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FMG CHINA FUND LTD.

Comparative table

As at March 31, 2014 As at March 31, 2013
NAY
per Units in Total NAV Units in Total
unit® circulation NAY per unit* | circulation NAV
MG China Fund Class A (USD) 92.94 6,967 647,529 102.71 8,674 890,903
FMG China Fund Class A§9 (USD) 103.30 5,884 607,800 114.16 7,035 803,164
FMG China Fund Class B (USD) 16.75 76,938 827,144 11.82 78,194 924,337
FMG China Fund Class B09 (USD) 8.96 39,607 354,723 9.85 48,804 480,587
FMG China Fund Class A09 (EUR) 79.46 2,331 185,226 88.59 2,331 206,536
FMG China Fund Class B0% (EUR) 7.55 640 4,828 8.37 640 5,356

*The NAV per unit is presented to the nearest two decimal places.



FMG CHINA FUND LTD.
Directors’ report

For the year ended March 31, 2014

The directors present the annual report and the audited non-statutory financial statements of FMG China Fund Ltd. (‘the
Company”’ or ‘the Fund’) for the year ended March 31, 2014.

Principal activities

The Company is an open-ended investment Fund, incorporated in Bermuda empowered by its bye-laws to issue, redeem
and reissue its own shares at prices based on their net asset value.

The principle strategy of the Fund is to invest the Fund’s assets primarily in FMG (EU) China Fund, a sub-fund of FMG
Funds SICAV ple, a company registered in Malta, which will give investors access to a portfolio of managed accounts
and other funds that have a good performance record.

Performance review and financial position

The Fund generated a loss amounting to $259,336 (2013 - $89,726). During the year under review, $441,445 (2013 -
$650,028) were redeemed whilst $29,103 (2013 - $280,595) were attracted to the Fund. Sharcholders’ funds as at
March 31, 2014 amounted to $2,698,901 (2013 - $3,370,579).

Events after the reporting peried

After the reporting date, the Fund attracted subscriptions amounting to $8,368 in the class A09 USD shares and $78,059
in the class B09 USD shares. Furthermore, the Fund experienced redemptions amounting to EUR 78 457 from the class
AQ9 EUR shares, $196,188 from the class A USD shares, $349,770 from the class A09 USD shares, $251,151 from the
class B USD shares and $251,376 from the class B09 USD shares.

Directors

The directors who served during the period were:
Peter Hughes (resigned on 30 November 2013)
Anthony O’ Driscoll {appointed on 1 December 2013)
William Woods

James Keyes

In accordance with the Fund’s articles of association the directors are to remain in office.
Auditors
A resolution to reappoint Deloitte Audit Limited as auditor of the Fund will be proposed at the forthcoming annual

general meeting.

Approved by the board of directors and signed on its behalf on 3 September 2015.

\{E }

) ’ h
,}7*{., b j {o ‘j /
Anthony O Driscoll
Director



FMG CHINA FUND LTD.
Directors’ responsibility for the financial statements

For the year ended March 31, 2014

The directors acknowledge their responsibility to prepare financial statements in accordance with Internationa
Financial Reporting Standards which give a true and fair view of the state of affairs of the Company at the end of eact
financial year and of the profit or loss of the Company for the year then ended. In preparing the financial statements
the directors should:

e select suitable accounting policies and apply them consistently;
e make judgments and estimates that are reasonable; and

e prepare the financial statements on a going concern basis, unless it is inappropriate to presume that the
Company will continue in business as a going concern.

The directors are responsible for ensuring that proper accounting records are kept which disclose with reasonable
accuracy at any time the financial position of the Company and which enable the directors to ensure that the financia
statements comply with International Financial Reporting Standards. This responsibility includes designing
implementing and maintaining such internal control as the directors determine is necessary to enable the preparation o
financial statements that are free from material misstatement, whether due to fraud or error. The directors are alsc
responsible for safeguarding the assets of the Company, and hence for taking reasonable steps for the prevention anc
detection of fraud and other irregularities.



FMG CHINA FUND LTD.
Statement of financial position

March 31, 2014
(Expressed in United States Dollars)

Assets

Financial assets at fair value through profit or loss
Receivables

Prepayments

Cash and cash equivalents

Total assets

Liabilities

Financial Habilities at fair value through profit or loss
Accounts payable and accrued expenses

Total liabilities (excluding net assets attributable to holder of
redeemable preference shares)

Net assets attributable to holders of redeemable
preference shares

Notes 014 2013
4 2,656,116 3,135,024

5 10,760 24,068
4,489 4 475

59,580 248 270

2,730,885 3,411,837

4 - 5,062

6 31,984 36,196
31,984 41,258

$ 2,698,901 3,370,579

These financial statements were approved by the board of directors, authorised for issue on 3 September 2015 and

signed on its behalf by:

-~

z‘*SWz” %j? (o 2 ;

Anthony O Driscoll
Director




FMG CHINA FUND LTD.

Statement of comprehensive income

Year ended March 31, 2014

(Expressed in United States Dollars)

Investment (loss)/gain
Net loss on investments
Rebate income

Other income

Total investment (loss)/gain

Operating expenses
Management fees
Administration fees

Audit fees

Directors’ and secretarial fees
Custodian fees

Other operating fees

Fotal operating expenses

Finance cost
Interest expense

Net investment loss

Decrease in net assets attributable to holders of redeemable

preference shares

Notes

12
12

$

2014 2013
(184,686) (37,547
45,994 49,614

- 23,993
(138,692) 36,061
55,813 61,113
34,089 34,683
2,378 1,935
13,500 13,500
2,635 2,302
12,229 12,243
120,644 125,77¢
- 1¢
(259,336) (89,72¢
(259,336) $ (89,72¢




FMG CHINA FUND LTD.

Statement of changes in net assets attributable to holders of redeemable preference shares

Year ended March 31, 2014
{Expressed in United States Dollars)

Decrease in net assets attributable to holders of redeemable
preference shares

From capital share transactions
Proceeds from the subscription of redeemable preference shares
Payments on redemption of redeemable preference shares

MNet decrease in net assets attributable to redeemable
preference shares

Net assets attributable to redeemable preference shares at
the beginning of the year

Net assets attributable to redeemable preference shares at
the end of the year

$

2014 2013
(259,336) (89,72¢
29,103 280,595
(441,445) (650,028
(671,678) (459,15¢
3,370,579 3,829,738
2,698,901 $ 3,370,57¢




FMG CHINA FUND LTD.
Statement of cash flows

Year ended March 31, 2014
(FExpressed in United States Dollars)

Cash flows from operating activities
Decrease in net assets attributable to holders of redeemable preference shares

Adjustments to reconcile net decrease in net assets resulting from
operations to net cash provided by operating activities:

Change in assets and liabilities:
Net change in investments and derivative financial instruments
Receivables and prepayments
Accounts payable and accrued expenses
Net cash provided by operating activities
Cash flows used in financing activities
Proceeds from issue of redeemable preference shares
Payments on redemptions of redeemable preference shares
Net cash used in financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Supplementary cash flow information
Interest paid

2014 2013
(259,336) (89,726
473,846 472,887
13,354 (6,604
(4,212) (29,74(
223,652 346,817
29,103 280,59¢
(441,445) (650,02¢
(412,342) (369,43;
(188,690) (22,61
248,276 270,88t
59,586 $ 248,271

- 8 1




FMG CHINA FUND LTD.
Notes to the financial statements

March 31, 2014

1. Reporting entity

FMG China Fund Ltd. (the ‘Company’ or the ‘Fund’) was incorporated in Bermuda on February 17, 2004 as
an open-ended investment fund, empowered by its bye-laws to issue, redeem and reissue its own shares at
prices based on their net asset value.

The Fund invests in other funds to provide investors access to a wide variety of underlying fund managers with
good performance records. Effective April 1 2010, the Fund achieves this investment strategy by investing in
FMG (EU) China Fund, a sub-fund of FMG Funds SICAV plc which is a regulated Malta entity managed by
FMG (Malta) Ltd and related to the FMG Group.

2. Basis of preparation

2.1 Statement of compliance

These non-statutory financial statements represent the annual financial statements of the Company prepared in
accordance with International Financial Reporting Standards ("IFRS") and issued by the International
Accounting Standards Board ("TASB").

2.2 Basis of measurement

The financial statements have been prepared using the historical cost convention except that the following are
measured at fair value:

o derivative financial instruments; and
» financial instruments designated at fair value through profit or loss.

2.3 Functional and presentation currency

The financial statements are presented in the United States Dollars (USD), which is also the functiona
currency of the Company, rounded to the nearest unit.

2.4 Use of estimates and judgements

The preparation of financial statements in conformity with IFRSs requires the use of certain accounting
estimates. It also requires directors to exercise judgements in the process of applying accounting estimates
Estimates and judgements are continually evaluated and are based on experience and other factors including
expectations of future events that are believed to be reasonable under the circumstances.

The key judgments relates to the valuation of the underlying investment held by the company. All investment:
have been classified at fair value through profit or loss, in line with note 3.2 (ii) and are measured at fair value
Further information on the risk related to the investment is included in note 14.

As discussed in note 4 to the financial statements, at the end of the financial year the Company held as
investment in FMG (EU) China Fund which in turn held 77% of its net asset value in APS China A Shan
Fund (“the underlying asset”). The latest available audited financial statements for this underlying asse
included a provision for capital gain tax equivalent to 10% of all capital gains accruing to Qualified Foreigs
Institutional Investor (“QFII”). It is uncertain whether the local tax authorities in China will seek payment o
this capital gains tax in the future or retrospectively. As of the date of approval of these financial statements
the ultimate outcome of this uncertainty on the carrying value of the net asset value for the FMG (EU) Chin
Fund could pot be reliably determined, nor could the indirect effect of this uncertainty on the net asset value o
the Company as at the reporting date.



FMG CHINA FUND LTD.
Notes to the financial statements

March 31, 2014

3. Summary of significant accounting policies
3.1 Foreign currency

Transactions denominated in currencies other than the functional currency are translated at the exchange rates
ruling on the date of transaction. Monetary assets and liabilities denominated in currencies other than the
functional currency are re-translated to the functional currency at the exchange rate ruling at year-end.

Exchange differences arising on the settlement and on the re-translation of monetary items are dealt within the
statement of comprehensive income.

3.2 Financial assets and liabilities

Financial instruments

Financial assets and financial liabilities are recognised when the Company becomes a party to the contractual
provisions of the instrument. Financial assets and financial liabilities are initially recognised at their fair value
plus directly attributable transaction costs for all financial assets or financial liabilities not classified at fair
value through profit or loss.

Financial assets and financial Jiabilities are offset and the net amount presented in the statement of financial
position when the Company has a legally enforceable right to set off the recognised amounts and intends either
to settle on a net basis or to realise the asset and settle the liability simultaneously.

Financial assets are derecognised when the contractual rights to the cash flows from the financial assets expire
or when the entity transfers the financial asset and the transfer qualifies for derecognition.

Financial liabilities are derecognised when they are extinguished. This occurs when the obligation specified in
the contract is discharged, cancelled or expires.

(i) Trade and other receivables

Trade and other receivables are classified with assets and are stated at their nominal value unless the effect of
discounting is material. Appropriate allowances for estimated irrecoverable amounts are recognised in the
statement of comprehensive income when there is objective evidence that the asset is impaired.

(11) Financial assets and liabilities at fair value through profit or loss

Financial assets and liabilities as at fair value through profit or loss are those that are held for trading purposes
or those that are so designated by the Company upon initial recognition. The Company uses this designation
when doing so results in more relevant information because a group of financial assets, liabilities or both are
managed and their performance is evaluated on a fair value basis, in accordance with a documented risk
management or investment strategy and information about the group is provided internally on that basis to the
entity’s key management personnel or when a contract contains one or more embedded derivatives and the
entity elects to designate the entire hybrid contract as a financial asset or liability as at fair value through profit
or loss. After initial recognition, financial assets at fair value through profit or loss are measured at their fair
value from those quoted market prices.

For all financial instruments which are quoted or otherwise traded in an active market, for exchange traded
derivatives, exchange traded funds and for other financial instruments for which quoted prices in an active

market are available, fair value is determined directly from those quoted market prices.

Financial instruments which are unquoted or otherwise not traded in an active market are valued using a



FMG CHINA FUND LTD.
Notes to the financial statements

March 31, 2014

3. Summary of significant accounting policies (continued)
3.2 Financial assets and Habilities (continued)
Financial instruments (continued)
(ii) Financial assets and liabilities at fair value through profit or loss (continued)

Gains and losses arising from a change in fair value are recognised in profit or loss in the period in which the
arise. Where applicable, dividend income and interest income on financial assets at fair value through profit o
loss is disclosed separately in profit or loss. Fair value gains and losses are recognised within net gain o
financial instruments at fair value through profit or loss.

The Fund may allocate its assets to an advisor by retaining the advisor to manage a managed account for th
Fund rather than investing in the advisor's investment vehicle. Unlike an investment in a fund, the Fund wil
not receive shares or any other form of title, but will simply rank as a creditor of the advisor. There will be ni
investment capable of being held by the Fund's custodian on behalf of the Fund and the Fund's custodian wil
not be involved in providing custody for the assets held in the managed account. The advisor for the manage
account will make separate custody arrangements for the investments held therein. Any loss arising as a resul
of an investment in a managed account will be borne by the shareholders.

The investment in the equity securities within the managed accounts are accounted for on a trade date basis
The securities within the managed accounts that are traded on a national securities exchange are valued at th
last reported bid price if held long and last reported ask price if held short. The interest income, dividen
income and realized gains and losses arising from the managed account are included in the relevant line item
in the statement of operations. Cash attributable to the managed accounts is included within cash and cas
equivalents in the statement of assets and liabilities.

e  Valuation of investments in collective investment schemes

Investments in collective investment schemes {private investment funds) are designated at fair value throug
profit or loss, in accordance with IAS 39 Financial Instruments: Recognition and Measurement and are value
at fair value as determined by the administrator of the private investment fund. In determining fair value th
administrator utilizes the valuations of the underlying private investment funds to determine the fair value ¢
its interest. The underlying private investment funds value securities and other financial instruments on
mark-to-market fair value basis of accounting. Investments in private investment funds are valued based o
the independently audited net asset values of the private investments funds. For those private investment func
for which independently audited financial statements are not available, the board of directors bases i
valuation on the private investment funds’ net asset values as calculated by the administrator of such priva
investment funds. It is possible that the underlying private investment funds’ results may subsequently t
adjusted when such results are subjected to an audit, and the adjustments may be material.

e  Derivative financial instruments
Derivative financial assets and derivative financial liabilities are classified as held for trading unless they a
designated as effective hedging instruments. During the year under review, the Company did not designa

any of its derivative financial instruments in a hedging relationship for accounting purposes.

A forward currency contract involves an obligation to purchase or sell a specific currency at a future date, at

el ke okl £lemnm A mmmbment ta wanda  Bamuard farsion avehanoa cantracte are valued hy reference tn 11



FMG CHINA FUND LTD.
Notes to the financial statements

March 31, 2014

3. Summary of significant accounting policies (continued)
Financial instruments (continued)
(iil) Trade and other payables

Trade and other payables are stated at their nominal value unless the effect of discounting is material.

(iv) Realised and unrealised gains and losses

Investment transactions are recorded on a trade date basis. Realised gains or losses on investments are

calculated on a weighted average cost and are disclosed within net gain on financial assets at fair value througt
profit or loss in the statement of comprehensive income.

3.3 Cash and cash equivalents

Cash and cash equivalents comprise current deposits held with banks. Cash and cash equivalents are short:
term highly liquid investments that are readily convertible to known amounts of cash and are subject to ar
insignificant risk of changes in value, and are held for the purpose of meeting short-term cash commitment:
rather than for investment or other purposes.

3.4 Revenue recognition

Revenue is recognised to the extent that it is probable that future economic benefits will flow to the Compan)
and these can be measured reliably. The following specific recognition criteria must also be met befors
revenue is recognised:

(i} Rebate income

Rebate income represents reimbursements receivable from the Company’s investment manager in accordance
with the terms set out in the Fund’s supplement.

(ii) Interest income and expense

Interest income and expense, including interest from non-derivative financial assets at fair value through profi
or loss, are recognised as they accrue in profit or loss, where applicable, gross of withholding tax. Fo
financial assets and liabilities not classified at fair value through profit or loss, such interest income anc
expense is recognized using the effective interest method.

3.5 Expenses

All expenses, including management, administrator and custodian fees, are recognised in profit or loss on a
accruals basis.

3.6 Units redeemed

All units issued by the Company provide the right to require redemption for cash on each dealing date I
accordance with the terms set out in the Company’s prospectus. Such instruments give rise to a financia
liability for the present value of the redemption amount and are presented in the statement of financial positio
as ‘Net Assets attributable to redeemable preference shares’.



FMG CHINA FUND LTD.

Notes to the financial statements

March 31, 2014

3.

Summary of significant accounting policies (continued)

3.7 Impairment

All assets are tested for impairment except for financial assets measured at fair value through profit or loss.

At the end of each reporting period, the carrying amount of assets, is reviewed to determine whether there i
any indication or objective evidence of impairment, as appropriate, and if any such indication or objectivi
evidence exists, the recoverable amount of the asset is estimated.

in the case of financial assets that are either carried at amortised cost, objective evidence of impairmen
includes observable data about the following loss events - significant financial difficulty of the issuer, a breacl
of contract, it becoming probable that the borrower will enter bankruptcy or other financial reorganisation, th
disappearance of an active market for that financial asset because of financial difficuities and observable dat
indicating that there is a measurable decrease in the estimated future cash flows since the initial recognition o
those assets.

An impairment loss is the amount by which the carrying amount of an asset exceeds its recoverable amount.

For loans and receivables, if there is objective evidence that an impairment loss has been incurred, the loss i
measured as the difference between the asset's carrying amount and the present value of estimated future cas
flows discounted at the original effective interest rate. The carrying amount of the asset is reduced directly.

Impairment losses are recognised immediately in profit or loss.

For loans and receivables, if in a subsequent period, the amount of the impairment loss decreases and th
decrease can be related objectively to an event occurring after the impairment was recognised, the previous!
recognised impairment loss is reversed directly.

Impairment reversals are recognized immediately in profit or loss.

3.8 Adoption of revised International Financial Reporting Standards

The following amendment to the existing standards issued by the International Accounting Standards Board
effective for the current year:

s  The December 2011 Amendments to IFRS 7, Disclosures — Offsetting Financial Assets and Financic
Liabilities applicable for annual periods beginning on or after 1 January 2013 (with earlier applicatio
being permitted). The amendments include additional disclosures for (i) all recognised financi
instruments that are set off in accordance with IAS 32 and for (ii) recognised financial instruments that ar
subject to an enforceable master netting arrangement or similar agreement, irrespective of whether thes
are set off in accordance with IAS 32. These amendments are applied retrospectively.

3.9 Standards, amendments and interpretations in issue but not yet effective

The directors are currently evaluating the impact on the financial statements of the Company in the period
initial application of the following International Financial Reporting Standards that were in issue at the date
authorisation of these financial statements, but not yet effective.

e The final version of IFRS 9 Financial Instruments issued on 24 July 2014 brings together th
classification and measurement, impairment and hedge accounting phases of the 1ASB's project to replac
IAS 39 Financial Instruments: Recognition and Measurement. The Standard supersedes all previot
versions of IFRS 9.

IFRS 9 introduces a logical approach for the classification of financial assets, which is driven by cash flo



FMG CHINA FUND LTD.
Notes to the financial statements

March 31, 2014

3. Summary of significant accounting policies (continued)
3.9 Standards, amendments and interpretations in issue but not yet effective (continued)

The new model also results in a single, forward-looking ‘expected loss’ impairment model that wil
require more timely recognition of expected credit losses.

IFRS 9 also removes the volatility in profit or loss that was caused by changes in the credit risk o
liabilities elected to be measured at fair value. This change in accounting means that gains caused by the
deterioration of an entity’s own credit risk on such liabilities are no longer recognised in profit or loss
IFRS 9 is effective for annual periods commencing on or after 1 January 2018.

o  An amendment to IAS 24 deals with Related Party Disclosures. This amendment is part of the ‘Annua
Improvements to IFRSs 2010-2012 cycle’. It clarifies that an entity providing key management personne
services to the reporting entity or to the parent of the reporting entity is a related party of the reportin;
entity. This amendment is effective for periods beginning on or after 1 July 2014.

e An amendment to International Accounting Standards “IAS” 32, Offsetting Financial Assets am
Financial Liabifities (“1AS 327) clarify existing application issues relating to the offset of financial asset
and financial liabilities requirements. The amendments further clarify the meaning of the legall
enforceable right of set-off and simultaneous realisation and settlement. The amendment is effective fo
periods beginning on or after 1 January 2014 and applies retrospectively for all comparative periods.

4, Classification and fair values of financial assets and liabilities

The table below provides a reconciliation of the Company’s financial assets and liabilities at fair value throug
profit or loss.

2014 201
Assets 8
Designated as at fair value
through profit or loss
Collective investment scheme 2,655,367 3,135,02
Held for trading
Forward contracts 749
Total financial assets at fair value
through profit or loss 2,656,116 3,135,02
2014 201
Liabilities 3
Held for trading
Forward contracts - 5,06
Total financial liabilities at fair value
through profit or loss - 5,0¢

As part of the Company's capital appreciation strategy, the Company invests primarily in a sub-fund of ¢
FMG Funds SICAV plc, namely the FMG (EU) China Fund. As at March 31, 2014, the Company
investment in collective investment schemes amounting to $2,655,367 (2013 - $3,135,024) was all held

FMG (EU) Chma Fund. In turn the investment objective of FMG (EU) China Fund is to invest in the Chit

e TUia lermn leviantame ansane $a o martfalin af manaced accnnnte and ather Funde that have a ooc



FMG CHINA FUND LTD.
Notes to the financial statements

March 31, 2014

4. Classification and fair values of financial assets and labilities (continued)

As at March 31, 2014 FMG (EU) China Fund held 77% (2013: 58%) of its net asset value in an underlying
collective investment scheme (the "investee fund") whose financial vear end is not co-terminous with that o
FMG (EU) China Fund. As a result, the valuation of this investee fund could not be corroborated agains
independently audited net asset values as at March 31, 2014 and has been based on the net asset value a
calculated by the administrator of this investee fund.

Furthermore, the latest andited net asset value of the investee fund held by FMG (EU) China Fund includes
provision for capital gains tax equivalent to 10% of all capital gains accruing to Qualified Foreign Institutiona
Investor (“QFII”). Upon approval of these financial statements, the ultimate outcome as to whether the
provision for capital gains tax would be paid could not be reliably determined. Consequently, the carrying
value at March 31, 2014 of the investee fund may be significantly different to the value that may ultimately be
carried once the status of the capital gains tax provision is resolved in line with the regulations in China. Du
to the Fund's significant holding in FMG (EU) China Fund, the net asset value of FMG China Fund Ltd. ma:
also be impacted by the outcome of this event.

Derivative instruments are classified as held for trading. All other assets measured at fair value have beer
designated at fair value through profit or loss. Further information about the derivative financial instrument:
(forward contracts) is disclosed in note 14.1.1.

5. Receivables

2014 201
$ &
Rebate receivable 16,700 24,064

6. Accounts payable and accrued expenses
2014 201:
s §
Audit fee payable 4,875 2,26¢
Management fee payable 13,067 15,21
Administration fee payable 8,547 8,58¢
Other payables 5,555 10,12
31,984 36,19

Management fees payable are due to related parties. The terms and conditions of the amounts owed to relate:
parties are disclosed in note 12. These amounts are unsecured, interest free and repayable on demand.

7. MNet asset value

In accordance with the Offering Memorandum, the net asset value of each class of shares in a fund i
determined by reference to the market prices of the underlying assets in the fund atiributable to such class ¢
the close of business on the valuation date’. The last dealing date in the 2014 financial year of the Fund, wa
on March 31, and the last official valuation date in the 2014 financial year, was on March 31.

In accordance with the Offering Memorandum, the net assets of the Company are computed at the lates

aviaitabhia danline wmeics e thae latact availabhle middle market Aanntatinn Howwever far financial rennrtin



FMG CHINA FUND LTD.

Notes to the financial statements

March 31,2014

16.

11.

Net asset value {continued)

The Offering Memorandum stipulates the amortisation of formation expenses over a period of 5 years. I
accordance with International Financial Reporting Standards, formation expenses are written off to profit o
loss in the period when they are incurred.

Load fees

FMG Fund Managers Bermuda Ltd ('the Manager') may charge load fees of up to 5% of the amount of shar
capital subscribed. When charged, these load fees will reduce the amount available to shareholders for th
purchase of redeemable preference shares in the Fund. As at March 31, 2014, $nil (2013 - $4,920) of load fee
payable were included within accounts payable and accrued expenses.

One of the directors of the Fund is also a director of the Manager.

Custodian fees

Effective August 14, 2009, the Credit Suisse AG (the ‘Custodian’) was appointed as a custodian to the Fund.

Fees for custody services are charged at 0.075% per annum of the value of the net assets of the Fund unde
custody up to $500 million and 0.065% per annum of the value of the net assets of the Fund under custody i
excess of $500 million.

Taxation

Under current Bermuda laws, the Fund is not required to pay any taxes in Bermuda on either income or capita
gains. The Fund has received an undertaking from the Minister of Finance in Bermuda exempting it from an
such taxes at least until the year 2016.

It is management’s belief that the Fund is not engaged in a United States trade or business and will not b
subject to United States income or withholding taxes in respect of the profits and losses of the Fund, other tha
the 30% withholding tax on U.S. source dividends.

As a result, management has made no provision for income taxes in these financial statements.

Share capital

The authorized share capital of the Fund is $11,000, which is divided into 100 common shares of par value o
31 each and 10,900,000 non-voting redeemable preference shares (the “Shares™), of par value of $0.001 eact
Redeemable preference shares are issued as Class A and Class A09 shares (collectively, the “Class A Shares”
and Class B and Class B09 shares (collectively, the “Class B Shares”). Effective February 2, 2009 Class AQ'
and Class B09 shares are offered for sale. Effective March 2, 2009, the existing Class A and Class B share
were closed for new subscriptions, except in situations where approved by the Board of Directors and th
investment manager.

The holder of the common shares is not entitled to receive dividends, may not redeem their holding and is onl
entitled to be repaid the par value of the common shares upon a winding-up or distribution of capital. Th
common shares are entitled to one vote per share at a general meeting. All the common shares are owned b
the investment manager. The redeemable preference shares carry no preferential or pre-emptive rights upo
the issue of new shares and have no voting rights at general meetings of the Fund.

Shares may be purchased and redeemed on a Dealing Day, which is generally the first business day of eac

rolondar manth Charee mav he murchacad of the net accet valie ner chare calenlated ot the immeadiatal
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Share capital (continued)

If on any valuation day, any shareholder wishes to redeem Shares totaling more than 5% of the issued capita
of the Fund or several shareholders wish to redeem Shares totaling more than 15% of the issued capital of th
Fund, the directors may defer redemption of such Shares, and the calculation of the redemption price, t0
subsequent Dealing Day being not later than the fifth Dealing Day following receipt of the application fo
redemption. In such cases, suspended redemption requests shall be carried out on the basis of the next Ne

Asset Value.

2014

Number of shares at beginning of the year
Subscriptions during the year
Redemptions during the year

Number of shares at end of the year

Number of shares at beginning of the year
Subscriptions during the year
Redemptions during the year

Number of shares at end of the year

2013

Number of shares at beginning of the vear
Subscriptions during the year
Redemptions during the year

Number of shares at end of the year

Number of shares at beginning of the year
Subscriptions during the year
Redemptions during the vear

Mumber of shares at end of the year

USDh UsD EUF
Class A Class A09 Class A0¢
8.674 7,035 2,33]

- 169
(1,707 (1,320) .
6,967 5,884 2,331
USDh USD EUR
Class B Class B09 Class B8¢
78,194 48.804 64(

- 1,005
{1,256) (10,282 -
76,938 39,607 64(
UsSD UsSD EUR
Class A Class A0S Ciass A0S
10,870 6,296 2,73%
- 1,170 -
{2,196) {431) (407
8,674 7,035 2,331
USD USh EUR
Class B Class B09 Class B6¢
100,561 41,024 64(

- 14,645
(22,367) (6,865) -
78,194 48,804 64(
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Related party transactions
(a) Management fees

The Fund pays FMG Fund Managers Bermuda Ltd. (“the investment manager”) a management fee at a rate o
2.0% per annum of the net assets attributable to the Class A Shares of the Fund and 1.5% per annum of the ne
assets attributable to the Class B Shares of the Fund, calculated on a monthly basis and payable quarterly. Fo
the year ended March 31, 2014, the management fee was $55,813 (2013 - $61,1 13), of which $13,007 (2013
$15,219) was payable at March 31, 2014.

(b) Incentive fees

The Class A Shares also incur a quarterly incentive fee equal to 20% of the Net Profits of the Fund, if any
during each calendar quarter (each a ‘Performance Period’), accrued with respect to each Share of the Fund
The Net Profits are computed in 2 manner consistent with the principles applicable to the computation of the
net assets of the Fund. If a redeemable preference share has a loss chargeable to it during any Performanc
Period, and during a subsequent Performance Period there is a profit allocable to it, there will be no incentive
fee payable until the amount of the net loss previously allocated has been recouped. Incentive fees are onh
paid when the net asset value of the redeemable preference shares increase above a previously establishec
“high water mark” net asset value for that class of redeemable preference shares.

In the event of either a redemption being made at a date other than the end of a Performance Period or the
Management Agreement is terminated at any time prior to the last day of a Performance Period, the incentiv
fee will be computed as though the termination date or Redemption Date, as applicable, was the last day o
such Performance Period. Once earned, the incentive fee will be retained by the investment manager regardles:
of the Fund’s future results.

The Class B Shares also pay to the investment manager an incentive fee of 10% of the net profits attributable
to the Class B Shares, calculated monthly and payable quarterly. Net profits are defined as the amount by
which cumulative profits attributable to the Class B Shares before the incentive fee but after deduction of al
transaction costs, management fees and expenses and the amount that would have been earned in that fisca
period had the assets of the Fund been invested at the one year LIBOR rate as quoted at the first date of the
fiscal period. Net profits include both realized and unrealized gains less losses on investments. If net profi
for a month is negative, it will be carried forward (“carry forward losses™). No incentive fee will be payable
until net profits in subsequent month(s) exceed carry forward losses together with any cumulative actual losse:
from the previous fiscal years adjusted for redemptions. Investors should note that, the net profit amount, upor
which incentive fees are calculated, is not reduced for prior period carry forward losses. Once earned, the
incentive fee is retained by the Manager regardless of the Fund’s future results.

For the year ended March 31, 2014, the incentive fee was § nil (2613 - $nil), of which $ nil (2013 - $nil) wers
payable at March 31, 2014.

The Fund is charged management and incentive fees by the investment manager as described above on its ne
assets and its performance. However, some of the other investment companies in which the Fund invests ar
also managed by the investment manager or entities related to investment manager. To ensure that the Fund i
not double charged for such management and incentive fees, the investment manager or its entities related tc
the investment manager rebate to the Fund its proportionate share of such fees. Management and incentiv¢
fees rebate to the Fund during the year amounted to $45,994 (2013 - $49,614) of which $10,700 (2013
$24,068) is receivable at March 31, 2014.
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13.

Related party transactions (continued}
(c) Administration fees

For administration services provided, the minimum fee charged is of $2,500 per month for net assets up to $1
million and $3,500 per month for net assets exceeding $10 million or 15 basis points of the net assets pe
annum. For the year ended March 31, 2014, administration fees were $34,089 (2013 - $34,683), of whic
$8,547 (2013 - $8,580) were payable at March 31, 2014. The administrator delegated its duties to Apex fun
Services (Malta) Ltd (“the sub-administrator”™).

One of the directors of the Company is also the managing director of the administrator.
(d) Key management personnel

The directors of the Company are paid an annual fee of $2,500 each for acting as directors of the Compam
The total directors’ fee charged for the year review is $7,500 (2013 - $7,500).

Fair values of financial assets and financial liabilities

At March 31, 2014 and March 31, 2013, the fair values of derivative contracts are valued by reference to th
price at which a new contract of the same size and maturity could be undertaken at valuation date. The fa
value of collective investment schemes was primarily based on valuations issued by the administrators of th
underlying private investment funds which ultimately are verified via independently audited net asset values
the end of the reporting period. The fair values of other financial assets and financial liabilities are nc
materially different from their carrying amounts.

The Company classifies fair value measurements using a fair value hierarchy that reflects the significance «
the inputs used in making the measurements. The fair value hierarchy has the following levels:

e  Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);

s  Those involving inputs other than quoted prices included in Level 1 that are observable for the ass
or liability, either directly (as prices) or indirectly (derived from prices) (Level 2); and

s  Those with inputs for the asset or liability that are not based on observable market data (unobservab
inputs) (Level 3).

The level in the fair value hierarchy within which the fair value measurement is categorised in its entirety

determined on the basis of the lowest level input that is significant to the fair value measurement in its entiret
For this purpose, the significance of an input is assessed against the fair value measurement in its entirety. If
fair value measurement uses observable inputs that require significant adjustment based on unobservab
inputs, that measurement is a level 3 measurement. Assessing the significance of a particular input to the fa
value measurement in its entirety requires judgment, considering factors specific to the asset or liability.

The determination of what constitutes observable, requires significant judgment by the Company. T}
Company considers observable data to be that market data that is readily available, regularly distributed «
updated, reliable and verifiable, not proprietary, and prov:ded by independent sources that are active
involved in the relevant market.
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Fair values of financial assets and financial liabilities (continued)

The following is a summary of the inputs used as of March 31, 2014 and 2013 in valuing the Fund'
investments and derivatives carried at fair value:

2014 Level 1 Level 2 Level 3 Tots
Collective investment

scheme $ - 3 2,655,367 § - 3 2,655,36
Total $ . - 3 2,655,367 8§ - % 2,655,36
Derivative assets $ - % 749 % - % 74
Derivative liabilities $ - 3 - % - %

2013 Level 1 Level 2 Level 3 Tot:
Collective investment

scheme - 3,135,024 - 3,135,02
Total $ - 3 3,135,024 § - 3 3,135,02
Derivative assets $ - % - 3 - 3

Derivative liabilities $ -8 5062 % ) 5,06

There were no transfers between levels 1, 2 or 3 during the years ended March 31, 2014 and 2013.

At March 31, 2014 and 2013, the carrying amounts of other financial assets and liabilities approximated thei
fair values due to the short-term nature of these balances.

Financial risks management

The nature and extent of the financial instruments outstanding at the reporting date and the risk managemer
policies employed by the Fund are discussed below.

i4.7 Market risk

Market risk embodies the potential for both loss and gains and includes currency risk, interest rate risk an
price risk.

The Fund’s investment strategy to manage the market risk is outlined in the Fund’s offering supplement unde
the heading ‘Investment Strategy’. The Fund’s market risk is managed on a regular basis by the investmer
manager using different investment techniques as outlined in the supplement of the Fund. The Fund’s overa
market positions are monitored on a monthly basis by the board of directors.

The Company’s exposure to the different types of investments is summarized in note 4 to the financiz
statements.

14.1.1 Currency risk

The Fund mav invest in securities and other investment comnanies and enter into trancactione denaminated i
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Financial risks management (continued)

14.1.71  Currency risk (continued)
The following table sets out the Fund’s total exposure to foreign currency risk split between monetary assel
and liabilities, net assets attributable to non-USD denominated share classes, forward foreign exchang

contracts (stated at the notional values) and the resulting net exposure to foreign currencies:

Net assets

attributable to
non-USD
Monetary Monetary deneminated Forward FX

assets liabilities share classes contracts Net exposui
March 31,2014
EUR $ - 8 (5,180 § (261,704) $ 274258 $ 7,37
March 31, 2013
EUR $ - % (2,269) § (271,587) % 287,409 § 13,55

The amounts in the above table are based on the carrying values of monetary assets and liabilities, net asset
attributable to non-USD denominated share classes and the underlying notional amounts of forward foreig
exchange contracts.

Forward foreign exchange contracts are entered into by the Fund to hedge exposure to monetary assets an
liabilities denominated in currencies other than USD and to hedge the exposure of certain share classe
denominated in currencies other than USD.

The gains and losses on forward foreign exchange contracts entered into for the purpose of hedging th
exposure to monetary assets and liabilities are recorded in gains and losses on forward foreign exchang
contracts in the statement of operations. The gains and losses on contracts entered into for the purpose ¢
hedging the exposure of share classes denominated in currencies other than USD are also recorded in gains an
losses on forward foreign exchange contracts in the statement of operations, but are allocated specifically t
the non-USD denominated share classes to which the hedging activities, and resultant gains and losses, relate.

At March 31, 2014, the Fund had the following open forward foreign exchange contract disclosed at it
notional value:

Currency to be bought Currency to be sold Contract due date Fair valu
EUR 199,715 USD 274,258 April 3, 2014 R 74
Net unrealised gain on open forward foreign exchange contract $ 74

At March 31, 2013, the Fund had the following open forward foreign exchange contract disclosed at it
notional value:

Currency to be bought Currency to be sold Contract due date Fair valu

EUR 220,288 USD  287.409 April 4, 2013 $ (506



FMG CHINA FUND LTD.

Notes to the financial statements

March 31,2014

i4.

Financial risks management (continued)
14.1.2  Inferest rate risk

Interest rate risk arises when an entity invests or issues interest-bearing financial instruments. The Fund doe
not hold significant investments which are sensitive to interest rates but is indirectly exposed to the interes
rate risk of the investments held by the other investment companies in which the Fund invests. However, th
Fund’s risk is limited to the net asset value of its investments in those other investment companies and this risi
is therefore captured in the price risk below.

14.1.3  Price risk

The Fund’s equity and trading derivative financial instruments are susceptible to price risk arising fron
uncertainties about future prices of the instruments.

The Company’s investments are susceptible to price risk arising from uncertainties about future prices o
instruments. The Company may employ various techniques and enter into hedging transactions to attempt
mitigate a portion of the risks inherent to its investment strategies. The Company did not use derivativi
financial instruments for speculative purposes and had not designated any of its derivative financia
instruments in a hedging relationship for accounting purposes.

As all of the Company’s financial instruments are carried at fair value with fair vaiue changes recognised i
the statement of comprehensive income, all changes in market price will directly affect net investment income.

As discussed in note 4, the Company's investment strategy is to invest primarily in FMG (EU) China Fund :
sub-fund of the FMG Funds SICAYV plc, being a professional investor fund registered under the laws of Malta.

The following is an analysis of the Company's industry diversification as at the reporting date:

2014 2013

Other investment company 100% 100%
Price risk sensitivity analysis

Price risk is mitigated by the investment manager by investing in the above mentioned investment compans
which in turn holds a diversified portfolio of investments. At March 31, 2014, if the price of the investment:
increased by 5%, this would have increased the net assets attributable to holders of redeemable preference
shares by $132,768 (2013 - $156,751); an equal change in the opposite direction would have decreased the ne
assets attributable to holders of redeemable preference shares by an equal but opposite amount. Actual result:
will differ from this sensitivity analysis and the difference could be material.
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Financial risks management (continued)

14.2 Credit risk

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation o
commitment that it has entered into with the Company. The Company has policies that limit the amount o
credit exposure to any single issuer. Accordingly, the investment manager monitors the Company’s credi
position on a regular basis. Financial assets, which potentially subject the Company to credit risk, consis

principally of trade and other receivables, cash and cash equivalents and derivative assets classified at fai
value through profit or loss.

Bank balances and receivables are all short term, and are not considered to represent a significant credit risk
Bank balances are held with Credit Suisse AG whose rating is A at the reporting date according to Fitct
Ratings (2013: rating of A according to Fitch).

Transactions involving derivative financial instruments are effected with Credit Suisse AG, with whom the
Fund signed master netting agreements. Master netting agreements provide for the net settfement of contracts
with the same counterparty in the event of default and therefore reducing the credit risk to both parties.

Guarantees provided to third parties

Effective August 24, 2009 the Fund granted the Custodian a right of lien against all currency accounts anc
investments in other investment companies held by the Custodian on the Fund's behalf. The purpose of the
right of lien is to secure any or all claims of the Custodian against the Fund arising from any current or future

agreement or contracts as well as claims on other legal grounds resulting from business operations with the
Fund.

4.3 Liquidity risk

Liquidity risk is the risk that the Fund will not be able to meet its financial obligations as they fall due. The
Fund’s investments in other investment companies are not traded in an organized public market. As a result,
the Fund may not be able to quickly liquidate its investments in other investment companies at their stated fair
value in order to meet its liquidity requirements, including redemption requests from its shareholders. The
Fund’s exposure to liquidity risk is managed by the investment manager. As March 31, 2014 and 2013, there
were no redemptions restrictions on any of the underlying investment companies held directly or indirectly by
the Fund.

The Fund is exposed to cash redemptions of redeemable shares monthly. Class A and Class B shareholders
must provide redemption notice by at least the 20th day of the month prior to the Dealing Day, subject to
certain restrictions as described in the Prospectus. Redeemable shares are redeemed on demand at the holder's
option. Notwithstanding, if on Valuation Day, any sharcholder wishes to redeem Shares totaling more than
5% of the issue capital of the Fund or several shareholders wish to redeem Shares totaling more than 15% of
the issue capital of the Fund, the directors may defer redemption of such Shares, and the calculation of the
redernption price, to a subsequent Dealing Day being not later than the fifth Dealing Day following receipt of
the application for redemption. In such cases, suspended redemption requests shall be carried out on the basis
of the next Net Asset Value.
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Financial risks management (continued)
14.3 Liguidity risk (continued)

The following table shows the contractual, undisclosed cash flows of the Company’s financial liabilities as 2
March 31, 2014, and March 31, 2013.

March 2014
All amounts in $ Less than | month 1-3 months 3 months &

i vea
Financial liabilities

Financial liabilities at fair value through

profit or loss - -
Accounts payable and accrued expenses - 31,984
Net assets attributable to participating shareholders - 2,698,961

March 2013

Al amounts in $ Less than 1 month 1-3 months 3 months to 1 vea
Financigl liabilities
Financial liabilities at fair value through

profit or loss 5,062 -
Accounts payable and accrued expenses - 36,196
Net assets attributable to participating shareholders - 3,370,579
14.4 Custody risk

The Fund is also exposed to operational risks such as custody risk. Custody risk is the risk of a loss being
incurred on financial instruments held in custody as a result of a custodian’s or prime broker’s insolvency
negligence, misuse of assets, fraud, poor administration or inadequate record-keeping. Although an appropriate
legal framework is in place that reduces the risk of loss of value of the financial instruments held by the
custodian or prime broker in the event of its failure, the ability of the Fund to transfer the securities might be
temporarily impaired.

14.5 Capital management

The Company’s capital is represented by redeemable preference shares with no par value and with no voting
rights. They are entitled for payment of a proportionate share based on the Company’s net asset value per share
on the redemption date.

The Company has the option to limit the number of Investor Shares repurchased on any redemption day tc
10% of the total net asset value of that the Company on that redemption day. The relevant movements are
shown in the statement of changes in net assets attributable to holders of redeemable preference shares.

As at the end of the reporting period, the level of redemption requests made by the redeemable preference
shareholders were not significant and resulted as part of the normal course of business of the Fund.
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independent auditor's report
to the members of

FMG China Fund Ltd.

We have audited the accompanying non-statutory financial statements of FMG China Fund Led. (the
“Company”) set out on pages 5 to 24, which comprise the statement of financial position as at March
31, 2014, and the statement of comprehensive income, statement of changes in net asset attributable
to holders of redeemable preference shares and statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information.

Directors' responsibility for the non-statutory financial statements

As explained more fully in the statement of directors' responsibilities on page 4, the directors of the
Company are responsible for the preparation of the non-statutory financial statements that give a frue
and fair view in accordance with [nternational Financial Reporting Standards, and for such internal
control as the directors determine is necessary to enable the preparation of these non-statutory financial
statements that are free from material misstatement, whether due to fraud or error,

Auditor’s respounsibility

Our responsibility is to express an opinion on these non-statutory financial statements based on our
audit. We conducted our audit in accordance with [nternational Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the non-statutory financial statements are free from material
misstatement.

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

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

FMG China Fund Ltd.

Opinion

In our opinion, the non-statutory financial statements give a true and fair view of the financial
position of FMG China Fund Ltd. as at March 31, 2014, and of its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards.

Emphasis of matter

We draw your attention to note 4 to these non-statutory financial statements, which indicates that the
Company held an investment in FMG (EU) China Fund, a sub-fund of FMG Funds SICAV plc, a
collective investment scheme registered in Malta amounting to $2,655,367. FMG (EU) China Fund
in turn held 77% of its net asset value in an underlying collective investment scheme whose financial
year end is not co-terminous with that of FMG (EU) China Fund. As a result, the valuation of this
underlying investment could not be corroborated against independently audited net asset values as at
March 31, 2014 and has been based on net asset values as calculated by the administrator of the
underlying collective investment scheme. Because of the Company's significant indirect exposure to
this investee fund and the inherent uncertainty in its valuation, reported figures might differ from the
values that would have been obtained had independently audited net asset values as at March 31 ,
2014 been available.

Furthermore, as discussed in note 4, the latest audited net asset value of the underlying investee fund
held by FMG (EU) China Fund included a provision for capital gains tax equivalent to 10% of all
capital gains accruing to Qualified Foreign Institutional Investor (“QFII”). As at the date of
approval of these financial statements, the ultimate outcome as to whether the provision for capital
gains tax would become payable remains uncertain. Consequently, the carrying value at March 31,
2014 of the investee fund may therefore be significantly different to the value that may ultimately be
carried once the status of the capital gains tax provision is resolved. This may also have an impact on
the net asset value of FMG China Fund Ltd. due to its significant holdings in FMG (EU) China
Fund.

Our opigjon.is not qualified in respect of these matters.
jf/’
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