segment, which s China  All revenues and costs are derived from the single segment

The Group has five principal customers: one of which accounted for 20-30 per cent of tumover in
both 2014 and 2015 while the remaining four customers accounted for 10-20 per cent of tumover
in 2014 and 2015.

5 Otherrevenue

2015 2014

HKD’000 HXD'000

Sundry income 1 1
Exchange gain 1,030 659
Total other revenue 1,031 660

6. Personnel expenses and staff numbers (excluding directors)
Group Company

2015 2014 2015 2014

The average number of employees m

the year were
- Manzagement 3 3 - -
- Accounts and adminusiration 5 6 - -

persons were;
- Staff costs other tham 2,452 1,487 - -
mandatory provident fund
contributions
-  Mandatory provident fund 56 50 - -
contributions for employees

Total personnel expense 2,508 1,537 - -
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7. Directors’ remuneration

2015 2015 2015 2014
Safaries and Share based Safaries and
fees payment fees
Total
charge
HKD'000 HKD'000 HKD'000 HKD000
Wengjie Zhou 420 - 420 240
Jianfeng Li 180 - 180 -
Chor Wei Ong 163 7 170 -
Chin Phang Kwok 163 7 170 -
Peter George Greenthalgh 163 4 167 -
Ajay Kumar Rajpal 163 6 169 -
Total 1,252 24 1,276 240
8. Finance costs
2015 2014
HKD'000 HXD'000
Loan interest 250 225
The mnterest rate prevaiting for the loan mterest 15 2%
9. Expenses — analysis by nature
2015 2014
HKD’000 HKD'000
Auditors’ remuneratton for audit services 427 409
{company anly HKD 240,000 (2014. HKD 201,500))

-  Corporate finance - 646
Depreciaticn on property, ptant and equipment 297 7
Rentals of premises under operating leases 421 371
Employee benefits (Note 6) 2,508 1,637
Management fees 1,440 1,440
Other expenses 2,850 50
Other admirnstrative expenses 7,943 4,530
Admussion expenses 581 7,992
Total admustrative expenses 8,524 12,522

Admission costs relate to the admussion o Am i June

2014
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10. Taxation
The charge for the year can be reconciled to the profit before taxation per the consolidated
statement of comprehensive mcome as follows'

2015 2014

HKD000 HKD'000

Profit before taation 9,174 7,990
Current income tax expense- Macau 1,214 1,827
Current income tax expense- Hong Kong 217 352
Total mcome tax expense 1,431 2,179

The Company is mcorporated in the UK but is treated as a Hong Kong resident for tax purposes.

Macau and Hong Kong tax has been provided at a rate of 12% and 16.5% respectvely.
There was no unprovided deferred tpation in respect of the year (2014: HKD Nil).

The reconciliaton of the tax expense and the product of accounting profit multipfied by the
applicable tax rate s as follows:

2015 2014

HKD'000 HKD'000

Accounting profit/(loss) 9,174 7,990

Tax at the domestc tax rate of 16.5% 1,513 1,318
{2014 16 5%)

Tax effect of non-deductible expenses 51 13

Losses carried forward 2 1,322

Effect of lower tax rates tn Macau of 12% (2014 12%) (426) (537)

Other adjustments 291 63

{ncome tax expenses 1,431 2,179

The tax payable of HKD 9,354,000 (2014: 7,686,000} disclosed in the Consolidated Statement of
Fnancial Position inctudes a Bability for the current income tax expense and a provision that has
been brought forward as at 1 April 2012 for tax payable in Macau.
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1.

12.

Profit per share

Profit per share data s based on the Group profit for the year and the weighted average number of

shares in issue

Profit for the year from:

Continuing operations used in the calculation of basic and diluted
earnngs per share from continuing operations

Discontinued operations used in the calculation of basic and

diluted earnings per share from discontinued operations

Profit for the year attributable to owners of Company

Weighted average number of ordinary shares for the purposes of

basic earmings per share{ 000°s)

dihited earmngs per share{ 000's)

Basic eamings per share
From continumg operatons
From discontinued operations
Total basic earnings per share
Diluted earnings per share
F firui "

From discontinued operations

Total diksted eamings per share

Dividend

Dividends paid
intenm

2015 2014
HKD’000 HXD’000
7.743 5811

- 74

7.743 5,885
94,662 81,000
97,378 81,000
2015 2014
HKD HKD

0 082 0072

0 000 0 001
0082 0073
0080 0.072
0.000 0.001
0.080 0.073
2015 2014
HKD*000 HKD’000
2,329 10,000
2,329 10,000
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13. Company’s result for the year

The Company has elected to take the exemption under section 408 of the Companies Act 2006

not to present the parent Company mcome statement account

The profit for the parent Company for the year was HKD 9,072,000 (2014 Loss HKD 7,992,000).

14. Fixed asset investments and intangible assets

Company 2015 2014
HKD'000 HKD'000

Cost

At 1 Apri 30,046 -

Addition - 30,046

At 31 March 2014 & 2015 30,046 30,046

Carmrying amount

At 31 March 2014 & 2015 30,046 30,046 !

As at 31 March 2015, the company directly and indirectly held the following subsidianes

Name of entity Principal Country of Proportion
activities incorporation (%) of
and place of business equily interest
2015 and 2014
%
Masterpiece Enterprises Holding company British Virgin islands 100
Limited
Zibao Metals Company Trading of scrap Hong Kong 100
Limited* materials and
provision of
management related
services
Top Able Enterprises Limited Trading of scrap Bntsh Virgin Islands 100 ,
(Trading as Global Metats materals and ‘
Limted)* provision of
management related
services
Fine Luck Trading Limited™ Trading of scrap Hong Kong 100
materials
Zheng Bao* Non-ferrous metal PRC 100 {2014: Nil)
processing and
stockholding yard

Zibao Metals Company Limited, Top Able Enterprises Limited, Fine Luck Trading Limited and

Zheng Bao are wholly owned subsidiaries of Masterpiece Enterprises Limited

*Indirectly held
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14 Fixed asset investments and intangible assets (continued...)
On 16 February 2015, the Company acquired Zheng Bao whose principal activity 1s Non-ferrous
metal processing and stockholding yard The principal reason for this acquisthon was that Zheng
Bao had been assessed as having significant potential to increase shareholder vatue The
purchase agreement stated the Company will enjoy all profits and or losses as of 1 January 2015
and as such the results have been consolidated as of this date

Zheng Bao has generated HKD 67,929,000 of revenue for the Group since the acquisition date
Its profit of HKD 1,659,000 since rts acquisthon has been included in the consolidated profit for the
year If Zheng Bao had been acquired as at the start of the current year the profit for the Group
would have been HKD 1,897,000

Details of the price and consideration are as set out below:
HKD'000

24,760,000 ordinary shares in the Company of 1p issued at 8p per share 31,250

Details of the fair value of identifiable assets and Babifites acquired and goodwill are as
follows:

Book Vatue Adjustment Fair vatlue
HKD’000 HKD'000 HKD 000
Property, ptant and equipment 45,801 - 45,801
Intangible assets - 1,008 1,008
Inventones 3,172 - 3,172
Trade and other receivables 15,848 - 15,848
Cash 304 304
Trade and other payables (35,447) - {35,447)
Deferred tax - (200) {200)
Totd net assets 29,678 808 30,486
Goodwill 764
Intangible assets
Group Goodwill Customeyr
Refationships
0 HKD’000
Cost
At 1 April 2014 - -
Additons 764 1,008
At 31 March 2015 764 1,008
Carmrying amount
At 31 March 2015 764 1,008

At 31 March 2014 -

There are no accumulated impairment losses

42




Zibao Metals Recycling Holdings Pic
Year ended 31 March 2015

Notes to the Consolidated Financial Statements (continued)

15. Property, plant and equipment

Group

Land and Leasehoid Fumiture Compurter Plant and

Buildings improve- andfixtures equipment machinery Total

ment
HKD’000 HKXD000 HKD000 HKD'000 HKD000 HKD'000

Cost
As at 31 March 2013 - 141 267 560 - 968
Additions - - - 4 - 4
Disposals/ written off - - 3) ®) - )
As at 31 March 2014 - 141 264 558 - 963
Acquisition of subsidiary 46,605 9,762 258 - 1,808 58,433
Additions - - - - - -
Disposals/ written off - an ®) 4)) - (25)
As at 31 March 2015 46,605 9,886 514 557 1,808 59,370
Accumulated deprecation
As at 31 March 2013 - 52 141 549 - 742
Charge for the year - 28 44 6 - 78
Whitten back - - &) ® - 9
As at 31 March 2014 - 80 182 549 - 811
Acquisition of subsudiary 5,192 5,551 227 - 1,660 12,630
Charge for the year 274 146 50 4 24 488
Whitten back - @) (1] (1) - (17)
As at 31 March 2015 5,466 5,768 452 552 1,684 13,922
Canying amount
As at 31 March 2015 41,139 4,118 62 5 124 45,448
As at 31 March 2014 - 61 a2 9 - 152

Group 2015 2014
HKD’000 HKD000

Stock in Trade 17,233 16,191

17,233 16,191

The amount of Inventonies recognised as an expense durnng the year s HKD 387,140,000 (2014
HKD 416,593,000)
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17. Trade and other receivables

Group Company

2015 2014 2015 2014

HKD'000 HKD000 HKD’000 HKD000

Trade receivables 14,774 25,360 - -
Other receivables:

Deposits 2917 6,571 - -

Prepayments 19,961 49 209 -

Other recevabtes (non-trade) 27 - - -

Amounts due from subsidianes - - 54,000 -

22,905 6,620 54,209 -

Trade receivables represent amounts receivable on the sale of scrap materials and are included
at amorhised cost. The average credit penod taken s 30 days, there are no provisions for doubtful
debts and five customers account for more than 5% of the total trade receivables. There are no
debis past due at the year end based on credit term of 30 days.

18. Cash and cash equivalents
Group 2015 2014

Cash and bank batances 1,104 6,030
Cash and bank batances as presented in 1,104 6,030
balance sheets

Add" Pledged fixed deposiis - -
Cash and cash equivatents as presented 1,104 6,030

in consolidated statement of cash flows

19. Trade and other payabtes

Group Company
2015 2014 2015 2014
HKD’000 HKD’000 HKD'000 HKD*000

Trade payabtes 22,792 6,098 - -
Other payahles.
Accrued expenses 2,220 4,363 855 2,879
Other payables 1 15,027 - -
Amount due to - 10,000 - -
shareholders
Amounts due to - - 4,499 5,113
subsiiaries
Trade deposit receved 1,297 - - -

3,518 29,390 5,354 7,992

Trade payables represent amounts due for the purchase of scrap matenals and administrative
expenses and are included at amortised cost. The average credit penod taken 5 10 days The
directors consider that the camying amount of trade payables approximates to their fair value
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20. Deferred tax liability

At 1 April
Ansmg on acquisition of Zheng Bao

At 31 March

2015 2014
HKD HKD
200 -
200 -

The deferred tax kability has arisen in respect of taxabte tming differences m refation to the

customer relationships mtangible asset as mentioned in note 14.

21. Share capital
Group
Class Nominal
Value

Allotted, issued and fully paid
Pre group reomanisation:

1 Ordmary  US$1
Post group recrgamsation
81,000,000 Ordinary €001
Shares ssued durmg the year
41,010,600 Ordmary £0 01

2015 2014

HKD HKD
10,530,000 10,530,000
5,019,000 -
15,549,000 10,530,000

On 20 June 2014 the Company issued 16,250,000 ordinary shares of £0.01 each for £0 08 per

share

On 16 March 2015 the Company issued 24,760,000 ordinary shares of £0.01each for £0 11 per

share

22. Other reserves

Group

Group reorganisation reserve

2015
HKD000

527

2014
HKD’000

527

The Group reorganssation reserve was a result of the group reorganisation of the otd Masterpiece
Enterpnses Group. Masterpiece Enterprises Limited was formed before the acgusibon by Zibao
Metals Recycling Holdmgs Pic to hold the trading subsidianes The difference between the
nommal value of the shares acquired of the trading subsiiianes and the value of the shares

t1ssued by Masterpiece Enterpnses in exchange s taken as a reserve movement.

Notes to the Consolidated Financial Statements (continued)
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22.

Other reserves (continued)

Company
2015 2014
HKD'000 HKD'000
Merger refief reserve 19,516 19,516

The merger relief reserve anses from the 100% acquisiton of the Masterpiece Group on 10
March 2014 whereby the excess of the fair vatue of the iIssued ordinary share capital issued over
the nominal value of these shares s transfemed to this reserve in accordance with section 612

of the Companies Act 2006.

Related-party transactions
During the year, the Group entered into the following trading transactions with related parttes that
are not members of the Group-
Sates of goods Purchase of goods
2015 2014 2015 2014
HKD'000 HKD'000 HKD000 HKD’000
Trading Metats Pty Limited - - 15,161 32,260
Nanhai Tai Ping Metal 29 412 38,851 - -
Products Lmited

The followmng batances were outstanding at the end of the year
Amounts owed by related Amounts owed to related

parties parties

2015 2014 2015 2014

HKD000 HKD000 HKD'000 HKD'000

Trading Metals Pty Limited - - - -

Nanha: Tai Ping Metal - 633 - -
Products Lmmited

Wenijie Zhou - - 3.004 -

Zhou Yi s the director’s father and owns 50% of the share capital of Trading Metals Pty Lmited
and s therefore a related party.

Ben Lee s the brother m law of the director, and s a director of Nanha Tai Pmg Metat Products
Lmited. Nanhai Tai Ping Metal Products Limited s therefore a related party.

The amount due to Wenjie Zhou is unsecured, mterest-free and has no fixed term of repayment.
Al! the above transactions were done at arm's iength.

Notes to the Consolidated Financial Statements {continued)
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24. Operating lease commitments

The Group has commitments for leases with ndependent third partes m respect of rented
premeses and staff quarters The leases have varying terms and renewal rights

The future aggregate mmumum lease payments under non-canceBable operating leases
contracted for at the balance sheet date but not recogmsed as abifihes are as follows:

2015 2014

HKD’000 HKD000

Within one year 287 294
Between two to five years 180 g5
487 39

The lease on the rented premises will expire on 31 August 2015 and the staff quarters on 20
August 2014. The current rent payable on the leases ranges from HKD 14,000 to HKD 19,000
(2014: HKD 14,000 to HXD 19,000) per month

25. Financial instruments
Fmancial risk management objectives and policies

The Group’s major financial instruments nclude trade and other receivables, amounts due toffram
related companies, bank balances and cash, trade and other payables, and amounts due to a
director. Details of these financial mstruments are disclosed m respectve notes The risks
associated with these financial instruments include market risk (foreign exchange nsk), credit nsk,
interest rate nsk, bquidity risk and capital management nsk. The Group's overall risk management
programme focuses on the unpredictabiiity of financial markets and seeks to minmise potential
adverse effects on the Group’'s financal perfformance The policies for managing these rsks are
surmmarised below

it rs the Group's policy not to trade m derivative contracts

{a) Market risk

Foreign curmency nsk

Currency risk is the risk that the holding of foresgn currencies will affect the Group’s position as a
resuft of a change in foreign cumency exchange rates. The Group has no significant foreign

mmammmmswmmmmmmm
currencies of relevant group entihes. Accordingly, no quanbtative market nsk disclosures or

sensitivity analysrs for currency risk have been prepared.

{b) Cash flow and fair value interest rate risk

The Group currently does not have any interest bearing borrowings or financial instruments or
any mierest rate hedging poficy The director momtors the Group’s exposure on an ongomg basis
and will consider hedging interest rate nsk should the need arise. Accordingly, no quantitatve
market risk disclosures or sensitivity analysis for interest rate nsk have been prepared
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25. Financial instruments (continued)

(c) Liquidity risk ]
The Group manages its iquidity sk by mamtainng sufficient cash, by monitonng the fiquidity
requirements m the short and longer term

The Group monitors its liquidity nsk and mamntains a tevel of cash and cash equivatents deemed
adequate by management to finance the Group's operatons and to mitigate the effects of
fhctuations i cash flows. Typicaily, the Group ensures that it has sufficient cash on demand to
meet expected operational expenses including the servicing of fmancial obligations.

monitors the Group's fiquidity reserve, comprising cash and cash equivalents (Note
18) on the bas:s of expected cash flows.

The tahles have been drawn up based on the undiscounted cash flows of finamcial Babifities
based on the earfiest date on which the Group can be required to pay.

2015 On demand or Later than 1
not later than 1 year and not
year tater than 5

yoars

HKD'000 HKXD'000

Trade and other payables 29,314 -
Borrowings - -
29,314 -

2014 On demand or Later than 1

not later than 1 year and not

Trade and other payables 35,488 -

35,488 -
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25.

Financial instruments (continued)

{d) Credit risk

Credit nsk refers to the nsk that counterparty will default on its contractual obhigations resutting
mn financial loss to the Group. The carrying amount of financtal assets recorded m the
consofidated financial statements, which is net of imparment losses, represents the Group's
mepamum exposure to gedit nsk. The Group has adopted a policy of only dealing with
creditworthy counterparties as a means of mitigating the risk of financal loss from defandts. The
Group's exposure and the credit ratings of its counterparties are continuously monitored. Credit
exposure is controlled by counterparty fimits that are reviewed and approved by the management
regutarty.

The Group has put in place poficies to ensure that sales of products are made to customers with
an appropriate credit histary and the Group performs perodic credit evaluations of its customers.
tn this regard, the director of the Group considers that the Company's credit nsk is significantly
reduced.

The Group's bank balamees and cash are deposited with banks in Hong Kong. The credit risk on
tigriid funds is imited because the counterparties are banks with good credit-rating.

(e) Financial instruments by category
The foflowing table sets out the financial instruments as at the statement of batance sheet date:

2015 2014
HKD'000 HKD'G00
Financial assets:
Loans and recervables:
Trade receivables 14,774 25,360
Deposits and cther recervables 2,944 6,571
Bank batances and cash
- denommated n HKD 213 795
- denominated m USD 751 5234
- denommated in CNY 140 1
18,822 37,961
Financia) liabilities:
Financial iabitities measured at amortised cost:
Trade payables 22,792 6,098
Accrued kabifihes and other payables 3,518 29,390
Amounts due to a director 3,004 -
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25,

)

Financial instruments (continued)

Capital management risk

The Group’s objectives when managing caprtal are to safeguard the Group's ability to continue
as a gomng concern, so that it can continue to provide retums for shareholders and benefits for
other stakehoiders, and to provide an adequate retumn to shareholders

The Group manages its capital structure and makes adjustments to it in the Gght of changes in
economc conditions and the risk characteristics of the underlying assets. In order to maintam or
adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders,
return capital to shareholders, issue new shares, or seil assets to reduce debt.

No changes were made in the objectives, policies and processes diring the years of 2014 and
2015.

The Group monitors capital using a gearing ratio, which is the Group’s net debts divided by its
totat capital Net debt s calculated as total fiabilitres as shown in the statement of financal position
less cash and bank balances. Tolal capital is calculated as equity, as shown m the statement of
financeal position, plus net debt. The Group's geanng ratios are as follows.

2015 2014

HKD"000 HKD000

Total habilites 38,668 43,174

Less Cash and bank balances (1,104) (6,030)

Net debt 37,564 37,144

Total equity 64 368 11,179

Total capital 101,932 48,323
Geanng ratio

”
§
§

Fair value of financial instruments

Fair value estimates are made at a specific point in time and based on relevant market information
and information about the financial instruments. These estmates are subjective in nature and
mvolve uncertamties and matters of signeficant judgment and therefore cannot be determined with
precision. Changes in assumptions coutd significantly affect these estmates. The Group does
not currently have any derivative or other financeal instruments measured at fair vatue through
proft and loss and the canying amounts of financial mstruments m the balance sheet
approxamated their farr values.

Controlling Party Note
The uftimate controiling party ts Wenjie Zhou.
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28,

Discontinued operations

During the previous year, the Group closed down some of its business operatons as it

discontinued a stock yard m Hong Kong

The results of the discontnued operations, which have been included n the consofidated

statement of income, were as follows:

Profit for the year from discontmued operations

Revenue
Cost of sales

Gross profit

Selling and distribution expenses
Adriristrati

Other operating mcome

Profit/ (toss) before tax
Aftributable income tax expense

Profit/ (loss) for the year from discontmued operations
(attributable to owners of Masterpiece)

Cash flows from discontmued operations

Cash flows from operating activities
Cash flows from mvesting activites

2015
HKD'000

74
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29. Cash generated from operations

Cash flows from operating activities before changes in

Continui fiviti
D " ! activit

Profit before income tax
Adjustments for;
Dequ:iaﬁmonpmpeﬂy,plmﬂand
equipment

Increase mn accrued kabifities and other

payables
{Decrease) / increase in amounts due
to a director

Cash used in operations

2015 2014
HKD"000 HKD000
9,174 7,990

- 89

9,174 8,079
498 7

(1) -

g -

28 -

561 -
3,379 5,640
19,539 (19.,475)
29,763 630
(26,791) (8,635)
(58,000) 25,071
3,004 (603)
(18,837) 10,784
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30. Share options
On 16 June 2014 the Company granted options on 525,000 ordinary shares to certain directors.

The optons are exercisable at £0.08 per share after the first anniversary of Admission, provided
that the director remams in office until then.

Wesghted

average

remaining

Number Exercise contractual

of optons price fife

At 31 March 2014 - - -
Options issued in the period 525,000 £0 08 5 years
At 31 March 2015 525,000 £0.08 5 years

The fag value of the share options ssued m the cumrent period 15 HKD 0.19 and was derived
using the Black Scholes model. The followng assumptions were used in the calculation:

Risk-free rate 15%
Volatifity 60%
Expected fife 3 years

Expected volatifity s based on a conservative estimate for a newly listed entity The expected
life used in the model has been adjusted, based on management's best estimate, for the effects
of non-transferability, exercese restrichons and behavioural considerations.

A charge of HKD 27,756 (2014: HKD nil) has been recognised for the share based payments
over the vesting period
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3t

Wamants

On 16 June 2014, the Company granted to ZAl wamants to subscribe for 2,917,500 Ordinary

shares at an issue pnce of £0.08 at any time m the penod to 16 June 2019.

Weighted

average

remairing

Number Exercise contrachsal

of warrants price iife

At 31 March 2014 - - -
Warrants issued in the penod 2,917,500 £0.08 5 years
At 31 March 2015 2,917,500 £0.08 5 years

The fair vatue of the warrants issued i the current penod s HKD 0.19 and was denved usmng
the Black Scholes model. The following assumptions were used in the calculatons:

Bud price discount 25%
Resk-free rate 15%
Volatifity 60%
Expected life 3 years

Expected volatifity is based cn a conservative estimate for a newly iisted entity The expected
life used m the moded has been adjusted, based on management's best eshmate, for the effects

of non-ramsferahifity, exercise restrictions and behawvioural considerations.

A charge of HKD 560,885 (March 2014 HKD nil) has been recognised for the share based

payments in the penod as the wamants vested mmediately upon listing.

Events subsequent to 31 March 2015
There were no subsequent events
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