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

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

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

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

This report, for which the directors (the “Directors”) of Legend Strategy International Holdings Group Company Limited.
(the “Company”) collectively and individually accept full responsibility, includes particulars given in compliance with the
Rules Governing the Listing of Securities on the Growth Enterprise Market of The Stock Exchange of Hong Kong Limited
for the purpose of giving information with regard to the Company. The Directors, having made all reasonable enquiries,
confirm that, to the best of their knowledge and belief: 1. the information contained in this report is accurate and complete
in all material respects and not misleading; 2. there are no other matters the omission of which would make any statement
in this report misleading; and 3. all opinions expressed in this report have been arrived at after due and careful consideration
and are founded on bases and assumptions that are fair and reasonable.
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CHAIRMAN'S STATEMENT

On behalf of the Board of Directors (the “Board”) of Legend Strategy
International Holdings Group Company Limited (the “Company”), | am
pleased to present the annual results of the Company and its subsidiaries
(collectively referred to as the “Group”) for the year ended 31 December
2011 to all the shareholders.

The year of 2011 has been definitely meaningful for the development of
the Group. The Group was successfully listed on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited on 15 July 2011.
The successful listing strengthened the financial position of the Group
and the encouraging results of placing also enable the Group to
implement its business plans more effectively.

In financial year 2011, the Group recorded revenue of approximately
HK$69.592 million, representing an increase of 86.5% as compared
with last financial year. Profit attributable to the owners of the Company
in financial year 2011 amounted to approximately HK$21.265 million.

QOur vision is to grow “Welcome Inn” to become one of the most well-
known budget hip hotel management companies in the PRC, renowned
for delivering shareholder returns above industry averages.

The Group is committed to corporate governance. Being a responsible
enterprise, our corporate governance standards are built based on the
principles of independence, accountability, transparency and honesty.
We continue to enhance our standards by empowering internal audit
and ensure the business operation and management controls are in
compliance with the standards.

For the year 2012, | am optimistic about the Group’s future performance.
| recognize that lingering debt crisis occurred in European countries
and the slowdown of the economy in the PRC are disquieting factors.
On the other hand, business travelers tend to be more rational in hotel
accommodation spending in time of uncertainty, This could represent
opportunity for Welcome Inn to further expand its network in the year to
come.

| have confidence that the Group will execute its solid business strategies
of strengthening its brand platform to further improve its profitability
and churning capital to realize some of its revaluation surpluses. These
strategies will ensure that the Group continues to provide long term
earnings, strong cash flow and generate lucrative returns to our
shareholders and investors.
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MANAGEMENT DISCUSSION AND
ANALYSIS

Business and Operational Review

The Group is principally engaged in budget hotel operations and
provision of hotel consultancy services in the PRC.

Hotel Operation

For the financial year ended 31 December 2011, the Group has five
leased-and-operated hotels under operation. The Group focuses on
delivering values to budget-conscious hotel guests, such values included
stylish design, cleanliness, comfort, friendly service, geographical
convenience and safety. The Group develops its hotel through leasing
part of existing commercial buildings and converting them into hotel
accommodations. This strategy can help the Group not only open up a
wider choice in selecting potential sites for new hotels but also
substantially reduces the lead time and startup cost for hotel conversion
when compared to a normal green field hotel project.

The following are the details of all leased-and-operated hotels of the
Group:

Welcome Inn Caitian

Welcome Inn Caitian, the Group’s first budget hip hotel in the PRC,
commenced operation in 2006. The hotel has three floors and a total
GFA of approximately 2,000 sg.m., comprising 87 rooms. Welcome Inn
Caitian is situated near transportation hubs such as the Futian bus
terminal, the Luohu train station and the Huanggang border (&£ & [ 3).

Welcome Inn Nanshan

Welcome Inn Nanshan commenced operation in 2008. The hotel has
five floors and a total GFA of approximately 7,000 sg.m., comprising
192 rooms, including an executive suite. Welcome Inn Nanshan is
situated near the Hong Kong-Shenzhen Western Corridor and the
Shekou Port (I 15 7).

Welcome Inn Baoan

Welcome Inn Baoan commenced operation in 2008. The hotel has four
floors and a total GFA of approximately 1,700 sg.m., comprising 59
rooms. The hotel is conveniently located at a commercial area in the
Baoan District and adjoining the Baoan Airport, the Nan Tou custom (f
SH 6 BH), the Baoan coach terminal and the Xi Xiang Pier (PG 457 5H).
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Welcome Inn Luohu

Welcome Inn Luohu commenced operation in 2008. The hotel has one
floor and a total GFA of approximately 2,000 sg.m., comprising 80 rooms.
The hotel is conveniently located at the financial centre area in the Luohu
District. Welcome Inn Luohu is also situated near Huagiang North
Commercial Street and Shenzhen train terminal.

The Fujian Hotel

In July 2011, the Group acquired a contractual right to operate a hotel
located in the Fujian Province, the PRC (the “Fujian Hotel”) which has
five floors and 111 guest rooms as its leased-and-operated hotel. The
Fujian Hotel commenced operation in October 2011 after decoration
and facilities improvement.

Future Development and Outlook for Hotel
Operation

In October 2011, the Group had identified a location in the Danshui
district, Huizhou City, Guangdong Province, the PRC, to develop its
sixth leased-and operating hotel (the “Danshui Hotel”). The Danshui Hotel
is expected to be refurbished in second quarter of 2012 with the
commencement of operation in the second half of 2012.

In December 2011, the Group entered into a joint venture agreement
with First Creation Investment Limited to establish two jointly controlled
entities to conduct the business of hotel operation in Sanya, the PRC
(the “Sanya” hotels”). The two Sanya hotels are expected to be
refurbished in second half of 2012 with the commencement of operation
in the third quarter of 2012.

In January 2012, the Group had identified a location, Huizhou City,
Guangdong Province, the PRC to develop its seventh leased-and-
operating hotel. The Hotel is expected to be commenced of operation
in the third quarter of 2012.

The Group plans to continue to expand its network in the PRC with
focus on the Southern PRC, in particular, the Guangdong Province in
the next two to three years. The Directors believe that the continuous
growth of the economy in the PRC will attract corporations to seek
business opportunities and expand their businesses across these cities
and thereby stimulating a large demand for hotel accommodations.

Hotel Consultancy Services

For the financial year ended 31 December 2011, the Group had entered
into 14 hotel consultancy agreements with 6 investors for the provision
of hotel consultancy services. These investors, except for two jointly
controlled entities, are independent third parties who are not connected
with the Group other than entering into the hotel consultancy agreements
with the Group.
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MANAGEMENT DISCUSSION AND
ANALYSIS

Subject to the negotiations with individual hotel investors, the principal
terms of the hotel consultancy agreements are generally similar. Pursuant
to the hotel consultancy agreements, the Group provides to the hotel
investors the following services:

(i) site selection through detailed studies on the traffic flow etc.;
site assessment and feasibility analysis;

preparing ISO 9001 : 2008 operating procedures and quality
manual;

hotel interior design; and

construction contractor selection

Outlook for Hotel Consultancy Services

The Group is currently implementing a branding strategy to refresh and
streamline its brands to better appeal to its target market segments
and to serve as a platform for its expansion into the consultancy
businesses. The Directors believe that the successful track record of
the Group’s hotels is one of the reasons that attract hotel investors.

Financial Review

The Group has a positive trend for the year ended 31 December 2011
and is pleased to announce a profit attributable to owners of the
Company of approximately HK$21.265 million, representing a year-on-
year increase of approximately HK$12.08 million or 131.3% compared
to approximately HK$9.185 million for last year ended 31 December
2010 (the “Last Year”).

Revenue

The Group’s growth momentum is carried forward from Last Year to the
year ended 31 December 2011. The Group reported a total revenue of
approximately HK$69.592 million (2010: approximately HK$37.317
million) and recorded a year-on-year increase of approximately
HK$32.275 million or 86.47% from the Last Year.

Revenue mainly came from the hotel consultancy services of
approximately HK$42.20 million, representing approximately 61% of total
revenue. They rose approximately 338% or HK$32.568 million from
approximately HK$9.632 million.
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MANAGEMENT DISCUSSION AND
ANALYSIS

Our hotels in the PRC recorded an overall decrease in occupancy rates
due to a combination of the post-World Universiade effect and
competition within the budget hotel market intensified in Shenzhen City.
The management anticipates the operational performance of the Group’s
hotels in Shenzhen City to gradually improve from the after effect of the
World Universiade and enhancing the awareness of the brand name
“Welcome Inn” in Shenzhen City.

Operating Costs

The total operating costs increased by HK$14.371 million, or
approximately 60.61%, from HK$23.712 million for the Last Year to
HK$38.083 million for the year ended 31 December 2011, attributable
primarily to the increase in employee benefit expenses due to the
increase in minimum rate of wages and the one-off charge of HK$2.308
million listing expenses. Excluding this one-off charge, the total operating
costs would have been HK$35.776 million.

The following table shows the total operating costs for the years ended
31 December 2010 and 2011:
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2011 2010 % change
—E——F —E-TF Epalid-
HK$ HK$
BT BTT
Operating lease expenses LB M AR 9,984,386 7,492,727 33.3%
Depreciation of property, W BEREEITE
plant and equipment 7,091,127 6,368,671 11.3%
Employee benefit expenses EERMAX 7,092,137 4,039,804 75.6%
Utilities NGRS 1,732,733 1,429,882 21.2%
Listing expenses ETmER 2,307,772 — N/A 7~ i A
Other operating expenses Hh @M 9,875,194 4,380,740 125.4%
38,083,349 23,711,824 60.6%
Gross Profit EF

The overall gross profit of the Group increased from approximately
HK$13.61 million for Last Year to approximately HK$31.51 million for
the year ended 31 December 2011 representing an increase of
approximately 132%, primarily due to the significant improvements in
the performance of hotel consultancy services.
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Liquidity, Financial Resources and Capital Structure

The Group generally finances its daily operations from internally
generated cash flows. As at 31 December 2011, the Group had bank
balances and cash of approximately HK$16.15 million (2010:
approximately HK$0.263 million).

Gearing ratio is defined as net debt (represented by bank borrowings
including finance lease obligation net of cash and cash equivalents)
divided by shareholders’ equity. As at 31 December 2011, the Group
maintains net cash position. Hence, no gearing ratio is presented.

Capital Structure

Except for the Company raised approximately HK$38.48 million of net
proceeds through the initial placing of the shares of HK$0.01 each at
the placing price of HK$1.20 each on 15 July 2011, there has been no
material change in the capital structure of the Group from 15 July 2011
to 31 December 2011.

The total number of the issued shares of the Company was 180,000,001
as at 31 December 2011.

Foreign Exchange Exposure

Majority of the assets and liabilities of the Group were denominated in
Renminbi and Hong Kong dollars. As at 31 December 2011, the Group
had no significant exposure under foreign exchange contracts, interest,
currency swaps or other financial derivatives.

Significant Investment

On 22 December 2011, the Group entered into a joint venture agreement
with First Creation Investment Limited to establish two jointly controlled
entities to conduct the business of hotel operation in Sanya, the PRC.
The investments for two jointly controlled entities for the Group as at 31
December 2011 were approximately HK$12 million. Except for the set-
up of these jointly controlled entities, there was no significant investment
held by the Group (2010: Nil).

Material Acquisitions or Disposals

For the year ended 31 December 2011, there were no material
acquisitions or disposal of subsidiaries and affiliated companies by the
Group.
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MANAGEMENT DISCUSSION AND
ANALYSIS

Charges on Assets

As at 31 December 2011, the Group did not have any charges on its
assets.

Contingent Liabilities

As at 31 December 2011, the Group did not have any material contingent
liabilities.

Employees and Remuneration Policies

The Group had more than 100 (2010: 100) employees as at 31 December
2011. The Group’s remuneration practices are in line with the prevailing
market practice and are determined on the basis of performance,
qualification and experience of individual employee.

Use of Net Proceeds from Placing

On 15 July 2011, shares of the Company were listed on the Stock
Exchange by way of placing. The net proceeds from the placing was
approximately HK$38.40 million, which was higher than the estimated
net proceeds of approximately HK$27.40 million (estimated on the
assumption that the placing price would be the mid-point of the range
as stated in the Prospectus). The Group originally intends to adjust the
use of proceeds on a pro-rata basis as shown in the Prospectus.

The future plans and prospects as stated in the Prospectus were
formulated based on the best estimation of the future market conditions
at the time of preparing the Prospectus. The Company’s directors are
mindful of the financial performance of the Group in engaging actual
costs and capital expenditure. The proceeds were conservatively applied
having regard to ongoing market conditions.
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CORPORATE GOVERNANCE REPORT

Pursuant to Rule 18.44 of the GEM Listing Rules, the Board is pleased
to present this corporate governance report for the year ended
31 December 2011. This report highlights the key corporate governance
practices of the Company.

Corporate Governance Practices

The Group is committed to promoting high standards of corporate
governance. The Directors of the Company believe that sound and
reasonable corporate governance practices are essential for the growth
of the Group and for safeguarding the shareholders’ interests and the
Group’s assets.

Throughout the period from the date of listing of the shares of the
Company on the GEM of the Stock Exchange on 15 July 2011 (the
“Listing Date”) to 31 December 2011, the Company has complied with
all the code provisions set out in the Code on Corporate Governance
Practices (the “CG Code”) contained in Appendix 15 of the GEM Listing
Rules.

Corporate Governance Structure

The Board is primarily responsible for formulating strategies, monitoring
performance and managing risks of the Group. At the same time, it also
has the duty to enhance the effectiveness of the corporate governance
practices of the Group. Under the Board, there are 3 board committees,
namely audit committee, remuneration committee and nomination
committee. All these committees perform their distinct roles in
accordance with their respective terms of reference and assist the Board
in supervising certain functions of the senior management.

Securities Transactions by Directors

The Company has adopted the code of conduct for securities
transactions by the Directors on terms no less exacting than the required
standard of dealings set out in Rules 5.48 to 5.67 of the GEM Listing
Rules. The Company had made specific enquiry to all the Directors and
the Directors have confirmed compliance with this code of conduct
throughout the period from the Listing Date to 31 December 2011. No
incident of non-compliance was noted by the Company during this
period.
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Board of Directors

At present, the Board of the Company comprises six members as follows:

Executive Directors
Mr. Fong, Man Kelvin (Chairman)
Mr. Wong, William (Chief Executive Officer)

Non-executive Director
Mr. De Weyer, Daniel Ludovicus Joannes

Independent non-executive Directors
Mr. Tam, Kwok Ming Banny

Mr. Tsoi, Wing Sum

Dr. Wong, Hak Kun Jerry

Biographical details of the Directors are set out in the section of
“Biographical Details of Directors and Senior Management” on pages
30 to 33.

The Board has the responsibility for leadership and control of the
Company. They are collectively responsible for promoting the success
of the Group by directing and supervising the Group’s affairs. The Board
is accountable to shareholders for the strategic development of the
Group with the goal of maximizing long-term shareholder value, while
balancing broader stakeholder interests.

The Board meets regularly on a quarterly basis. Apart from the regular
board meetings of the year, the Board also meets on other occasions
when a Board-level decision on a particular matter is required. All
Directors are provided with details of agenda items for decisions making
with reasonable notice. Directors have access to the advice and services
of the Company Secretary who is responsible for ensuring that the Board
procedures are complied with and advising the Board on compliance
matters. Directors are also provided with access to independent
professional advice, where necessary, in carrying out their obligations
as Directors of the Company, at the expense of the Company. Directors
who are considered to have conflict of interests or material interests in
the proposed transactions or issues to be discussed would not be
counted in the quorum of meeting and would abstain from voting on
the relevant resolution.
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All Directors assume the responsibilities to the shareholders of the
Company for the well-being and success of the Company. They are
aware of their duties to act in good faith and in the best interests of the
Company.

The Board is responsible for maintaining proper accounting records so
as to enable the Directors to monitor the Company’s overall financial
position. The Board updates shareholders on the operations and financial
position of the Group through quarterly, half yearly and annual results
announcements as well as the publication of timely announcements of
other matters as prescribed by the relevant rules and regulations.

The Company has three independent non-executive Directors, at least
one of whom has appropriate financial management expertise, in
compliance with the GEM Listing Rules. Each of the independent non-
executive Director has made an annual confirmation of his independence
pursuant to Rule 5.09 of the GEM Listing Rules. The Company is of the
view that all independent non-executive Directors meet the
independence guidelines set out in Rule 5.09 of the GEM Listing Rules
and are independent in accordance with the terms of the guidelines.

According to the Company’s articles of association, newly appointed
Directors shall hold office until the next following general meeting and
shall be eligible for re-election at that meeting. Every Director, including
those appointed for a specific term, should be subject to retirement by
rotation at least once every three years.

Chairman and Chief Executive Officer

The posts of Chairman and Chief Executive Officer are separated to
ensure a clear division between the Chairman’s responsibility to manage
the Board and the Chief Executive Officer’s responsibility to manage
the Company’s business. The separation ensures a balance of power
and authority so that power is not concentrated in any one individual.

Mr. Fong Man, Kelvin plays a leading role and is responsible for effective
running of the Board while Mr. William Wong is delegated with the
authority and responsibility of overall management, business
development and implementation of the Group’s strategy determined
by the Board in achieving its overall commercial objectives.
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The Company has complied with the code provisions as set out in the
Code on Corporate Governance Practices contained in Appendix 15 of
the GEM Listing Rules throughout the period under review.

Non-executive Directors

Under the Code Provision A.4.1, all the non-executive directors should
be appointed for a specific term, subject to re-election. Each of the
independent non-executive Directors has entered into a service contract
with the Company for an initial term of three year commencing from 22
June 2011 subject to termination in certain circumstance as stimulated
in the relevant service contracts. At each annual general meeting, one
third of the Directors for the time being (of if their number is not a multiple
of three, then the number nearest to but not less than one third) will
retire from office by rotation provided that every Director shall be subject
to retirement at an annual general meeting at least once every three
years. Any Director appointed to fill a casual vacancy shall hold office
until the first general meeting of members after his appointment and be
subject to re-election at such meeting and any Director appointed as
an addition to the existing board shall hold office only until the next
following annual general meeting of the Company and shall then be
eligible for re-election.

Number of Meetings and Directors’
Attendance

Regular board meetings should be held at least four times a year at
approximately quarterly intervals for reviewing and approving the financial
and operating performance, and considering and approving the overall
strategies and policies of the Company.
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The terms of reference of the Remuneration Committee are aligned with
the provisions set out in the CG Code. The role of the Remuneration
Committee is to recommend to the Board a framework for remunerating
the Directors and key executives and to determine specific remuneration
packages for them. They are provided with sufficient resources by the
Company to discharge its duties.

No meeting has been held by the remuneration committee from the
Listing Date to 31 December 2011.

Nomination Committee

The Board is empowered under the Company’s articles of association
to appoint any person as a director to fill a casual vacancy on or as an
additional member of the Board. Qualified candidates will be proposed
to the Board for consideration and the selection criteria are based on
the assessment of their professional qualifications and experience,
character and integrity.

The Company has established a nomination committee on 22 June 2011
for making recommendations to the Board on appointment of Directors
and succession planning for the Directors. The terms of reference of
the nomination committee are aligned with the provisions set out in CG
Code.

The nomination committee comprises one executive Director and one
non-executive Director and three independent non-executive Directors,
namely Mr. Wong William, Mr. De Weyer Daniel Ludovicus Joannes, Mr.
Tsoi Wing Sum and Dr. Wong Hak Kun Jerry and is chaired by Mr. Tam
Kwok Ming Banny.

No meeting has been held by the nomination committee from the Listing
Date to 31 December 2011.
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Audit Committee

The Company has established an Audit Committee on 22 June 2011
with written terms of reference that set out the authorities and duties of
the Audit Committee adopted by the Board. The audit committee
comprises the three independent non-executive Directors and headed
by Mr. Tam Kwok Ming Banny who has appropriate professional
qualifications and experience in financial matters. The terms of reference
of the Audit Committee are aligned with the provisions set out in the CG
Code. The audit committee performs, amongst others, the following
functions:

o ensure that co-operation is given by the Company’s management
to the external auditors where applicable;

° review the Group’s quarterly, half yearly and annual results
announcements and the financial statements prior to their
recommendations to the Board for approval; and

o review the Group’s financial reporting process and internal control
system.

The Audit Committee has reviewed the consolidated financial statements,
including the accounting principles and practices adopted by the Group,
which was of the opinion that such reports were prepared in accordance
with the applicable accounting standard and requirements. The Audit
Committee has also discussed with the Group’s independent auditors
and considers the system of the internal control of the Group to be
effective and that the Group had adopted the necessary control
mechanisms to its financial, operational, statutory compliance and risk
management functions.

Internal Controls

The audit committee reviews the adequacy of the Company’s internal
financial controls, operational and compliance controls, and risk
management policies and systems established by the management of
the Company (collectively “internal controls”).
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The Board is responsible for the overall internal control framework and
is fully aware of the need to put in place a system of internal controls
within the Group to safeguard the interests of the Company’s
shareholders and the Group’s assets, and to manage risks. The Board
also acknowledges that no cost effective internal control system will
preclude all errors and irregularities. A system is designed to manage
rather than eliminate the risk of failure to achieve business objectives,
and can provide only reasonable and not absolute assurance against
material misstatement or loss.

Internal Audit

The Company does not have in place an independent internal audit
function as the board is of the view that the appointment is not imminent
under current circumstances, taking into account the current operate
structure and scope of the Group’s operations. The Group has
outsourced the internal audit function to a C.P.A. firm.

External Auditor and Auditors’ Remuneration

The statement of the external auditor of the Company on their reporting
responsibilities and opinion on the Group’s financial statements for the
year ended 31 December 2011 is set out in the section headed
“Independent Auditor’s Report” in this annual report.

The audit committee of the Company is responsible for considering the
appointment of the external auditor and reviewing any non-audit
functions performed by the external auditor, including whether such non-
audit functions could lead to any potential material adverse effect on
the Company.

During the year ended 31 December 2011, the Group has incurred an
aggregate fee of approximately HK$1 million to the external auditor.
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Directors, Responsibilities for the Financial
Statements

The Directors are responsible for the preparation of the financial
statements for each financial year which gives a true and fair view. In
preparing the financial statements, appropriate accounting policies and
standard are selected and applied consistently.

Company Secretary

Mr. Kam Tik Lun, the Company Secretary, is accessible by all Directors
for advice and services with a view of ensuring that Board procedures
are followed. He assists the Chairman of the Board and its committees
in preparing agendas for meetings and in preparing and disseminating
Board papers to the Directors and Board Committee members in a timely
and comprehensive manner. The Company Secretary is also directly
responsible for the overall corporate governance and compliance with
the continuing obligations of the Listing Rules, Companies Ordinance
and the SFO, including timely dissemination of announcements and
information relating to the Group to the market and ensuring that proper
notification of Directors’ dealings in securities of the Group is made. Mr.
Kam’s qualification has been set out under the section “Directors and
Senior Management Biographies”

Investor Relations

The Company believes that maintaining a high level of transparency is a
key to enhancing investor relations. It is committed to a policy of open
and timely disclosure of corporate information to its shareholders and
investment public.

The Company updates its shareholders on its latest business
developments and financial performance through its annual, interim and
quarterly reports. The corporate website of the Company
(www.legendstrategy.com) has provided an effective communication
platform to the public and the shareholders.
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Executive Directors

Mr. Fong, Man Kelvin (75 X), aged 49, is the chairman of the Company
and was appointed as an executive Director on 23 February 2011. He
is responsible for the daily operation of the Group and overall strategic
planning and management of the Group. He is also actively involved in
designing hotels, including both the leased-and-operated hotels and
hotels under the hotel consultancy agreements, for developing the
Group’s business. Mr. Fong holds the degree of bachelor of arts in
architecture from the University of Lincoln, the degree of master of
science in architecture from the University College London and the
degree of master of business administration from the University of
Sheffield in the United Kingdom. Mr. Fong also obtained his postgraduate
diploma in architecture from the University College London in the United
Kingdom. Mr. Fong is the spouse of Ms. Wong Pit Lai Vera, the marketing
manager of the Group.

Mr. Wong, William (B4 &) (formerly named “Mr. Wong, Hiu Fan William
(E=BEM)”), aged 40, is the chief executive officer of the Company. He
was appointed as an executive Director on 23 February 2011.. He is
responsible for daily operation of the Group, investor relations and
overseeing the corporate development of the Group. He also plays an
important role in identifying strategic partners and developing the Group’s
business. He obtained the bachelor of science in finance from the City
University of Hong Kong.

Non-Executive Director

Mr. De Weyer, Daniel Ludovicus Joannes (& f&1=), aged 56, was
appointed as a non-executive Director on 22 June 2011. Mr. De Weyer
obtained his diploma for the academic degree of licentiate in applied
economics at the Universitaire Faculteiten Sint-Ignatius Antwerpen in
Antwerp, Belgium and the dealing certificate from International Capital
Markets Association foundation, Montreux, Switzerland. Mr. De Weyer
worked for a premier European Bankassurance group with assignments
in Bahrain, Los Angeles and New York. He has also worked in various
positions for an industry owned cooperative SWIFT Asia-Pacific where
he held positions including Regional Head of sales, Senior Manager
Market infrastructures and Partner Relations, and currently Global Client
Director.
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Independent Non-Executive Directors

Mr. Tam, Kwok Ming Banny (REEf Bi), aged 49, was appointed as an
independent non-executive Director on 22 June 2011. Mr. Tam was
awarded the post-experience certificate in accountancy from Hong Kong
Polytechnic University . Mr. Tam is a practising certified public accountant
in Hong Kong and an associate of the Association of Chartered Certified
Accountants. Currently Mr. Tam is a sole practitioner of YATA, a certified
public accounting firm. Mr. Tam is an independent non-executive director
of Inner Mongolia Yitai Coal Company Limited, a company listed on the
Shanghai Stock Exchange and China 3D Digital Entertainment Limited,
a company listed on the Growth Enterprise Market of the Stock Exchange
of Hong Kong.

Dr. Wong, Hak Kun Jerry (E % &), aged 56, was appointed as an
independent non-executive Director on 22 June 2011. Dr. Wong obtained
his master of business administration in international management from
Royal Melbourne Institute of Technology in Australia and doctorate in
business administration from the Bulacan State University in the Republic
of the Philippines. Dr. Wong also holds a bachelor’s degree in theology
from the Alliance Bible Seminary and a master’s degree of Christian
Ministry from the Alliance Bible Seminary. Dr. Wong has also been the
chairman of Happy Tree Social Services, a charity organisation, which
aims at providing social services to the disadvantaged minorities over
the world.

Mr. Tsoi, Wing Sum (288 £%), aged 39, was appointed as an independent
non-executive Director on 22 June 2011. Mr. Tsoi obtained his bachelor’s
degree in pharmacy from the University of the State of New York. He
also obtained a master’s degree in business administration from the
University of London. He currently works in AstraZeneca Hong Kong
Limited, a multi-national pharmaceutical company and now serves as
an associate sales manager.
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Senior Management

Ms. He An Ying (fil = %), aged 43, is the administrative manager and
human resources manager of the Group. Ms. He joined the Group in
December 2005 and is responsible for overseeing the application of
various licences required for the operation of the Group, liaising with
the relevant government authorities for inspection, purchasing of
materials for the operation of the Group’s hotels. Ms. He completed the
ISO 9001: 2000 Internal Quality Auditor Course organised by EEiE 2 &
IBEAA A PR A &) (Kaugdaxin Management Consulting Company Limited®)

Mr. Zhang Guo Xing (3R B £), aged 33, is the finance manager of the
Group. Mr. Zhang joined the Group in July 2007 and is responsible for
overseeing the finance department of the Group. Mr. Zhang studied
industrial management and obtained a bachelor’s degree in engineering
from Hunan University in the PRC. He also obtained a qualification
certificate of Speciality and Technology in Accounting of intermediate
level issued by A2 A R EFE A F 2 (Ministry of Personnel®).

Ms. Li Yu Zhen (Z2E®), aged 49, is a senior district manager of the
Group. Ms. Li joined the Group in January 2006 and is responsible for
supervision of hotel operation, hotel room sales and customer relations.
Ms. Li obtained several awards in the hotel industry, including the
Advanced Worker Award (5t# T {E#) by the aforesaid companies, for
her outstanding performance.

Ms. Wong Pit Lai Vera (4 ), aged 40, was appointed as the marketing
manager of the Group in June 2011. Ms. Wong joined the Group since
February 2011 as the director of Yuelai Inn. Ms. Wong obtained her
bachelor degree in clothing from Hong Kong Polytechnic University and
her master of science degree in management (business) from Hong Kong
Polytechnic University. She is the spouse of Mr. Fong Man, Kelvin, the
chairman of the Company.
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The directors have pleasure in submitting their report together with the
audited consolidated financial statements of the Company, and its
subsidiaries (collectively the “Group”) for the year ended 31 December
2011.

Principal activities

The principal activity of the Company is investment holding. The
subsidiaries are principally engaged in operating budget hip hotels and
providing hotel consultancy services in the PRC. There was no significant
change in its activities during the year.

Segment information

An analysis of the Group’s performance for the year by business
segments is set out in Note 5 to the consolidated financial statements.

Results and Dividends

The results of the Group for the year ended 31 December 2011 are set
out in the consolidated financial statements on pages 45 of this annual
report.

The directors do not recommend payment of any dividend in respect of
the year ended 31 December 2011.

Property, plant and equipment

Details of the movements in property, plant and equipment of the Group
during the year are set out in Note 14 to the consolidated financial
statements.

Share capital

Details of the movements in the Company’s share capital during the
year are set out in Note 19 to the consolidated financial statements.

Distributable reserves

As at 31 December 2011, the Company’s reserves available for
distribution to shareholders comprising share premium account plus
retained earnings, amounted to approximately HK$23,280,000.

5T

mD

R

EEMAZBEBEALARALEMB LA
BB ARBDHE_T——F+_A=1—
B FENKEREAMTRE

TEXRK

ARRZ TBEBARERE - HHBAT
%%#ﬁ%%ﬁ%%@ﬁﬁ@E&kh@E@
RIBRAS « AR - ARE T EEH LRI
AEAED -

7 EBEF

NEBFRNREGD B D 2 ZE D TERLER
BTSRRI EES ©

EENRDIK
AREEHEE-_T——F+_A=+—HILFE

MREHNANFRFELASE 2R EMBREK -
EETERRNEE
B ZERBRE -

M=E - BERRE
AREZNE - BERRENEAHEDHE

—B——Ft-A=t-

HRGRE TS RERMFE14 -

fi% 25

AR BIRARFE NN S EFEHRERE M5 H
FHFE19 o

o] 1 72k 1

RZE——F+=-_A=+—8 ' AQAJHS
K TFRREZ FHEBERDRERNRERZF
%9 /%23,280,00078 JT, °



Reserves

Details of movements in the reserves of the Company and the Group
during the year are set out in Note 20 to the consolidated financial
statements and in the consolidated statement of changes in the equity
on page 49 respectively.

Pre-emptive rights

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

Major Customers and Suppliers

The Group’s customers can be catergorised into two types, namely hotel
guests and hotel investors under the hotel consultancy.

For the financial year ended 31 December 2011, the Group’s five largest
customers in aggregate accounted for approximately 54.4% (2010:
29.6%) of the total sales and the Group’s largest customer accounted
for approximately 28.7% (2010: 19.1%) of total sales.

The main suppliers of the Group comprise of suppliers of disposable
amenities, cleaning products and laundry services. For the financial year
ended 31 December 2011, the Group’s five largest suppliers in aggregate
accounted for approximately 78.45% (2010: 98.3%) of the total
purchases and purchases from the largest supplier accounted for
approximately 28.9% (2010: 51.1%) of total purchases.

None of the Directors, their associates or any shareholders of the
Company (which, to the best knowledge of the Directors, own more
than 5% of the Company’s issued share capital) had any interest in the
Group'’s five largest customers and suppliers during the financial year
ended 31 December 2011.

Group Financial Summary

A summary of the results of the Group for year ended 31 December
2011 is set out on page 120 of the annual report.
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Directors

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

Executive directors:
Mr. Fong, Man Kelvin (Chairman)
Mr. Wong, William (Chief Executive Officer)

Non-executive director:
Mr. De Weyer, Daniel Ludovicus Joannes

Independent non-executive directors:
Mr. Tam, Kwok Ming Banny

Mr. Tsoi, Wing Sum

Dr. Wong, Hak Kun Jerry

The terms of office of each director are subject to retirement by rotation
in accordance with the Company’s Articles of Association.

Directors’ and Senior Management'’s
Biographies

Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 30 to 33 of the annual
report.

Directors’ Service Contracts

No director proposed for re-election at the forthcoming annual general
meeting has a service contract with the Company which is not
determinable by the Company within one year without payment of
compensation, other than statutory compensation.

Directors’ Interests in Contracts of
Significance

No director had a material interest, either directly or indirectly, in any
contract of significance to the business of the Group to which the
Company or any of its subsidiaries was a party during the year ended
31 December 2011.
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Confirmation of Independence of
Independent Non-executive Directors

The Company has received from each of its independent non-executive
Directors, namely Mr. Tam, Kwok Ming Banny, Mr. Tsoi, Wing Sum and Dr.
Wong, Hak Kun Jerry, an annual confirmation of his independence pursuant
to Rule 5.09 of the GEM Listing Rules and the Company considers the
independent non-executive directors remained independent.

Directors’ and Chief Executives’ Interest and
Short Positions in Shares, Underlying Shares
and Debentures of the Company

At 31 December 2011, the interests or short positions of the Directors
in the shares (“Shares”), underlying shares and debentures of the
Company or any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (“SFO”)) which were
notified to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests or short positions
which they have taken or deemed to have under such provisions of the
SFO), or which were required, pursuant to Section 352 of the SFO, to
be entered in the register referred to therein, or which were required,
pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules, to be notified
to the Company and the Stock Exchange, were as follows:

Long positions in shares of the Company
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Percentage of

Name Capacity Number of shares shareholding
=L 56 IR & B RFER DL
Mr. Fong, Man Kelvin (Note 1) Beneficial Owner 99,759,466 55.4%
73 X 5 A (P EE) EREEA

Mr. De Weyer, Daniel Ludovicus Joannes (Note 2) Beneficial Owner 10,523,655 5.8%

BECEE (HEE2) EmEAA

Notes:

1. Ms. Wong Pit Lai, Vera is the spouse of Mr. Fong. Therefore, Ms. Wong
Pit Lai Vera is deemed to be interested in the 99,759,466 shares in which
Mr. Fong is interested for the purpose of the SFO.

2. Ms. Makoto Nishimura is the spouse of Mr. De Weyer, Daniel Ludovicus
Joannes. Therefore, Ms. Makoto Nishimura is deemed to be interested in
the 10,523,655 shares in which Mr. De Weyer, Daniel Ludovicus Joannes
is interested for the purpose of the SFO.
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During the year ended 31 December 2011, there were no debt securities
issued by the Group at any time. Save as disclosed herein, as at 31
December 2011, none of the Directors or chief executive of the Company
or their associates had any interests and short positions in any shares,
underlying shares or debentures of the Company or any associated
corporations (within the meaning of Part XV of the SFO) which were
required to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests or short
positions which each of them has taken or deemed to have taken under
the provisions of the SFO); or which were required, pursuant to section
352 of the SFO, to be entered into the register referred to therein; or
which were required, pursuant to Rules 5.46 to 5.67 of the GEM Listing
Rules, to be notified to the Company and the Stock Exchange.

Substantial Shareholders’ and Other Persons’
Interests and Short Positions in Shares,
Underlying Shares and Debentures of the
Company

For the year ended 31 December 2011, so far as is known to the
Directors, the following persons, not being Directors or chief executive
of the Company had, or were deemed to have, interests or short position
in the Shares or underlying Shares which would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO; or who is directly or indirectly, to be interested in 5% or more of
the nominal value of any class of share capital carrying rights to vote in
all circumstances at general meetings of any member of the Group:

Long positions in shares of the Company
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Name Capacity Number of Shares shareholding
=E g6 Iz 3 B B BRETDL
Mr. Qiu Dai Lun (Note 1) Beneficial Owner 10,800,000 6.0%
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Note:
1. Ms. Cheng Xiaomin is the spouse of Mr. Qiu Dai Lun. Therefore, Ms. Cheng

Xiaomin is deemed to be interested in the 10,800,000 shares in which Mr.
Qiu Dai Lun is interested for the purpose of the SFO.
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During the year ended 31 December 2011, there were no debt securities
issued by the Group at any time. Save as disclosed above, as at 31
December 2011, the Directors are not aware of any other person, other
than the Directors and the chief executive of the Company who had, or
was deemed to have, interest or short position in the Shares or underlying
Shares which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO; or who is directly
or indirectly, to be interested in 5% or more of the nominal value of any
class of share capital carrying rights to vote in all circumstances at
general meetings of any other member of the Group or options in respect
of such share capital.

Directors’ Interests in a Competing Business

For the year ended 31 December 2011, the directors are not aware of
any business or interest of the directors, the management of the
Company and their respective associates (as defined under the GEM
Listing Rules) that compete or may compete with the business of the
Group and any other conflict of interest which any such person has or
may have with the Group.

Purchase, Redemption or Sale of Securities

Neither the Company, nor any of its subsidiaries had purchased,
redeemed or sold any of the Company’s listed securities during the year.

Sufficiency of Public Float

Based on the information that is publicly available to the Company and
within the knowledge of the Directors as at the latest practicable date
prior to issue of this report, the Company has maintained the sufficient
public float under the GEM Listing Rules.

Employees and Remuneration Policies

As at 31 December 2011, the Group had more than 100 employees.
Remunerations of the Group’s employees are determined in accordance
with the terms of government policies and by reference to market level
and the performance, qualifications and experience of employees.
Discretionary bonuses are paid to few employees as recognition of and
reward for their contribution to the corporate development. Other benefits
include contributions to retirement schemes, medical schemes,
unemployment insurance schemes and housing allowances.
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Connected Transactions

There were no connected transactions or continuing connected
transactions of the Company under Chapter 20 of the GEM Listing Rules
which are subject to the reporting, announcement or independent
shareholders’ approval requirements under the GEM Listing Rules.

Interest of the Compliance Adviser

At 31 December 2011, except for the agreement entered into between
the Company and Quam Capital Limited, the Company’s compliance
adviser on 27 June 2011, neither the Company’s compliance adviser
nor its directors, employees or associates had any interest in the share
capital of the Company or any member of the Group (including options
or rights to subscribe for such securities) as notified by the Company’s
compliance adviser.

Share Option Scheme

The Company adopted the Scheme on 22 June 2011 which will remain
in force for a period of 10 years from the effective date of the Scheme
and will expire on 21 June 2021.

Under the Scheme, the Directors may at their discretion grant options
to (i) any employee of any member of the Group or any entity in which
any member of the Group holds any equity interest (the “Invested Entity”);
(i) any executive and non-executive Directors of any member of the
Group or any Invested Entity; (iii) any supplier and customer of any
member of the Group or any Invested Entity; (iv) any person or entity
that provides research, development or other technological support to
any member of the Group or any Invested Entity; (v) any shareholder of
any member of the Group or any Invested Entity or any holder of any
securities issued or proposed to be issued by any member of the Group
or any Invested Entity; or (vi) any adviser or consultant of any member
of the Group or any Invested Entity to subscribe for the shares of the
Company.
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The maximum number of shares in respect to which options may be
granted under the Scheme shall not exceed 10% of the issued share
capital of the Company on the date of adopting the Scheme. The limit
may be refreshed at any time provided that the new limit must not be in
aggregate exceed 10% of the issued share capital of the Company as
at the date of the shareholders’ approval in general meeting. However,
the total number of shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under the Scheme
and any other scheme of the Company must not in aggregate exceed
30% of the shares in issue from time to time. The maximum number of
shares in respect of which options may be granted to any individual in
any 12-month period shall not exceed 1% of the shares in issue on the
last date of such 12-month period unless approval of the shareholders
of the Company has been obtained in accordance with the GEM Listing
Rules. A nominal consideration of HK$1 is payable on acceptance of
the grant of an option.

Options may be exercised at any time from the date of grant of the
option to the 10th anniversary of the date of grant as may be determined
by the Directors. The exercise price is determined by the Directors, and
will not be less than the highest of (i) the closing price per share as
stated in the Stock Exchange’s daily quotations sheets on the date of
the grant of the options; (i) the average closing price per share as stated
in the Stock Exchange’s daily quotations sheets for the five business
days immediately preceding the date of the grant of the options; or (i)
the nominal value of a share.

During the financial year ended 31 December 2011, no share option
was granted, exercised, expired or lapsed and there is no outstanding
share option under the Scheme.

Events After the Reporting Period

Details of the significant events after the reporting period of the Group
are set out in Note 32 to the consolidated financial statements.
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INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS OF LEGEND STRATEGY
INTERNATIONAL HOLDINGS GROUP COMPANY LIMITED
(incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of Legend
Strategy International Holdings Group Company Limited (the “Company”)
and its subsidiaries (together, the “Group”) set out on pages 45 to 119,
which comprise the consolidated and company statements of financial
position as at 31 December 2011, and the consolidated statement of
comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended,
and a summary of significant accounting policies and other explanatory
information.

Directors’ Responsibility for the
Consolidated Financial Statements

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

Auditor’s Responsibility

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

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s
preparation of consolidated financial statements that give a true and
fair view in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the consolidated financial
statements.

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

Opinion

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Company and of the Group as at 31
December 2011, and of the Group’s profit and cash flows for the year
then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 23 March 2012
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—E—FFRH
E=IANGPAN
CONSOLIDATED STATEMENT OF TETHE
COMPREHENSIVE INCOME Weam
For the year ended 31 December 2011 BE-_Z—F+-_A=1+—BIEE
2011 2010
—E——F —T-FF
Note HK$ HK$
M 5 BT 7B TT
Revenue 1451 5 69,592,354 37,317,933
Operating lease expenses BEMARL . (9,984,386) (7,492,727)
Depreciation of property, plant ~ #1% - HE R REHITE
and equipment 14 (7,091,127) (6,368,671)
Employee benefit expenses 1E B & F 5 2 7 (7,092,137) (4,039,804)
Utilities N i (1,732,733) (1,429,882)
Other operating expenses H @R 6 (12,182,966) (4,380,740)
Operating profit egsy 31,509,005 = 13,606,109
Finance income BMEWA 60,539 52,402
Finance cost & B AN (204,312) (135,844)
Finance cost —net RERAFE 8 (143,773 (83,442)
Share of results of jointly DG ERESI B EE
_ controlled entities ____ _ _ _ _ _ _ _ _ _ __ _ _ _________________ (2,513,199) -
Profit before income tax BRATS B A0 A 28,852,033 13,522,667
Income tax expense TS5 #iF X2 9 (7,587,350) (3,973,136)
Profit for the year FRER 21,264,683 9,549,531
Other comprehensive income: Eﬁﬂ%?éﬂ&)\ :
Currency translation differences & ¥, =458 562,711 548,765
Total comprehensive income FRGEWAEE
for the year 21,827,394 10,098,296
Profit attributable to: T3 A :l:@ﬂ?)‘i:iﬂ :
Equity holders of the Company ~ AR El#Ea A A 21,264,683 9,185,202
Non-controlling interest FE TR I 1 4 2 - 364,329
21,264,683 9,549,531
Total comprehensive income T 5 A LtFEGLREUWALEE :
attributable to:
Equity holders of the Company ~ ANQR)#Ezm# A A 21,827,394 9,680,370
Non-controlling interest FE 122 Il 14 A 2 - 417,926
21,827,394 10,098,296
Earnings per share for profit FARRBIERFTFEA
attributable to the equity i lapea ﬂ 7 =A% 2 7|
holders of the Company
during the year
— Basic and diluted — EARKESE (B
(Hong Kong cents) 11 13.63 6.80

F52E120E MK E B4R A TSR R A 4K

The notes on pages 52 to 120 are an integral part of these consolidated 25
B e

financial statements.
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LEGEND STRATEGY INTERNATIONAL HOLDINGS GROUP COMPANY LIMITED

pEEREEERERA

CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

As at 31 December 2011

7 7%

RZE——F+ZA=+—H

2011 2010
—E——F —E-FF
Note HK$ HK$
M e BT BT
ASSETS EE
Non-current assets FERBEE
Property, plant and equipment M BB NERE 14 28,994,945 24,212,636
Prepayment for property, Mz - RE R BB TENRIEA
plant and equipment 15 5,000,000 —
Rental deposits HEZS 15 1,212,228 934,358
Prepaid operating lease TEREEND 16 11,722,821 295,577
Interests in jointly controlled entities 7t [F3% 41| B 82 » k& 25 17 9,503,801 =
Deferred income tax assets RIEFTIS TR EE 24 1,788,265 1,529,620
58,222,060 26,972,191
Current assets REBEE
Trade and other receivables JEUNE 5 & H b BR X 15 32,773,728 4,362,218
Cash and cash equivalents RehkBHeEEY 18 16,150,556 263,590
48,924,284 4,625,808
Total assets EESE 107,146,344 31,597,999
EQUITY =
Capital and reserves AATEEFEA
attributable to the equity BLEERE #HE
holders of the Company
Share capital % 7R 19 1,800,001 —
Reserves B 20 83,741,413 15,285,116
Total equity EREE 85,541,414 15,285,116
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—E——FFHR
2011 2010
—E——F —F—ZF
Note HK$ HK$
M =E BT BT
LIABILITIES =L
Non-current liabilities FkRBEE
Provision for asset retirement WEEEEREE 21 3,278,455 3,010,390
Finance lease liabilities MmEHEAE 22 1,301,638 —
4,580,093 3,010,390
Current liabilities RBEE
Trade and other payables JEINE S R E b ERFR 23 8,217,551 7,650,611
Amount due to a director JENEEFKIA 31 582,031 1,338,103
Current income tax liabilities BHIFTSHAR 7,836,051 4,313,779
Finance lease liabilities mEREAE 22 389,204 —
17,024,837 13,302,493
Total liabilities EERE 21,604,930 16,312,883
Total equity and liabilities EEkEEAR 107,146,344 31,597,999
Net current assets/(liabilities) FREBEE (A1) 31,899,447 (8,676,685)
Total assets less current EEAERRBAEE
liabilities 90,121,507 18,295,506
The consolidated financial statements on pages 45 to 120 were approved ~ B45ZF 1202 46 s R ER T ——F =

by the Board of Directors on 23 March 2012 and were signed on its

behalf.

Fong Man, Kelvin

X

Chairman and Executive Director

FERHITEFE

A-T=REEESHE  TATIALER

Wi -

Wong William
'ERR

Executive Director and Chief Executive Officer

The notes on pages 52 to 120 are an integral part of these consolidated

financial statements.

HITEERITRARH

F52E120E MK AL E
2B o

BT ERR A
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LEGEND STRATEGY INTERNATIONAL HOLDINGS GROUP COMPANY LIMITED

MWEBERSEZERBR AT

STATEMENT OF FINANCIAL

POSITION

As at 31 December 2011

B 15
AR

RZE——F+ZA=+—H

2011
—E——fF
Note HK$
B 5 BT
ASSETS BE
Non-current asset FERBEE
Investment in a subsidiary R—EHRBRRZIKE 25 37,507,647
Current asset REEE
Other receivables H fth f& Y 5K I8 15 1,758,689
Total assets BEME 39,266,336
EQUITY =
Capital and reserves RATERZFEA
attributable to the equity EBEERK G
holders of the Company
Share capital &N 19 1,800,001
Reserves e 20 36,821,435
Total equity AR 38,621,436
LIABILITIES =R
Current liabilities RBEE
Amount due to a subsidiary FE — M B A Al ZkIB 25 636,900
Accruals fEETIE B 23 8,000
644,900
Total liabilities BEHAEE 644,900
Total equity and liabilities EEkEEAE 39,266,336
Net current assets BRBEE 1,113,789
Total assets less current EEABRRBAERE
liabilities 38,621,436

FBASE120Z2 IR EMBEREER _TE——F =
B-t=HEEE2E  WHTIALESE

The financial statements on pages 45 to 120 were approved by the
Board of Directors on 23 March 2012 and were signed on its behalf.

R -
Fong Man, Kelvin Wong William
B X ERER
Chairman and Executive Director Executive Director and Chief Executive Officer
FEENTEE HITEFRITHABE

The notes on pages 52 to 120 are an integral part of these consolidated ~ 552F 1208 B 5 A A 4R A B SRR BV AE Ak
financial statements. B o



CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

For the year ended 31 December 2011

=lVAN
AR A

—H= \ 7
(=]

EE T

L ES

BE-T——5+-A=+—ALEE

Attributable to equity holders

Annual Report 2011
—T—FFR

of the Company
NG £ 2N
Non-
Share Share controlling
capital premium Reserves Total interest Total
(Note 19) (Note 20) (Note 20)
g R EE ; B FREMER Az
(F3E19) (Ffi3£20) (Fi3E20)
HK$ HK$ HK$ HK$ HKS HK$
BT BT BT BT BT BT
Balance at 1 January 2010 R_E-EF
—R—B&#% - —  (14557,729) (14,557,729) 2,393,525  (12,164,204)
Profit for the year ERHH - - 9,185,202 9,185,202 364,329 9,549,531
Other comprehensive income: bV ONE
Currency translation differences EEhEES - - 495,168 495,168 53,597 548,765
Total comprehensive income ENGRERABE
for the year - - 9,680,370 9,680,370 417,926 10,098,296
Equity acquired from a W B {1
non-controlling shareholder R R - - (588,549) (588,549)  (2,811,451) (3,400,000
Shareholder’s contribution BETE
(note 20(iv)) (B &E20(v) - — 20,751,024 20,751,024 — 20,751,024
Balance at 31 December 2010 RZT—%F
+ZA=T—H&# — — 15285116 15,285,116 — 15,285,116
Balance at 1 January 2011 R_E——F
—R—BE#% - - 15285,116 15,285,116 - 15,285,116
Profit for the year FERHH - — 21,264,683 21,264,683 - 21,264,683
Other comprehensive income: bV ONE
Currency translation differences ~ E¥BEZE - - 562,711 562,711 - 562,711
Total comprehensive income ENGRERABE
for the year - - 21,827,394 21,827,394 - 21,827,394
Share swap pursuant to RESEHH
group reorganisation MmERRA
(note 20(i) (P £ 20(i)) 1,350,001 - 8,598,659 9,948,660 - 9,948,660
Issuance of shares upon placing, ~ REEBETRH
net of share issuing expenses (MBROHETER)
(note 19(e)) (B EE19(e) 450,000 38,030,244 — 38,480,244 - 38,480,244
Balance at 31 December 2011 R-Z——4F
+ZA=1+—H&# 1,800,001 38,030,244 45,711,169 85,541,414 - 85,541,414

The notes on pages 52 to 120 are an integral part of these consolidated

financial statements.

F52E120E MK E AN 4R A TSR R A 4K

Yaras
o e
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LEGEND STRATEGY INTERNATIONAL HOLDINGS GROUP COMPANY LIMITED

pEEREEERERA

CONSOLIDATED STATEMENT OF

CASH FLOWS

For the year ended 31 December 2011

4= A H
mEx

BE-T——5+-A=+—ALEE

2011 2010
—E——F —E—=F
Note HK$ HK$
Bt 5+ BT BT
Cash flows from RETHEENHRESRE
operating activities
Cash generated from operations &&EAERIRE 27 (2,010,402) 15,055,682
Hong Kong profits tax paid BB BFSR (491,660) -
PRC income tax paid BRI AS (3,794,394) —
Net cash (used in)/generated wEEE (A EX
from operating activities B & 55 (6,296,456) 15,055,682
Cash flows from RETHEENRESRE
investing activities
Purchase of property, plant BEWME  BWELEE
and equipment 14 (10,933,888) (171,694)
Investments in jointly REREH BB 2 IRE
controlled entities 17 (12,017,000) —
Increase in prepayment for e
property, plant and equipment K55 A5 2 TR AN SRIB 8 AN 15 (5,000,000) —
Interest received B A B 580 49
Net cash used in investing activities 1% & & &) At IR & F 58 (27,950,308) (171,6495)
Cash flows from RMETEEENESRE
financing activities
Decrease in amount FETE S FIBR D
due to a director — (12,438,859
Consideration paid for acquiring B — % JE#E i A 3=
the equity of a subsidiary W RS M A Rl = AR E
from a non-controlling
shareholder - (2,400,000)
Capital injection to a subsidiary R [A—HEK B AREE
by shareholders 19(b) 9,990,000 —
Proceeds from issuance of REEEREITRGD ZFAEHKIE
shares upon placing, net (kAR MHEITER)
of share issuing expenses 19(e) 38,480,244 —
Net inception of TrmEHEas EFHE
finance lease liabilities 1,636,471 —
Net cash from/(used in) mbEEEFTE, (BT )
financing activities KR & F 5 50,106,715 (14,838,859)
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—E—FFRH
2011 2010
—E——F —F—ZF
Note HK$ HK$
M 5 BT S TT
Net increase in cash and HeRBESEEYWEMEE
cash equivalents 15,859,951 45,178
Cash and cash equivalents at FUNBE e RRSEEY
beginning of the year 263,590 212,110
Exchange gains on cash e kREeFEYER WE
and cash equivalents 27,015 6,302
Cash and cash equivalents FERNRERRESEEY
at end of the year 18 16,150,556 263,590
The notes on pages 52 to 120 are an integral part of these consolidated ~ F52Z 120 B KM 2 /3 Akr & B 75 30 5R B0 ALK

financial statements.
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LEGEND STRATEGY INTERNATIONAL HOLDINGS GROUP COMPANY LIMITED
aBERKEZR AR A A

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

1

General information and group
reorganisation

1.1

1.2

General information

Legend Strategy International Holdings Group Company
Limited (the “Company”) was incorporated in the Cayman
Islands on 23 February 2011 as an exempted company with
limited liability under the Companies Law Cap 22 (Law 3 of
1961, as consolidated and revised) of the Cayman Islands.
The address of the Company’s registered office is Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-
1111, Cayman Islands.

The Company'’s shares were listed on the Growth Enterprise
Market (“GEM”) of The Stock Exchange of Hong Kong Limited
on 15 July 2011.

The Company is an investment holding company and its
subsidiaries are principally engaged in the budget hotel
operations and provision of hotel consultancy services in the
People’s Republic of China (the “PRC”).

These consolidated financial statements are presented in
Hong Kong dollars (“HK$”), unless otherwise stated. These
consolidated financial statements have been approved for
issue by the Board of Directors on 23 March 2012.

Group reorganisation

In preparation for the listing of the Company’s shares on the
GEM of The Stock Exchange of Hong Kong Limited, the
following reorganisation steps (the “Reorganisation”) were
carried out:

(@ On 22 December 2010, Mr. Fong transferred his 60%
equity interest in Moon Ko Development International
Limited (“Moon Ko”) to Legend Strategy Limited
(“Legend Strategy”) at a consideration of HK$1.

3 I
=L S

1

2>

pluns!

IR e

—REHMREEEAR

1.1

1.2

—REHR
WERBRSEERBRAR ([RAA
ADR=FE——F-_A=+=HR1
BHREHSRARIEFE22E (— K
—FE=90R0 - KERE RIERD
ERSHETMKIAEREER
BEEAFR - ARGEMF SRR
Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman,
KY1-1111, Cayman Islands °

ARFRGR-F——FLATE
AREBHAZBHERAALE
1R (TRIZIR)) £ -

ARBR—HEREZERAT - A
BRAAEZERHEARKME (T
IR E]) REELERBEIEER
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HeE FZE o
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FHhBEERAR ([$hE]) -
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1

General information and group
reorganisation (Continued)

1.2 Group reorganisation (Continued)

(0)

On 24 March 2011, Mr. Fong transferred his 100%
equity interest in Lai Ying International Limited (“Lai
Ying”) to Legend Strategy International Limited
(“Legend Strategy International”), a wholly owned
subsidiary directly held by the Company. At the date
of transfer, Lai Ying held 65% equity interest in Legend
Strategy. In return, the Company issued and allotted
87,750,000 new shares of HK$0.01 each to Mr. Fong
as consideration.

On 27 April 2011, each of the then shareholders of
Triple Leaf Limited (“Triple Leaf”) transferred to Legend
Strategy International its equity interest and
shareholders’ loan to Triple Leaf. At the date of transfer,
Triple Leaf held 14% equity interest in Legend Strategy.
In return, the Company issued and allotted a total of
18,900,000 new shares of HK$0.01 each to the then
shareholders of Triple Leaf as consideration.

On 19 June 2011, each of the then shareholders of
Legend Strategy other than Legend Strategy
International transfer its equity interest which
represented a totaling of 21% equity interest in Legend
Strategy to Legend Strategy International. In return,
the Company issued and allotted a total of 28,350,000
new shares of HK$0.01 each to these shareholders as
consideration.

1

Annual Report 2011
—E—FFRH

—REMREBEEA »

1.2 EBE4A »)

(0)
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E0.01B T R T =%
ERNSBRRERRE -

Rn—_ZE——FXAThAB "
B & R MR R (Bh/E BB A%
BRRBRIN) & BEEE RS
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LEGEND STRATEGY INTERNATIONAL HOLDINGS GROUP COMPANY LIMITED

MWEBERSEZERBR AT

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

2 Summary of significant accounting
policies

2.1 Basis of preparation

Pursuant to the Reorganisation as describe in Note 1.2, the
Reorganisation was accounted for as a reorganisation of
business under common control, using the principles of
merger accounting, as prescribed in Hong Kong Accounting
Guideline 5 “Merger Accounting for Common Control
Combinations” issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”). The assets and liabilities
transferred to the Group have been stated at historical
carrying amounts. The consolidated financial statements
have been prepared as if the Company and the current
structure had been in existence as at all dates and during
the years presented.

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

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

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

NN IR EIES
B EE

2 FEETBERHE

2.1

mAEEE
RIgME1 2Rt 2 BHE - EAETS
EREBEAMAE ([EESHAD
RE|) Bz BB EESIFERR
[FREZESIT 2 X BN A HEHE]
Ptz & pt st RAIARRII R KR
THI T2 ¥ B EE - BETAEHE
ZEERBENZELEKEED
R o SRE M MRIDBRARE R
B A2 RBRER BB RN 25)
FEA—EFEMRR

REMNFREMBEREFARAZ
TEREHBRREINNT - BRIERH
FEASN - ZFE BRI — B
ERRABIIRZAEFE -

ARRZGEMBERRIIBIEEE
BRI AGRMZ BBV HREE
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—E—FFRH
2 Summary of significant accounting 2 FEGTTHEME @
policies (Continued)
2.1 Basis of preparation (Continued) 21 RBEE (®)

(a) New, revised and amended standards (a) R-F——F4EYZE
and interpretations to existing BEER Z#aT » &%
standards effective in 2011 FTRABIEKERI R 2
The Group has adopted the following new, revised and AEEBEKMA T E MM E
amended standards and interpretations to existing RAEEE =T ——F—H
standards that have been issued and are effective for — AR EFEE AR HE
the Group’s financial year commencing on 1 January BEAZFE] - BEFTRE
2011: ERER MR
HKAS 24 (Revised) Related party disclosures BESEEN BEAL

FE o458 =
C<SEE)
HKAS 32 (Amendment) Classification of BEGEER HikoE
rights issue FE 3258
CCHEN)
HKFRS 1 (Amendment) Limited exemption from BEMBHRE HREBHY
comparative HKFRS 7 AR5 TR s 2%
disclosures for ({EFTA) BIZE 757
first-time adopters B IR ERAN
BEIEE
Z BB
*
HK(FRIC) — Int 19 Extinguishing financial A (B VAR AR T A
liabilities with equity MmERE EiEHSR
instruments ZES) =Ny
— RE
1957
HK(IFRIC) — Int 14 Prepayments of a A (B T FRIE &
(Amendment) minimum funding B mE KES
requirement ZEZEY) #HE
— R
E145%
CCHEN)
Various improvements to HKFRSs published by the BEAEIMAETNR - —F
HKICPA in May 2010 FRANBENEEMBRSE

RN 5 T BUE

The adoption of the new HKFRSs did not result in M BB B I5 R 4 28
substantial changes to the accounting policies of the HASE @ AL ES
Group and had no material effect on how the results A& - NEHEERSER
and financial positions for the current or prior A A EE RSN
accounting periods have been prepared and presented. ZHRERENFXNEXERN

B 88
= °



LEGEND STRATEGY INTERNATIONAL HOLDINGS GROUP COMPANY LIMITED
MWEBERSEZERBR AT

NOTES TO THE CONSOLIDATED e SRR
FINANCIAL STATEMENTS B EE

2 FESHTBEBE»

2 Summary of significant accounting
policies (Continued)

2.1 REEE B

2.1 Basis of preparation (Continued)

50

(b) New, revised and amended standards
and interpretation to existing standard
that are not effective and have not
been early adopted by the Group

The following new, revised and amended standards
and interpretation to existing standard have been
issued, but not effective for the financial year beginning
1 January 2011 and have not been early adopted by
the Group:

(b) [ef K4 3% H A5 B £E

RERNHBEEER 2

FET » BAZET RAZEXK
ERIRZE

THEIRBERZFET ~ &
BRI RSB ER RZEREE
B BER=_F——F—A
—BRBHNIMRERRKRE
Mo BAREETEREFER
A -

Effective for

accounting

periods beginning

on or after

R BHis 2 &%

METHBEN

HKAS 1 (Amendment) Presentation of items of 1 July 2012
other comprehensive income

EREGHELE1R (BFTA) HiEESKAZHRIER T ——-FtA—H

HKAS 12 (Amendment) Deferred tax: Recovery of underlying assets 1 January 2012

ER G ERE125 (BRI A) BEHIE - WEEEEE —E——H—H—H

HKAS 19 (Revised) Employee benefits 1 January 2013

ER G EAE 195 (KEFT) EERA —T—=%—H—H

HKAS 27 (Revised 2011) Separate financial statements 1 January 2013

BB G ERE27HR EERVAZIE L EE —E—=%—H—H

(—77 __fﬁ%« ﬂT)
HKAS 28 (Revised 2011)
R G ER 285
(=B ——F 5T
HKAS 32 (Amendment)
BB G EREI25% (BT A)

REBERAREERBZERE

HHeREERERAE

HKFRS 9 Financial instruments

BB EERE IR ST HE

HKFRS 10 Consolidated financial statements
BB B ISR ZE 1058 RE R

Investments in associates and joint ventures

Offsetting financial assets and financial liabilities

1 January 2013
—F-=F-HF—H

1 January 2014
—mHE—H—H
1 January 2015
—hF—H—H
1 January 2013
—T—=%—H—H
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2 Summary of significant accounting 2 FEETHERBE @
policies (Continued)
2.1 Basis of preparation (Continued) 21 RBEE (®)

(b) New, revised and amended standards (b) [&f 5k £ 3 H K& F it &
and interpretation to existing standard RBERWNHBEEERAZ
that are not effective and have not FraT » BAZET R &AE 4
been early adopted by the Group HEAIR2RE &)
(Continued)

Effective for
accounting
periods beginning
on or after
RULT B 2 &%
e EEXR
HKFRS 11 Joint arrangements 1 January 2013
BB B W EERE 115 HREZHE —E—=%—A—H
HKFRS 12 Disclosure of interests in other entities 1 January 2013
BAY B W ELERFE 1298 HENEMERE 2R —Z—=%—A—H
HKFRS 13 Fair value measurement 1 January 2013
BB B S %R 1358 N ERE —E—=%—H—H
HKFRS 1 (Amendment) First-time adoption of HKFRSs 1 July 2011
— severe hyperinflation and removal of
fixed dates for first-time adopters
BAMBREERNE1R BRI AN B S B T 5 2 Al —ET——FtH—H
(18FTA) —BEBRREREMNEEE B FRRER
HKFRS 7 (Amendment) Disclosures — transfers of financial assets 1 July 2011
BB RS ER B 7R FREE-HEopEE —E——FtH—H
(18ETA)
HKFRS 7 (Amendment) Disclosures — offsetting financial assets 1 January 2013
and financial liabilities
BB B WEERIZE TR WERER-HEHERMEE —E—=%—H—H
(187 ) kemaE
The Group has already commenced an assessment of AREEE KRGS DHR
the impact of the above new, revised and amended BEAZFE] - BEFTRE
standards and interpretation to existing standard but BEER KRR R EEST
is not yet in a position to state whether these new, FE B AIMREEZ S
revised and amended standards and interpretation to HIMB LR Z T - KB
existing standard would have a significant impact to Mg EEA R R EESH
its results of operations and financial position. KEEE RSN EKE

S/ 48
REE -



LECEEND STRATEGY INTERNATIONAL HOLDINGS GROUP COMPANY LIMITED
ME BB EBIER AR AT

NOTES TO THE CONSOLIDATED e SRR
FINANCIAL STATEMENTS B EE

2 FESHTBEBE»

2 Summary of significant accounting
policies (Continued)

2.2 Subsidiaries 2.2 B AT
2.2.1 Consolidation 221 &GtER B

Subsidiaries are all entities (including special purpose
entities) over which the Group has the power to govern
the financial and operating policies generally
accompanying a shareholding of more than one half of
the voting rights. The existence and effect of potential
voting rights that are currently exercisable or convertible
are considered when assessing whether the Group
controls another entity. The Group also assesses
existence of control where it does not have more than
50% of the voting power but is able to govern the
financial and operating policies by virtue of de-facto
control. De-facto control may arise from circumstances
such as enhanced minority rights or contractual terms
between shareholders, etc.

Subsidiaries are fully consolidated from the date on
which control is transferred to the Group. They are de-
consolidated from the date that control ceases.

Inter-company transactions, balances, income and
expenses on transactions between Group companies
are eliminated. Profits and losses resulting from inter-
company transactions that are recognised in assets
are also eliminated. Accounting policies of subsidiaries
have been changed where necessary to ensure
consistency with the policies adopted by the Group.
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2 Summary of significant accounting
policies (Continued)

2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(@)

Business combinations

Except for business combinations under common
control, the Group applies the acquisition method
to account for business combinations. The
consideration transferred for the acquisition of a
subsidiary is the fair values of the assets
transferred, the liabilities incurred to the former
owners of the acquiree and the equity interests
issued by the Group. The consideration
transferred includes the fair value of any asset or
liability resulting from a contingent consideration
arrangement. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a
business combination are measured initially at
their fair values at the acquisition date. The Group
recognises any non-controlling interest in the
acquiree on an acquisition-by-acquisition basis,
either at fair value or at the non-controlling
interest’s proportionate share of the recognised
amounts of acquiree’s identifiable net assets.

Acquisition-related costs are expensed as
incurred.
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2 Summary of significant accounting
policies (Continued)

2.2 Subsidiaries (Continued)
2.2.1 Consolidation (Continued)

(@)

Business combinations (Continued)

If the business combination is achieved in stages,
the acquirer’s previously held equity interest in
the acquiree is remeasured to fair value at the
acquisition date through consolidated statement
of comprehensive income.

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

Goodwill is initially measured as the excess of
the aggregate of the consideration transferred
and the fair value of the net identifiable assets
acquired and liabilities assumed. If this
consideration is lower than the fair value of the
net assets of the subsidiary acquired, the
difference is recognised in consolidated
statement of comprehensive income.
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2 Summary of significant accounting
policies (Continued)

2.2 BT &)
221 &R E (&)

2.2 Subsidiaries (Continued)
2.2.1 Consolidation (Continued)

(b)  Changes in ownership interests in subsidiaries
without change of control
Transactions with non-controlling interests that
do not result in loss of control are accounted for
as equity transactions — that is, as transactions
with the owners in their capacity as owners. The
difference between fair value of any consideration
paid and the relevant share acquired of the
carrying value of net assets of the subsidiary is
recorded in equity. Gains or losses on disposals
to non-controlling interests are also recorded in
equity.

2.2.2 Separate financial statements

Investments in subsidiaries are accounted for at cost
less impairment. Cost is adjusted to reflect changes in
consideration arising from contingent consideration
amendments. Cost also includes direct attributable
costs of investment. The results of subsidiaries are
accounted for by the company on the basis of dividend
and receivable.

Impairment testing of the investments in subsidiaries
is required upon receiving dividends from these
investments if the dividend exceeds the total
comprehensive income of the subsidiary in the period
the dividend is declared or if the carrying amount of
the investment in the separate financial statements
exceeds the carrying amount in the consolidated
financial statements of the investee’s net assets
including goodwill.
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2 Summary of significant accounting
policies (Continued)

2.3

2.4

Interests in jointly controlled entities

The Group recognised its investment in jointly controlled
entities under the equity method of accounting where
interests in jointly controlled entities are initially recognised
in the consolidated statement of financial position at cost
and adjusted thereafter to recognise the Group’s share of
the post-acquisition of profits or losses and movements in
other comprehensive income in the profit or loss and in other
comprehensive income respectively. When the Group’s share
of losses in jointly controlled entities equals or exceeds its
interests in the jointly controlled entities (which includes any
long-term interests that, in substance, form part of the
Group’s net investment in the jointly controlled entities), the
Group does not recognise further losses, unless it has
incurred obligations or made payments on behalf of the jointly
controlled entities.

Unrealised gains on transactions between the Group and its
jointly controlled entities are eliminated to the extent of the
Group’s interest in the jointly controlled entities. Unrealised
losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.

Segment reporting

Operating segments are reported in a manner consistent with
the internal reporting provided to the chief operating decision-
maker (the “CODM”). The CODM, who is responsible for
allocating resources and assessing performance of the
operating segments, has been identified as the Group’s
executive directors who make strategic decisions.
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2 Summary of significant accounting
policies (Continued)

2.5 Foreign currency translation

(a)

(b)

Functional and presentation currency

ltems included in the financial statements of each of
the Group’s entities are measured using the currency
of the primary economic environment in which the entity
operates (the “functional currency”). The functional
currency of the Company is Renminbi (“RMB”) while
the consolidated financial statements is presented in
HK$.

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing
at the dates of the transactions or valuation where items
are re-measured. Foreign exchange gains and losses
resulting from the settlement of such transactions and
from the translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign
currencies are recognised in profit or loss.

Foreign exchange gains and losses that relate to cash
and cash equivalents, trade and other receivables,
trade and other payables and amount due to a director
are presented in the consolidated statement of
comprehensive income.

Non-monetary assets and liabilities that are measured
in terms of historical cost in a foreign currency are
translated using the foreign exchange rates ruling at
the transaction dates. Non-monetary assets and
liabilities denominated in foreign currencies that are
stated at fair value are translated using the foreign
exchange rates ruling at the dates the fair value was
determined.

Translation differences arising on translation of non-
monetary assets and liabilities are reported as part of
the fair value gain or loss in the consolidated statement
of comprehensive income.
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2 Summary of significant accounting
policies (Continued)

2.5 HNEBE )

2.5 Foreign currency translation (Continued)

(c) Group companies

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

— assets and liabilities for each statement of
financial position presented are translated at the
closing rate at the date of that statement of
financial position;

— income and expenses for each statement of
comprehensive income are translated at average
exchange rates (unless this average is not a
reasonable approximation of the cumulative effect
of the rates prevailing on the transaction dates,
in which case income and expenses are
translated at the dates of the transactions); and

— all resulting exchange differences are recognised
as a separate component of equity.

2.6 Property, plant and equipment

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

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can
be measured reliably. The carrying amount of the replaced
part is derecognised. All other costs, such as repairs and
maintenance and overhaul costs, are recognised in the
consolidated statement of comprehensive income as an
expense in the period in which they are incurred.
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2 Summary of significant accounting
policies (Continued)

2.6

2.7

Property, plant and equipment (Continued)

Depreciation on property, plant and equipment is calculated

using straight-line method to allocate their costs, less their

residual values, if any, over their estimated useful lives as

follows:

Leasehold improvements Shorter of the unexpired term
of lease and 7 years

Furniture and fixtures 5 years
Office equipment 5 years
Motor vehicles 5 years

The asset’s useful lives and residual values are reviewed,
and adjusted if appropriate, at the end of each reporting
period. An asset’s carrying amount is written down
immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount
(Note 2.7).

Gains and losses on disposals are determined by comparing
proceeds with carrying amount and are recognised in the
consolidated statement of comprehensive income.

Impairment of interests in jointly controlled
entities and non-financial assets

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

2.7

2.8

Impairment of interests in jointly controlled
entities and non-financial assets (Continued)

Impairment testing of the interests in jointly controlled entities
is required upon receiving dividends from these investments
if the dividend exceeds the total comprehensive income of
the jointly controlled entities in the period the dividend is
declared or if the carrying amount of the investment in the
separate financial statements exceeds the carrying amount
in the consolidated financial statements of the investee’s net
assets including goodwill.

Financial assets

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

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. They are included in current assets, except
for maturities greater than 12 months after the end of the
reporting period. These are classified as non-current assets.
The Group’s loans and receivables comprise “trade debtors,
deposits and other receivables”, “rental deposits” and “cash
and cash equivalents” in the consolidated statement of

financial position (Notes 2.10 and 2.11).

Loans and receivables are recognised initially at fair value
and subsequently carried at amortised cost using the
effective interest method, less provision for impairment.
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2 Summary of significant accounting
policies (Continued)

2.9 Impairment of financial assets carried at

amortised cost

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

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

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

210 B E 5 R H R

2.10 Trade and other receivables

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

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

2.11 Cash and cash equivalents

Cash and cash equivalents include cash on hand and
deposits held at call with banks.

2.12 Share capital

Ordinary shares are classified as equity. Incremental costs
directly attributable to the issue of new shares or options
are shown in equity as a deduction, net of tax, from the
proceeds.

2.13 Trade and other payables

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

Trade and other payables and amount due to a director are
recognised initially at fair value and subsequently measured
at amortised cost using the effective interest method.
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2 Summary of significant accounting
policies (Continued)

2.14 Current and deferred income tax

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

(a)

(b)

Current income tax

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

Deferred income tax
Inside basis differences

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

2.14 Current and deferred income tax (Continued)

(b) Deferred income tax (Continued)

(c)

Inside basis differences (Continued)

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

Outside basis differences

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

Offsetting

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

2.15 Employee benefits

(a) Pension obligations

Group companies operate various pension schemes.
The schemes are generally funded through payments
to insurance companies or trustee-administered funds.
The Group has defined contribution plan in the PRC
and Hong Kong.

A defined contribution plan is a pension plan under
which the Group pays fixed contributions into a
separate entity. The Group has no legal or constructive
obligations to pay further contributions if the fund does
not hold sufficient assets to pay all employees the
benefits relating to employee service in the current and
prior periods.

pluns!

—=F
RED)

3 I

IR e

2 FESHTBEBE»

Q14 EHRIEZE T

(&)

(b) EZEFFZH (#)

(c)

NEEEZR ()

EEFTIS T E EEFLIR AT 88
B 7R 2R & SR A AN B i A Atk A]
EREREEZRMAER

SMEREEER

BREFSHANBRARRE
EEMERMEEREMaT R
- BEREANEE R LA
ERHMEEENEOER - m
ERHUEEREANALBRR
AR E®EEIER N HRIE
TSR AERIERIN -

85
EREAEARITROGE B
MEEEREANBAEGER
- BEEMEREEMEA
B KR — B B e
AN BERL TR ERNE R
FTiE MBI PR S AR - B8 B[R
NFBEEELEEMESRER
B - RIRSEERSHEE
HEEEREH -

215 EERA
(a) BURELEMF

AEBETAREES AR
REatE - LFHE—RE
BRRBARSIETEERE
ENAMESES - NEE
EFBEREBRERERK

itE -

REHFEEIR —BAKHER
— (B8 B B8 S A5 B FE R0
BINGTE - WE X ERA
RWEEFRMABEEMNEEE
H N DATE HR PRI 69 AR 75 S (S 4@ )
R NEEMEEEREER
EXfTE— U -



2 Summary of significant accounting
policies (Continued)

2.15 Employee benefits (Continued)

(a) Pension obligations (Continued)

The Group pays contributions to publicly or privately
administered pension insurance plans on a mandatory,
contractual or voluntary basis. The Group has no further
payment obligations once the contributions have been
paid. The contributions are recognised as employee
benefit expense when they are due. Prepaid
contributions are recognised as an asset to the extent
that a cash refund or a reduction in the future payments
is available.

(b) Other employee benefits

Salaries, paid annual leave and the cost of non-
monetary benefits are accrued in the year in which the
associated services are rendered by employees. The
amount recognised as a liability and an expense should
be measured at the cost of providing the benefits.

2.16 Provisions

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

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

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

2 Summary of significant accounting
policies (Continued)

2.17 Revenue recognition

Revenue comprises the fair value of the consideration
received or receivable for the sale of services in the ordinary
course of the Group’s activities. Revenue is shown net of
business tax and discounts.

The Group recognises revenue when the amount of revenue
can be reliably measured, it is probable that future economic
benefits will flow to the entity and when specific criteria have
been met for each of the Group’s activities as described
below.

(a)

(b)

(c)

Hotel operations

Hotel revenue from hotel room and conference room
rental is recognised when the services are rendered.

Provision of hotel consultancy services

Revenue in respect of provision of hotel consultancy
service is recognised by reference to the stage of
completion of the transaction at the end of the reporting
period. The stage of completion of each transaction is
determined based on the proportion of costs incurred
at the end of the reporting period compared to the
estimated total costs of the transaction. The outcome
of a transaction can be estimated reliably when (a) the
amount of revenue can be measured reliably; (b) it is
probable that the economic benefits associated with
the transaction will flow to the entity; (c) the stage of
completion of the transaction at the reporting date can
be measured reliably and (d) the costs incurred for the
transaction and the costs to complete the transaction
can be measured reliably.

Membership fee income

The fair value of the consideration received or receivable
is recognised on a straight-line basis over the life of
the membership.
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2 Summary of significant accounting
policies (Continued)

2.17 Revenue recognition (Continued)

(d) Revenue from a sub-leased
arrangement

Revenue in respect of a sub-leased arrangement is
recognised on a straight-line basis over a lease period
of 10 years.

(e) Interest income

Interest income is recognised on a time-proportion
basis using the effective interest method. When a loan
and receivable is impaired, the Group reduces the
carrying amount to its recoverable amount, being the
estimated future cash flow discounted at the original
effective interest rate of the instrument, and continues
unwinding the discount as interest income. Interest
income on impaired loan and receivables are
recognised using the original effective interest rate.

2.18 Customer loyalty programmes

The Group operates a loyalty programme where customers
accumulate points to exchange a free night staying in the
hotels operated by the Group. Sale of hotel rooms that result
in membership points are accounted for as a separately
identifiable component of the sales transaction(s) in which
they are granted (the “initial sale”). The fair value of the
consideration received or receivable in respect of the initial
sale is allocated between the components, i.e. the hotel
rooms sold and the membership points granted. The fair
value of the membership points is estimated by reference to
the benefits (i.e. free extra night for staying) that the customer
would obtain when redeeming the membership points and
the expected future redemption rate. The estimate on
expected redemption rate is based on statistical analysis of
past customer behaviour. Revenue from the membership
points is deferred and is recognised when the points are
redeemed and the amount of revenue is recognised based
on the number of points redeemed relative to the total number
expected to be redeemed.
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2 Summary of significant accounting
policies (Continued)

2.19 Leases 219 &

Leases in which a significant portion of the risks and rewards
of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases
(net of any incentives received from the lessor) are charged
to the consolidated statement of comprehensive income on
a straight-line basis over the period of the lease.

The Group leases certain property, plant and equipment.
Leases of property, plant and equipment where the Group
has substantially all the risks and rewards of ownership are
classified as finance leases. Finance leases are capitalised
at the lease’s commencement at the lower of the fair value
of the leased property and the present value of the minimum
lease payments.

Each lease payment is allocated between the liability and
finance charges. The corresponding rental obligations, net
of finance charges, are included in other long-term payables.
The interest element of the finance cost is charged to the
profit or loss over the lease period so as to produce a
constant periodic rate of interest on the remaining balance
of the liability for each period. The property, plant and
equipment acquired under finance leases is depreciated over
the shorter of the useful life of the asset and the lease term.

2.20 Dividend distribution

Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group’s and Company’s
financial statements in the period in which the dividend is
approved by the Company’s shareholders.
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3 Financial risk management

3.1 Financial risk factors

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

(a) Credit risk

The Group’s credit risk is primarily attributable to cash
and cash equivalents, trade debtors, deposits and
other receivables. Management has policies in place
and exposures to these credit risks are monitored on
an ongoing basis.

In respect of hotel operations, the Group has no
concentration of credit risk in view of its large number
of customers. It has policies in place to ensure that
sale of rooms to corporate customers are made to
customers with an appropriate credit history. Sales to
walk-in customers are made via credit cards or cash.

In respect of provision of hotel consultancy services,
the Group has a concentration of credit risk in view of
58% of trade receivables arose from a single external
customer. The Group carries out customer credit
checks prior to entering into hotel consultancy
agreements and requests progress payments from
customers in accordance with the milestones of the
hotel consultancy agreements.

Cash and bank deposits are mainly placed in major
domestic banks with credit ratings between Ba2 and
Aal. However, certain cash and bank deposits are
placed in a financial institution with no public
information on credit rating. Up to the date of this
report, the Group has transferred these bank deposits
back to credit worthy banks. Rental deposits are mainly
paid to four domestic private entities who are currently
leasing the hotel premises to the Group.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3 Financial risk management (continued)

3.1 Financial risk factors (Continued)

(a)

(b)

Credit risk (Continued)

The maximum exposure to credit risk is represented
by the carrying amount of each financial asset in the
consolidated statement of financial position.

Liquidity risk

Prudent liquidity risk management implies maintaining
sufficient cash and cash equivalents and the availability
of funding through committed advances from
shareholders. As at 31 December 2011, the Group held
cash and cash equivalents of HK$16,150,556 (2010:
HK$263,590) (Note 18) and trade receivables of
HK$28,048,035 (2010: HK$1,664,690) (Note 15) that
are expected to readily generate cash inflows for
managing liquidity risk.

To manage the liquidity risk, management monitors
rolling forecasts of cash and cash equivalents on the
basis of expected cash flow. The Group expects to
fund its future cash flow needs through internally
generated cash flows from operations and equity
funding.
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3 Financial risk management (continued) 3 MBEBRER @
3.1 Financial risk factors (Continued) 3.1 KREKREZRE &)
(b) Liquidity risk (Continued) (b) FEEN1ER B (&)

The following table details the remaining contractual
maturities at the balance sheet date of the Group’s non-
derivative financial liabilities, which is based on
contractual undiscounted cash flows (including interest
payments computed using contractual rates or, if
floating, based on rates current at the date of balance
sheet) and the earliest date the Group is required to

TRALAREEZFTES
MEBEREER ZRHBREL
BIEER - A HARITH
Reng (BREARINNEX
H(ERFR)GEERAZHT
MEFEZMEH) RAE
BEXNz&EERAG

St

pay: g
Within  Between Between More
1 year or 1 and 2 and than
on demand 2 years 5 years 5 years Total
—FAR
REX —-5ZME MEERE HBRE b
HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT
Group rEE
At 31 December 2011 R-B-—-F
+=A=t-H
Trade and other payables B REMENTE 4,414,123 - - - 4,414,123
Finance lease liabiliies BEHERRE 470,208 470,208 944,011 — 1,884,427
Amount due to a director ENEZHA 582,031 - - - 582,031
5,466,362 470,208 944,011 - 6,880,581
At 31 December 2010 R-Z-Z%
+=A=t-H
Trade and other payables 5 RE A ER A 3,670,675 = = — 3,670,675
Amount due to a director ENEZHA 1,338,103 = = — 1,338,103
5,008,778 — — — 5,008,778
Company NG
At 31 December 2011 R=-B-—-F
+T=ZA=t-H
Amount due to a subsidiary ~ FEft —REIKT B A 7 FUA 636,900 - - - 636,900
Accruals a4 8,000 - - - 8,000
644,900 - - - 644,900
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3 Financial risk management (continued)

3.1

3.2

3.3

Financial risk factors (Continued)

(c) Foreign exchange risk
The Group operates in the PRC and majority of its
transactions, assets and liabilities are denominated in
RMB. Management considers the foreign exchange risk
is minimal.

Interest rate risk

(d)

The Group has no significant interest-bearing assets
and liabilities except for certain bank deposits and
finance lease obligations. The Group’s income and
operating cash flows are substantially independent of
changes in market interest rates. Management
considers the interest rate risk is minimal since the
interest rate for bank deposits is low and the interest
rate for finance lease obligations is fixed.

Capital risk management

The Group’s primary objectives when managing capital are
to safeguard the Group’s ability to continue as a going
concern, so that it can continue to provide returns for
shareholders, to support the Group’s stability and growth;
to earn a margin commensurate with the level of business
and market risks in the Group’s operation and to maintain a
net cash position.

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

Fair value estimation

The carrying amounts of the Group’s financial assets
including cash and cash equivalents and trade receivables
and deposits; and financial liabilities including trade and other
payables and amount due to a director approximate their
fair values due to their maturities. The Group’s non-current
financial asset, rental deposits, is carried at amortised cost,
using the The People’s Bank of China’s best lending rates
and as such is considered to approximate fair value.
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Critical accounting estimates and
judgements

Estimates and judgements are continually evaluated and are based
on historical experience and other factors, including expectations
of future events that are believed to be reasonable under the
circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition, seldom
equal the related actual results. The estimates and assumptions
that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial
year are addressed below.

(a) Useful lives of property, plant and
equipment

The Group has significant investments in property, plant and
equipment. The Group is required to estimate the useful lives
of property, plant and equipment in order to ascertain the
amount of depreciation charges for each reporting period.

Useful lives are estimated at the time of purchase of these
assets after considering business developments and the
Group’s strategies. The Group performs annual reviews to
assess the appropriateness of the estimated useful lives.
Such review takes into account any unexpected adverse
changes in circumstances or events, including declines in
projected operating results and negative industry or
economic trends. The Group extends or shortens the useful
lives and/or makes impairment provisions according to the
results of the review.
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4 Critical accounting estimates and
judgements (Continued)

(b) Impairment of property, plant and

(c)

equipment

Property, plant and equipment is reviewed for impairment
whenever events or changes in circumstances indicate that
the carrying amount may be not recoverable. The recoverable
amounts have been determined based on fair value less costs
to sell calculations or market valuations. These calculations
require the use of judgements and estimates.

Management judgement is required in the area of asset
impairment particularly in assessing: (i) whether an event has
occurred that may indicate that the related asset value may
not be recoverable; (i) whether the carrying value of an asset
can be supported by the recoverable amount, being the
higher of fair value less costs to sell or net present value of
future cash flows which are estimated based upon the
continued use of the asset in the business; and (iii) the
appropriate key assumptions to be applied in preparing cash
flow projections including whether these cash flow
projections are discounted using an appropriate rate.
Changing the assumptions selected by management in
assessing impairment, including the discount rates or the
growth rate assumptions in the cash flow projections, could
affect the net present value used in the impairment test and
as a result affect the Group’s financial position and results of
the operations.

Asset retirement obligations

The Group evaluates and recognises, on a regular basis, the
fair value of the obligations which arise from future
reinstatement of leased hotel premises upon end of lease
terms. To establish the fair values of the asset retirement
obligations, estimates and judgement are applied in
determining these future cash flows and the discount rate.
Management estimates the future cash flows based on
certain assumptions, such as the restoration costs. The
discount rate used is referenced to The People’s Bank of
China’s best lending rates.

e
>l

2>
>om

ey
-~
L

IR e

4 BERGSHFTTRAE @

(b)

(c)

Y%~ BB RREHREIE

EEEHRIEREE BRI R
WEREERRSDE  BE &R
BEBRE - AIRE SR IIEAF
BERGEERANKMISHERH © It
FrrERER B R AhE -

EEERRERHEABEEER
B CEHRFGE: (EEHESEN
AREBRNEHEEEENEELIR
| : ()& EREERSESATKRE
IR (BN A FER 8H & AR LA R
BREEREERERGEIHNAR
BRESREMNFREREPHE
2E)HXE  RVRRRSRE
BRRERMNEETERE B
ERASRETRART AER L X
B3R - B IR B R AR EFTER
R(BERSREFERAARKIREK
SEEERBRRBAEE - AlEE
WREMNATAANFREELR
2 femNePERKENI B
M EFRAE -

BREEERER

AEES T G RERREOE
ARG B ERE M EMELN
BRI D FE - ML HREEER
REBHORTER - ERAMETR
HE M & FEARRIRE B M
BE - ERERBWEECKAEFE
TERREFTAKBASRE - M
MAERERBEFERARRITRES
BEHMEGFE -



4 Critical accounting estimates and
judgements (Continued)

(d) Leasehold improvements on leased

(e)

premises

The Group operates hotels on leased premises in the PRC
and incurs construction or renovation expenditures for these
hotels. A landlord named in the corresponding lease
agreement has been unable to produce proper building
ownership certificate or to provide valid lease permit or other
necessary permissions. However, based on the Group’s
experiences and available information and after consultation
with the legal adviser, the Directors are of the view that such
problem is unlikely to cause any interruption or termination
of this lease or to have a material effect on the carrying
amounts of the related leasehold improvements of
HK$3,018,658 (2010: HK$2,661,905) as at 31 December
2011. Moreover, the controlling shareholder of the Company
has agreed to keep the Group indemnified for any losses
that the Group may suffer from any failure of the Group’s
subsidiary in obtaining license or permit to use the related
property. Accordingly, no impairment for such leasehold
improvements is considered necessary to be made according
to the Group’s accounting policies.

Income tax

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

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

4 Critical accounting estimates and

judgements (Continued)

(f) Revenue recognition

According to the accounting policy as stated in Note 2.17,
the Group uses the percentage of completion method to
determine the appropriate revenues to be recognised from
provision of hotel consultancy services. The stage of
completion is measured by reference to the actual costs
incurred up to the end of the reporting period as a percentage
of estimated total costs of completion. When the outcome
of the transaction cannot be estimated reliably, revenue is
recognised only to the extent of contract costs incurred that
it is probable to be recoverable.

Segment information

The chief operating decision-maker (“CODM”) has been identified
collectively as the executive directors of the Company. The
executive directors review the Group’s internal reporting in order
to assess performance and allocate resources. The CODM has
determined the operating segments based on these reports.

Management regularly reviews the operating results from a service
category perspective. The reportable operating segments derive
their revenue primarily from the hotel operations and provision of
hotel consultancy services. The sales of hotel membership cards
and revenue from a sub-leased arrangement are included in the
hotel operations segment.

Management assesses the performance of the operating segments
based on the measure of operating profit.
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5 Segment information (continueq)

The segment information provided to the CODM for the reportable

segments for the year is as follows:
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o EEFE @)

FARBEFRREERRERENATZ2HD

e BER ST

Provision
of hotel
Hotel consultancy
operations services Total
RAAEE
B JEEE Jé& 5] R 7% LR
HK$ HK$ HK$
B TT T 7T
For the year ended BHE-Z——F
31 December 2011 +=A=+—BLEE
Segment revenue o EUA 27,392,060 42,200,294 69,592,354
Segment results DEBELE 2,631,691 31,185,086 33,816,777
Depreciation of property, M BERZETE
plant and equipment 6,878,615 212,512 7,091,127
For the year ended BE-Z2—2F
31 December 2010 TZHA=+—BLEE
Segment revenue o EUA 27,685,447 9,632,486 37,317,933
Segment results D EB AR 6,216,312 7,389,797 13,606,109
Depreciation of property, M BERZETE
plant and equipment 6,215,217 153,454 6,368,671
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5 Segment information (continueq)

A reconciliation of segment results to profit before income tax is
provided as follows:

=r <
Pl I

3 I

>om

= B 7% R

5
i Sin

o EEFE @)

73 B 5% 45 52 R P 15 B A ) 60 Y BR B0 51
LU

2011 2010

—E-—F —E-FF

HK$ HK$

BT BT

Segment results D EBELE 33,816,777 13,606,109

Unallocated operating costs R Be B9 48 & B AR (2,307,772) —

Finance income AE WA 60,539 52,402

Finance cost A& AR (204,312) (135,844)
Share of results of jointly controlled

entities DEEREEHEEEE (2,513,199) —

Profit before income tax & BT 15 %% Al i 7 28,852,033 13,522,667

All revenue was derived from external customers in the PRC and
Hong Kong during the years ended 31 December 2011 and 2010
except an amount of HK$5,983,479 was derived from jointly
controlled entities in Hong Kong for the year ended 31 December
2011. Revenue of HK$28,648,535 (2010: HK$7,111,000) is
derived from two (2010: one) external customers for the year ended
31 December 2011. The revenue is attributable to the provision of
hotel consultancy services. Except for these two (2010: one)
customers, there was no revenue from transactions with external
customers which accounted for 10% or more of the Group’s total
revenue.

The total of non-current assets other than deferred tax assets
located in Hong Kong and the PRC were HK$4,675,080 (2010:
Nil) and HK$51,758,715 (2010: HK$25,442,571) respectively.

REE-—ZT—FRK=-_ZF—ZFTF+_-A8
=+—BHLEFEHHE  AEKZHRE
FREEREENIRES  EEE-F—

—F+_-_A=+—HIFEHE5983,479
BILHFRIB TR B BB LRG| T -
HE_ZT—F+-_A=+—HLHF
R 28648585/%75(_§ T

7,111,000/ 7T) KRB M (= T

— ) IR o &tlﬁﬂ&zﬁﬁﬁahf ST
BEERISE - BRZSEME(ZZT—F
F:—R)BFI BERARINEES
RS WA AN EE B A10%3K A
J:o

RREBRTENFERBDEERE(TE
HIEEBIREE) 77 5l /H4,675,080/8 7T
(ZZF—%F : F) K561,758, 7155 L (=
T—ZF : 254425718 7T) °



Segment information (continued) 5

Breakdown of revenue from all activities is as follows:
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o EEFE @)
A E B PR E B T

2011 2010
—g—-% -—T-%
HK$ HK$
BT BT
Hotel consultancy services B IS A AR 7S 42,200,294 9,632,486
Revenue from hotel operations B & B A
— hotel room and conference —BEERAkERERS
room rental 26,387,781 27,323,721
— revenue from a sub-leased — D EZHRA
arrangement 611,124 —
— sales of hotel membership cards —BEeHEHEE 393,155 361,726
69,592,354 37,317,933
Other operating expenses 6 Hih&EERX
Other operating expenses consisted of the following: HmEERTZBEEBENUATSE
2011 2010
—E——F —ZE-ZF
HK$ HK$
BT VBT
Auditor’s remuneration G kA 1,000,000 500,000
Property management fee MEERE 598,462 508,646
Consumables and laundries JH 6o KO R 1,439,447 1,329,871
Legal and professional fee FREREXER 1,848,171 304,655
Marketing and promotion MiZHEERSE 814,737 202,309
Telephone and communication E S 295,426 282,426
Repairs and maintenance HIERIRE 443,719 248,813
Office supplies PN A 163,748 165,400
Sales commission HEMS 681,378 360,904
Entertainment R 44 636,450 21,855
Bank charges WITFEE 361,867 168,157
Listing expenses tHERRX 2,307,772 =
Others HAth 1,591,789 287,704
12,182,966 4,380,740
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7 Employee benefit expenses (including 7 EEGABEX (BEESH

directors’ emoluments) )
2011 2010
—E——F —T—TF
HK$ HK$
BT BT
Salaries, wages and allowances e TEKRZERL 5,505,329 2,828,846
Pension obligations BRINEETE 1,005,819 776,092
Other benefits H b 13 A 580,989 434,866
7,092,137 4,039,804
8 Finance cost — net 8 RMEKN-—FHF
2011 2010
—E——F —T—TF
HK$ HK$
BT BT
Finance cost: BERAN
— Finance cost on asset retirement — REEEERESHRE KA
obligations (149,941) (135,844)
— Finance cost on finance lease — REHEEBERNRERA
liabilities (54,371) —
(204,312) (135,844)
Finance income: REWA
— Interest income on non-current rental  — R B $H AR AR 5T E H) IE R B
deposits carried at amortised cost HEZEFBWA 59,959 52,353
— Bank interest income — SRITR B U A 580 49
60,539 52,402
Finance cost — net BB P AN—F 5 (143,773) (83,442)
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Income tax expense 9 FIEHMAX
2011 2010
—E——F —E—EF
HK$ HK$
BT I
Current income tax BVER P15 25
— Hong Kong profits tax —BBNIEH 4,359,102 794,439
— PRC corporate income tax —FR B RIS 3,423,971 3,172,509
Deferred income tax (Note 24) BEFTSH (MT5E24) (195,723) 6,188
7,587,350 3,973,136
Hong Kong profits tax has been provided at the rate of 16.5% RAFERA @+ BEBEFEHIRTE16.5%
(2010: 16.5%) on the estimated assessable profits of the year. (ZZE—ZF : 16.5%) BLihaTE R & A
TEL B -
The PRC corporate income tax is provided at the rate of 25% RAFEEA » REPEMSHIERHE
(2010: 25%) for the year. 25% (ZZF —FF : 25%) tE i o
The income tax on the Group’s profit before income tax differs REBBRFTS AR FIE £ 2 Fr 5 fi i
from the theoretical amount that would arise using the enacted EAAREREETKERAGEBERER
tax rate of the home country of the companies comprising the EMEFTHE 2 EwmBEE L EANAT :
Group as follows:
2011 2010
—E——F —E-TF
HK$ HK$
BT BT
Profit before income tax R P15 350 Al A 28,852,033 13,522,667
Tax calculated at domestic tax rates &5 B BB RAET
applicable to profits in the respective REARNE R EGTENTIE
countries 5,794,800 3,265,736
Expenses not deductible for tax purposes 7~ AJ 0% #) 5 52 1,377,872 707,400
Tax effect of share of results of jointly DAEELEIEFI TR ELE
controlled entities RS & 414,678 =
Income tax expense FriS#iAx 7,587,350 3,973,136
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10 Directors’ and senior executives’ 10 EERSREEE H N
emoluments
(a) Directors’ and senior executives’ (a) EERSNEEE FHiN
emoluments
The emoluments of the directors and senior executives during FR - EFNEMNEIERE 2
the year are set out below: T
Salaries,
allowances Retirement
and benefits benefit
Fee in kind Bonuses  contributions Total
I& 28
ok RENEF L BARSHF kel
HKS HKS HKS HKS HKS
BT BT BT BT BT

Year ended 31 December 2011 HZ=-F--%

T-A=t-HL%E
Executive director: BTES:
Fong Man, Kelvin AX - 304,130 - 8,500 312,630
Wong William HER - 236,485 - 8,500 244,985
Non-executive director: FHTES
De Weyer, Daniel Ludovicus HEL
Joannes 37,260 - - - 37,260
Independent non-executive director: BUFEH{TES :
Tam Kwok Ming Banny EE 37,260 - - - 37,260
Tsoi Wing Sum BER 37,260 - - - 37,260
Wong Hak Kun Jerry End 37,260 - - - 37,260
149,040 540,615 - 17,000 706,655
Senior executives: BRERE:
He Anying (G - 104,628 - 34,209 138,837
Li Yuzhen X837 - 176,788 - 48,259 225,047
Zhang Guoxing RE2 - 91,425 - 30,228 121,653
- 372,841 - 112,696 485,537




10 Directors’ and senior executives’
emoluments (Continued)

(a)

(b)
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10 EERSREBEEHFN =

Directors’ and senior executives’ (a) EERSHREEEHFHN &
emoluments (Continued)
Salaries,
allowances Retirement
and benefits benefit
Fee in kind Bonuses  contributions Total
I5 28
e  REWER L BARSHE g
HKS$ HKS HKS HKS$ HKS
BT BT BT BT BT
Year ended 31 December 2010 HZ-Z-%
TZA=t-HLEE
Directors: %
Fong Man, Kelvin FX - 100,000 - 5,000 105,000
Wong Willam BER - 100,000 - 5,000 105,000
- 200,000 - 10,000 210,000
Senior executives: BRERE:
He Anying WER - 102,762 - 20,974 123,736
Li Yuzhen 537 - 130,080 - 24,799 154,879
Zhang Guoxing R 2 = 82,609 - 18,153 100,762
- 315,451 — 63,926 379,377
During the year ended 31 December 2011, no director REE-_E——F+_-_A=+—H
received any emolument from the Group as an inducement IEFE - ESHELEAREEREE
to join or leave the Group or compensation for loss of office, A& EAINASKBEF RS B 2 82
no director waived or has agreed to waive any emoluments ok EABERIEE - TMEEERE
(2010: Nil). SERENEEMNHE (2T —F
) o
Five highest paid individuals (b) EBEREH AL

The five individuals whose emoluments were the highest in
the Group for the year include two (2010: two) directors and
three (2010: three) senior executives. The emoluments of
the two (2010: two) directors are reflected in the analysis
presented above. The emoluments payable to the remaining
three (2010: three) individuals during the year are as follows:

RAEE  AEEREERFAL
BERE(CE—ZF - WRB)ES
R=2(ZZ2—ZF : =Z4) akE
BEAT WA (CE—ZF M
FIEEZMEN EX 202 A
PR HBp=%(ZF—TF :
=8) AT R F AN 8
T
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10 Directors’ and senior executives’
emoluments (Continued)

(b) Five highest paid individuals (Continued)

>om

& B 755 R
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=F St

10 EERSREBEEHFN =

(b) EEEEHFAL @)

2011 2010
—E——fF —E-ZF
HK$ HK$
BT 75T
Salaries, allowances and e EUMREUET

benefits in kind 641,416 315,451
Retirement benefit contributions RORTE A 3R 88,468 63,926
729,884 379,377

The emoluments fell within the following bands: SMEmELNT -
2011 2010
—E——F —E-TF
HK$Nil to HK$1,000,000 =% 7T 21,000,000/ 7T 3 3

During the year, the above senior executives did not receive
any emolument from the Group as an inducement to join or
leave the Group or compensation for loss of office.

11 Earnings per share

(a) Basic

Basic earnings per share is calculated by dividing the profit

RAFEE  UESREEBEALHR
EWREMREAREEZ TS
ERIMAKBERAEE 2 RE K {E
REEREE -

11 BREF

(a) EX
EBRERBRIZARNARERER

attributable to the equity holders of the Company by the AE(E@%UB@MEWE?’*TT B
weighted average number of ordinary shares in issue during mEFHHEEGTE
the year.
2011 2010
—E——F T —EF
Profit attributable to the RRRE=RFA ARG RF
equity holders of the Company 21,264,683 9,185,202
Weighted average number of BBTE ARz METHE
ordinary shares in issue 155,958,905 135,000,001
Basic earnings per share FRREARZF (BL)
(Hong Kong cents) 13.63 6.80




11 Earnings per share (Continued)

12

13

(a)

(b)

Basic (Continued)

The weighted average number of shares used to calculate
the basic earnings per share for the year ended 31 December
2010 includes the issued share capital of the Company of
135,000,001 shares, comprising:

(i) the 1 share of the Company allotted and issued fully
paid on 23 February 2011 (Note 19(a));

(i) the 135,000,000 shares issued for share swap
pursuant to the Reorganisation on 24 March 2011,
27 April 2011 and 19 June 2011 (Note 19(c));

and assuming the 135,000,001 shares were in issue on
1 January 2010.

The weighted average number of shares used to calculate
the earnings per share for the year ended
31 December 2011 includes 45,000,000 issued upon the
listing on the Stock Exchange on 15 July 2011, in addition
to the aforementioned 135,000,001 ordinary shares which
were assumed in issue on 1 January 2010.

Diluted

Diluted earnings per share are equal to basic earnings per
share as there were no potential dilutive ordinary shares
outstanding during the year (2010: Nil).

Loss attributable to the equity holders of
the Company

Loss attributable to the equity holders of the Company is dealt
with in the financial statements of the Company to the extent of
approximately HK$1,209,000.

Dividends

No dividends had been paid or declared by the Company during
the year (2010: Nil).
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19(c)) :

I R 5% 5% 135,000,001 IR 5 2 1A
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14 Property, plant and equipment 14 Y% - BERSE
Leasehold  Furniture
improve- and Office Motor
ments fixtures equipment  vehicles Total
HEWE
£ GRREE BAZRE AE ag
HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT
At 1 January 2010 RZE-TF-H—H

Cost %N 33,382,861 7,250,781 805,659 — 41,439,301
Accumulated depreciation 2EME (8,520,413) (3,133,615)  (232,499) — (11,886,527)
Net book amount ERFE 24,862,448 4,117,166 573,160 — 29,552,774

Year ended 31 December 2010  HE_ZE—F

+-A=t—HIFE
Opening net book amount FORERE 24,862,448 4,117,166 573,160 — 29,552,774
Additions RE 111,346 27,571 32,777 = 171,694
Depreciation charge NEER (4,741,326) (1,462,323) (165,022 — (6,368,671)
Exchange differences ERER 736,659 103,889 16,291 — 856,839
Closing net book amount FIREEFE 20,969,127 2,786,303 457,206 — 24,212,636
At 31 December 2010 R-ZE—ZFF+-F=1+—H
Cost DN 34,654,779 7,530,521 867,260 — 43,052,560
Accumulated depreciation e (13,685,652) (4,744,218)  (410,054) — (18,839,924)
Net book amount REEE 20,969,127 2,786,303 457,206 — 24,212,636

Year ended 31 December 2011  BHE_T——F

+-A=t—HLFE
Opening net book amount FRMFE 20,969,127 2,786,303 457,206 — 24,212,636
Additions NE 7,943,675 57,486 86,618 2,846,109 10,933,888
Depreciation charge HEER (5,209,170) (1,504,875)  (181,619)  (195,463) (7,091,127)
Exchange differences EHERE 833,096 85,379 17,048 4,025 939,548
Reclassification i - (20,033) 20,033 - -
Closing net book amount FREmMFE 24,536,728 1,404,260 399,286 2,654,671 28,994,945
At 31 December 2011 RZE——F+-fA=1+—H
Cost A 44,043,126 7,862,527 1,009,799 2,850,346 55,765,798
Accumulated depreciation 25E (19,506,398) (6,458,267)  (610,513)  (195,675) (26,770,853)

Net book amount BRE#E 24,536,728 1,404,260 399,286 2,654,671 28,994,945
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Property, plant and equipment (continued) 14 Y% - BERREE @

The Group leases two motor vehicles under non-cancellable AREBRTETEREHERE THEM

finance lease (Note 22). The lease terms are between 2 and 5 58 ([5k22) - AEANK2ESF - M

years, and the ownership of the motor vehicles lies within the RERBEBEGAEEME - A&

Group. Motor vehicles include the following amounts where the EERABARBRENERENTE
Group is a lessee under a finance lease: BIELAT &5 ¢

2011 2010

—E——F —T—EF

HK$ HK$

BT BT

Cost — capitalised finance leases KA-—BERNMLZBERE 1,905,158 =

Accumulated depreciation E i (48,026) —

Net book amount BREDFE 1,857,132 -

Trade and other receivables,

15 ERE S REMIRR - &

prepayments and deposits NRERRE
Group Company
REH N2 F
2011 2010 2011
HK$ HK$ HK$
—F——-F —FT-TF =F——F
BT BT BT
Trade debtors JEUNE 5 BR 3K 28,048,035 1,664,690 -
Prepayments, deposits FENRIE - &
and other receivables Ne ELAth & WK IR 10,937,921 3,631,886 1,758,689
38,985,956 5,296,576 1,758,689
Less: non-current portion of deposits & : JERB BN IR S (1,212,228) (934,358) -
Less: non-current portion of W E O BEKEE
prepayment for property, Z R IERIERE I
plant and equipment SELR] (5,000,000) — -
Current portion mEE D 32,773,728 4,362,218 1,758,689
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15 Trade and other receivables,
prepayments and deposits (Continued)

Prepayments, deposits and other receivables are analysed as

& B 755 R

N
EN
S

2>

S
=F St

15 EWE Z R EMER
FREREE @

BNFER - B REMEKER 2 2

follows: LU
Group Company
rEH AT
2011 2010 2011
HK$ HK$ HK$
—E——F ZT-ZFTF ZEBE——F
BT BT BT
Deposits &
Rental deposits HE®R® 1,212,228 934,358 -
Prepayments FENRE
Property, plant and equipment Y - BB k& 5,000,000 — -
Advertising cost & & B AR 1,563,112 — -
Prepaid operating lease (Note 16) TEf & ERA (FHsE16) 850,590 — -
Professional fee EXEH - 2,625,518 -
Others Hftb 553,302 72,010 -
Total prepayments TR F B2 % 7,967,004 2,697,528 -
Other receivables H fth FE UK 1,758,689 — 1,758,689
Total prepayments, deposits ENRIE - &S
and other receivables R B A JE W R IB 42 5R 10,937,921 3,631,886 1,758,689

The carrying amounts of the Group’s trade and other receivables,

prepayment and deposits approximate their fair values.

REERKWE S R EMERR - J’Eiﬁm
Migez REEEE R FERE



15 Trade and other receivables,

prepayments and deposits (Continued)

The majority of the Group’s revenue from hotel operations are cash
sales. Sales of rooms are also made to corporate customers with
an appropriate credit history on credit terms of 30 days. For hotel
consultancy services, the Group offers credit terms to external
customers of 7 days upon acceptance of services by the
customers. As at 31 December 2011, trade receivables of
HK$2,129,389 (2010: HK$153,761) were past due but not
impaired. Management considered that no recoverability problem
on these trade balances as a result of subsequent settlement noted
up to the date of this report and regular repayment schedule
committed by these trade debtors. The aging analysis of these
trade debtors is as follows:
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15 EREZ REMIRR - &

FREREE @

AEEMBEEERZFTEZAESHE
E-RAKAEBGEEERHNEER
FRE=ZTAONEEHEEEEH - 3B
EEEREMNE @ AEERINRESE
TR ERNZETFRELRANEE
H-R—_E—F+=-_A=+—H &
WE 5EFK2,129,389B L (T —F
% : 153,761/870) BEBBEREE -
EHERE  AEEARSHBMBE
Bl R BHEERZSEWE SRR
B ERNRLMEEZZEE S
B TFERES KB FMRE - ZZREUK
ZZRFNERDTAOT ¢

2011 2010
—E-—F —E-F

HK$ HK$

BT 7BTT

Neither past due nor impaired 47 180 B 71 AR RV (B 25,918,646 1,510,929

1-30 days past due #HI1 230K 1,411,770 134,184

31-60 days past due #EI31 260K 647,308 1,116

61-90 days past due #H61 = 90K 3,058 -

Over 90 days past due # HA R 1B 90K 67,253 18,461

Past due but not impaired B 8 #5 8 I ERE 2,129,389 153,761

28,048,035 1,664,690

The credit quality of trade debtors that are neither past due nor
impaired can be assessed by reference to historical information
about counterparty default rates. All debtors are existing customers
with no defaults in the past.

ERRTERENEEEZEFNEER
BEXA2ZERX B F IR KRN
FELERETHE - FAEBEHBARBRE
W EIER SRS IREEP ©
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Trade and other receivables, 15 @iﬁl%ﬁ% })Z,H\ﬂiﬂ,ﬂﬁ*k s
prepayments and deposits (Continued) NREREE @
Trade debtors that were past due but not impaired relate to B BB ERE R FEKE FERFOP &
customers that either have a good track record with the Group or HAEERER FRAELHNEELE X
a sound credit quality. Based on past experience and regular credit BRENER - REBTLREREMEE
risk assessment performed on all significant outstanding trade AREBERKE ZEFETHNEREER
receivables, management believes that no provision for impairment R - EREEE  LEMSERZ
is necessary in respect of these balances as there has not been a EHRBELRERE  BREEERY
significant change in credit quality and the balances are still EEANEEHEZEFRBDER R B
considered fully recoverable. The maximum exposure to credit risk e - kmE B R R A Ll & 58 EUGR
is the carrying value of each class of receivable mentioned above. THWEREE o NE B W& ZF R
The Group does not hold any collateral over these balances. BEMERED -
The carrying amounts of the Group’s trade and other receivables, REEEWE 5 RAMBRK - FBIKIE
prepayments and deposits are denominated in the following RiE® 2 BREEN T EEEHE
currencies:

2011 2010

—EB-—F —E-TF

HK$ HKS

BT BT
RMB AR 32,006,711 3,146,576
HK$ BT 6,979,245 2,150,000

38,985,956 5,296,576

Prepaid operating lease 16 ANEEREY

As at 31 December 2011, the balance primarily represented the
non-current portion of the operating lease payment paid to an
independent third party in respect of the rental of a hotel premise
in the PRC for lease term of 15 years till 30 June 2026.

RZE——F+ZHA=+T—H " &8H=x
EEMBEHAIFE S _NF A=
THERNBENERERNBYE=H
SR EERONRZIERE LD o



17 Interests in jointly controlled entities

On 22 December 2011, the Group entered into a Joint Venture
Agreement (“Agreement”) with an independent third party in relation
to the formation of two jointly controlled entities. During the year
ended 31 December 2011, the Group also entered into hotel
consultancy agreements with jointly controlled entities for
establishment of two hotels in the PRC.

Annual Report 2011
—E—FFRH

17 REBZEFER 8=

R-ZF——F+=-A=1+=H AKHE
SRS R S R B RE 1 82 — 2 B S
F=NRIN—BAEHH ([HH]) - &
E-T——F+-_A=+—BHLHFE"
& B IR E B R B AR 5L W B S T 2
HEIEGI BRI BEBER W

2011
—_E——5F
HK$
BT
Cost of unlisted investments in jointly P 2k R B
controlled entities Z 3k EMRER A 12,017,000
Share of results DIEEE (76,354)
Elimination of unrealised profit on Hif 54 £ 2 [F)47 ) 2 B
transactions with jointly controlled entities ZREBIRR 5 A (2,436,845)
9,503,801
The details of the Group’s interests in jointly controlled entities are REBERNERZEHER 2 ERNFEN
as follows: ™
Attributable
Name of Place of Date of Issued equity Principal
company incorporation incorporation share capital interest activity
NI o it 2 a1t B 5 ERITRA EERAEE FTEEE
Sanya Welcomeinn Hong Kong 7 October 2011 2 ordinary 60% Investment holding
Waterfront Tourism shares of and hotel operation
Limited HK$1 each
=R REEAKE B —T——%F BR1AT REERREESE
IKEBRA A +AtH H)28% 3 i AR
Sanya Welcomeinn Hong Kong 7 October 2011 2 ordinary 60% Investment holding
Jinhua Tourism shares of and hotel operation
Limited HK$1 each
= hRRE R BB —T——% BR1ET REERREEE
REBR R +AtH H) 2% & i AR

The cost of unlisted investments in jointly controlled entities
includes shareholder’s loans of approximately HK$12,017,000 to
its jointly controlled entities for establishment of two hotels in the
PRC. The Group will not demand for the repayment of the
shareholder’s loans, and accordingly, these loans are treated as
capital injection by the Group into the jointly controlled entities.

HEZEHEEZIELEMBRERABIE
/Tj-b_/\q:. imﬁ@%ﬁﬁ%%“/\H*
HIE AR ERL12,017,0005 7T °

AEEWEERKEZEZRRTER - Bit
ZEERERAAEEE ERIEHIEE
ZEE
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17

18

Interests in jointly controlled entities
(Continued)

The summarised financial information in respect of the Group’s
interests in jointly controlled entities which are accounted for using
the equity method is set out below:
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& B 755 R
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17 REAREZEHER Z2ER @

UARE SR A BR AN S M AR SR B AR 122
ERZESNVBERBRIINT

2011

—E——fF

HK$

BT

Non-current assets ERBEE 18,266,015

Current assets MENE E 4

Total assets BEHETE 18,266,019

Current liabilities mEEE (5,516,634)

Net assets BEFE 12,749,385

Loss for the year FEEE 127,257
Cash and cash equivalents 18 RERBEZEEY

2011 2010

—E——F — T T

HK$ HK$

BT BT

Cash at bank RITRE 13,169,343 251,293

Cash on hand FHERE 2,981,213 12,297

16,150,556 263,590

Maximum exposure to credit risk SANEERRRE 13,169,343 251,293
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18 Cash and cash equivalents (continueq) 18 HEeRFASEEY @
The carrying amounts of the Group’s cash on hand and cash at REENFRRE RPITREUTINE
bank are denominated in the following currencies: A -
2011 2010
g% -—T-%
HK$ HK$
BT BT
RMB AR 9,901,196 180,900
HK$ BT 6,249,360 82,690
16,150,556 263,590
As at 31 December 2011, the Group has cash at bank amounting RZE——F+-_A=+—H ' K&ER
to HK$6,919,983 (2010: HK$168,603), which are denominated in RER1TIRE 56,919,983 L (ZE—F
RMB and held in the PRC. The conversion of RMB denominated F 1 168,603/B7T) * AAREFERE
balances into foreign currencies and the remittance of such foreign R - UAREAEEBREEINE R
currencies denominated bank balances and cash out from the R EINE T ERIRITA R KIRSIE D
PRC are subject to relevant rules and regulations of foreign FEIESN - AR BT RMARINES
exchange control promulgated by the PRC government. il 28 Bl KR AR FRBR o
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19 Share capital 19 R
Number of
shares Amount
&g 5 4= &5
Note HK$
B 5 BT
Authorised: JATE ¢
Ordinary shares of HK$0.01 each SR EE0.017 LA I @A
At 1 January 2011 RZE——F—H—H — -
Upon incorporation ez B (a) 39,000,000 390,000
Increase in authorised share #EANEFR0.0175 7T
capital of HK$0.01 each H)JA TE B 2R (c) 741,000,000 7,410,000
At 31 December 2011 RZE—F+=-A=+—H 780,000,000 7,800,000
Issued and fully paid: BEERTRARE
Ordinary shares of HK$0.01 each X EE0.017 LA I @A
At 1 January 2011 R-—E——F—H—H = =
Upon incorporation ez B (a) 1 1
Share swaps =Rl E) (d) 135,000,000 1,350,000
Issue of shares by way of placing ~ NAB& 77 X 217D (e) 45,000,000 450,000
At 31 December 2011 RZE——F+=A=+—~1 180,000,001 1,800,001

The Company was incorporated in the Cayman Islands on 23
February 2011 and therefore there was no issued share capital as

at 31 December 2010.

For presentation purpose, the balance of share capital at 31
December 2010 represented the issued and fully paid share capital
of Legend Strategy, which was the former holding company of the

Group prior to the Reorganisation.

AKRAaR - BE—F_A-+=HEH
SHEFMKY MR ZE—ZFF+=
A=+— B ELMEEITRA -

HREFENME  RZZE—ZFF+_H
=t BZRAESREAREEREHEA
ZHERARME Z B BITHRRAE -



19 Share capital (continueq)

Notes:

(@)

The Company was incorporated in the Cayman Islands on 23
February 2011 with an authorised share capital of HK$390,000
divided into 39,000,000 shares at par of HK$0.01 each. Upon
incorporation, 1 share was alloted and issued at fully paid to the
initial subscriber on 23 February 2011.

On 1 March 2011, the shareholders of Legend Strategy have injected
share capital of HK$9,990,000 as paid-up capital and the issued
capital of Legend Strategy increased from HK$10,000 to
HK$10,000,000.

On 23 March 2011, the authorised share capital of the Company
was increased from HK$390,000 to HK$7,800,000 by the creation
of an additional 741,000,000 shares of HK$0.01 each.

In consideration of the share swaps discussed in Note 1.2,
135,000,000 shares of HK$0.01 each were allotted and issued by
the Company at par to the then shareholder of Legend Strategy,
credited as fully paid.

In connection with the placing of shares of the Company, an
aggregate of 45,000,000 new ordinary shares of HK$0.01 each were
issued at a price of HK$1.20 per share for a total cash consideration
of HK$54,000,000, net of issuance costs of HK$15,519,756.
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19 B &)

fi i

(@)

N-TB——E-FA=+=08 - AA7AN
& TE B A390,0007 7T 4 A 39,000,000
REREEC.OIBTZRNRFASHEHS
FEMANSL o RAEMAKILIE + AARIRZ
T——F A -+ =HEERETIR
BRBRHD TS REA ©

R-ZZT——F=F—08 - #hEREST
& % 759,990,000/ T E AthAE 2 E &
RBEA  HBEZEBITHRAEH
10,0007 T % 10,000,0005 7T °

NZTE——EF=R=+=0 ' AQFE
1B 155 741,000,0000% &A% E E0.0178
JC 2 B& 7 #8% TE B% 72K B3 390,000/ Tt 1%
HNZ 7,800,000 7T °

YEBMT TR 20T 2 B (5 R IR AE -
ANAREEREERSE RO RE R
FETEBEBREMEOC.O1E TH
135,000,0008% A BR%I & % B 2 B&1n °

RARBBMBEEMS @ NAREERS
1. 208 2 BERLBESKRE
54,000,000 7t (2 MK ETEH
15,519,756/ 7T) 174 $£45,000,000
& B EE0.01/ 8 TR FT @A -
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20 Reserves 20 f#E

Group RKE
Retained
Share- earnings/
Share Exchange Statutory Other holder’s (Accumulated
premium reserve reserve reserve contributions losses) Total
(Note i)
REBAN/
R RE PERE EERE Hitffe BRIE (RHER) k]
GiED)
HK$ HKS$ HKS$ HK$ HK$ HKS HK$
B BT B BT AL AL B
At 1 January 2011 R=E-—%-A—H - 1,127,980 182,452 (578,549) 20,751,024 (6,197,791) 15,285,116
Total comprehensive income FRGARAEE

for the year - 562,711 - - - 21,264,683 21,827,394
Shares issued pursuant to REEBEAMETNRN

group reorganisation (Note il (Bt i) - - - 8,598,659 - - 8,598,659
Issuance of shares, net of Bkt (B 0k

share issuing expenses Rty &7 8H) (MHiF196)

(Note 19() 38,030,244 - - - - — 38,030,244
Transfer to statutory reserve EEE TR - - 317,548 - - (317,548) -
At 31 December 2011 RZE-——%

+-R=+—H 38,030,244 1,690,691 500,000 8,020,110 20,751,024 14,749,344 83,741,413
At 1 January 2010 W-2-25-f-A - 632,812 - 10,000 — (15.200541)  (14,557,729)
Total comprehensive income FRGARAEE

for the year - 495,168 - - - 9,185,202 9,680,370
Equity acquired from a WEE ERISE R R AR R g 5

non-controlling shareholder (Pt i)

(Note i) - - (588549 - ~ (588549
Shareholder’s contributions REEE (K siv)

(Note iv) - - - - 20,751,024 - 20,751,024
Transfer to statutory reserve ERZAERE = = 182,452 = = (182,452) =
At 31 December 2010 R-E-ZF+-A=1—-H - 1,127,980 182,452 (578,549) 20,751,024 (6,197,791) 15,285,116
Company AT

Share Accumulated
premium losses Total
B 5% E ZitEA FEEC]
HK$ HK$ HK$
BT BT BT
At 1 January 2011 R=—ZE——%F—HF—H — — —
Loss for the period HAA 518 — (1,208,809)  (1,208,809)
Issuance of shares, net of share BT (B
issuing expenses RDETER) 38,030,244 — 38,030,244
At 31 December 2011 MR_TB——%F
+-A=+—8 38,030,244  (1,208,809) 36,821,435




20 Reserves (Continued)

Note (i):

Note (ii):

Note (iii):

Note (iv):

In accordance with the relevant regulations and the Article of
association, the Group’s subsidiaries incorporated in the PRC
are required to allocate at least 10% of the after-tax profit
according to the PRC accounting standard and regulations to
general statutory reserve until such reserve has reached 50% of
registered capital. This reserve can only be used for specific
purposes and is not distributable or transferable to the loans,
advances, cash dividends. Appropriation to the general statutory
reserve for the year ended 31 December 2011 amounted to
HK$317,548 (2010: HK$182,452).

The other reserves represent the difference between the nominal
value of the issued capital of Legend Strategy, Lai Ying and Triple
Leaf and the nominal value of the 135,000,001 shares issued
and allotted to the above companies by the Company.

On 22 December 2010, the Group has acquired the remaining
40% equity interest in a subsidiary namely Moon Ko at a cash
consideration of HK$3,400,000 from a non-controlling
shareholder. The difference between the consideration paid and
the additional share of the carrying value of net assets of the
subsidiary is recorded in the other reserve.

On 31 December 2010, Mr. Fong has waived the amounts due
to him by the Group’s subsidiaries with the sum of
HK$20,751,024. These amounts were recorded as shareholder’s
contributions to the Group during the year ended 31 December
2010.
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20 f#E @®

B 2 () -

GEIDE

B 5 (i)

B 5 (iv) -

RIBE AR MABERA - &
S B B AR SZ B9 Y B8 2 BRI 2R
REBEHE ST EAN AR DB RE

10% K Bk B 18 348 7| = — A& 0K E b
B EEzHEEEIEMELN
o% &%ﬁ%ﬁﬁ%?ﬁam

/)E&Eui%:t /TA ﬁfr)\
%%5°@£ T——F+— H_
+—RHIEFE  —BETEHEEORE
KEB17,548B L (ZE—FF ¢
182,452/ 7T) °

Hib#fEEE - BAak=%2E
BITRAEEEANR R RZEF AT
217 R B 3% 2 135,000,001 AR A% 19
EEZENER

RZE—ZF+_A=+=ZH &
EEm - BEERKRREMN
3 400 0007 7T 38 & (B W s — i

Rl B40% R AR o St
E’Jiﬁﬁﬁf‘éﬁi;ﬁ&ﬁ% AIEERE
MEINRA BREE 2 AN EEE L
ANE A fEE

RZZE—ZF+-_A=+—H "' &
EEEHREASBH B RREMAE
A% 520,751,024 BT 2 7 © %

EREREE—_T—TFE+=_RA=
+ HIEFE B EREERR
BTE -

103



104

LEGEND STRATEGY INTERNATION/-\L HOLDINGS GROUP COMPANY LIMITED
MWEBERSEZRBRA

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

21 Provision for asset retirement

22

Under the terms of the tenancy agreements signed with landlords,
the Group shall vacate and re-instate the leased hotel premises at
the Group’s cost upon expiry of the relevant tenancy agreements ik
in 8 to 10 years. Provision is therefore made for the best estimate
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21 HBEERRRE
IR R B 5 2 2 2T e T

=
B

B AR N\E T FARBEL N BRI E &
A m BRI A AEE H EE A
EHEME - LB HEBMELEERNK

INE

of the expected reinstatement costs to be incurred. Movements NARBLA MR EI TR - MEEE
of provision for asset retirement are as follows: ERBENZEHOT :
2011 2010
—E——F —E—EF
HK$ HK$
BT BT
At 1 January Hn—HA—H 3,010,390 2,774,655
Finance cost on asset retirement WMEEEEERBENREKA
obligations (Note 8) GG 149,941 135,844
Exchange differences PE 5 A= XB 118,124 99,891
At 31 December R+—_HA=+—H 3,278,455 3,010,390
Finance lease liabilities 22 BMEHEAE

Finance lease liabilities are effectively secured as the rights to the
leased asset, the Group’s motor vehicles amounting to
HK$1,857,132 as at 31 December 2011, would revert to the lessor

in the event of default (Note 14).

HREHEEE (RERR =T —F
—“A=+—H%&%A1,857,1328 2%
H)WEFNEZLNNERIZEHAA  BE

HEAEER EAFEM FIE14) -

2011 2010
—E2——F —E-FF
HK$ HK$
BT 7B TT
Gross finance lease liabilities MEHERGEERE
— minimum lease payment —EBEER K
— Not later than 1 year — B —F 470,208 —
— Later than 1 year and —HBE—FERAFUARN
no later than 5 years 1,414,219 —
1,884,427 —
Future finance charges on finance lease RBEMRE 2 H& B E A (193,585) —
Present value of finance lease liabilities MEHEAERE 1,690,842 =




22 Finance lease liabilities (continueq)

The present value of finance lease liabilities is as follows:

22 MEHEEE»
BEHEEABEORENT :
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2011 2010
—E——F —E—ZF
HK$ HK$
BT 7T
Not later than 1 year TNBE—F 389,204 =
Later than 1 year and BE—FERFUAA

no later than 5 years 1,301,638 —
1,690,842 —

23 Trade and other payables 23 BENEZREMER
Group Company
rEE AT
2011 2010 2011
HK$ HK$ HK$
—2——-F —T-TF =ZF——F
BT BT BT
Trade payables FETE SR 2,583,726 2,086,059 -
Accruals and other payables FERTIE B R B A M5k IE 5,633,825 5,564,552 8,000
8,217,551 7,650,611 8,000
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23 Trade and other payables continued) 23 ENEZRAEMER @
Accruals and other payables are analysed as follows: FEET I B K E fth & 1 5B 2 4T # 51) 4A
T
Group Company
rEH N2 F]
2011 2010 2011
HK$ HK$ HK$
=2 —T-TF =ZF——F
BT I BT
Accruals FEFTIE B
— Accrued staff costs —EFFE TR 2,174,164 1,573,072 8,000
— Accrued audit and professional fee =~ —EstER N EXEH 950,000 1,156,000 -
— Others —H A, - 14,923 -
3,124,164 2,743,995 8,000
Other payables H A JE - 5RIE
— Other tax payable —E b FE T B IR 1,478,765 1,616,500 -
— Deferred revenue —IRFE I =
— membership fee —=HEEH 407,400 545,623 -
— customer loyalty programme —RPEHEE 277,030 266,596 -
— Others —H 346,466 391,838 -
Total accruals FEFTIE B REMER
and other payables FRIAKARE 2,509,661 2,820,557 8,000
5,633,825 5,664,552 8,000
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23 Trade and other payables (continued)

The carrying amounts of the Group’s trade and other payables
approximate their fair values.

The aging analysis of trade payables is as follows:

Annual Report 2011
—T—FFR

23 ERNEZREMERR @
AEBEMNESREMER Y EHEESR

HAFERS -

N EZHRBENREDTOT -

2011 2010
—E——F —E—ZF

HK$ HK$

BT BT

0-30 days 0&E 30X 879,626 1,594,482
31-60 days 31E60X 812,063 251,823
61-90 days 61E 90K 664,430 97,367
Over 90 days HBiBIOK 227,607 142,387
2,583,726 2,086,059

The carrying amounts of the Group’s trade and other payables
are denominated in the following currencies:

AEEEMNE S REMRRZREENK

THE®EE

Group Company

rEH AN

2011 2010 2011

HK$ HK$ HK$

=2 —T-TF =ZF——F

BT o BT

RMB ARE 7,202,795 6,494,611 —
HK$ T 1,014,756 1,156,000 8,000
8,217,551 7,650,611 8,000

107



108

LEGEND STRATEGY INTERNATION/—\L HOLDINGS GROUP COMPANY LIMITED

MWEBERSEZRBRA

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3 =
=F St

>om

& B 755 R

2>
S
misiy

24 Deferred income tax 24 EERTEBH
The analysis of deferred tax assets is as follows: BEEHBEESITAT
2011 2010
—E——F —E-FTF
HK$ HK$
BT B TT
Deferred income tax assets: EEFTISHE BE
— Deferred income tax assets to be — 1218 A & 4=
recovered after more than HEEFTIS T & BE
12 months 1,788,265 1,529,620
— Deferred income tax assets to be — 128 A R
recovered within 12 months RIREFTST & E - =
1,788,265 1,529,620
The movement in deferred income tax assets during the year is as RAEAFEAN  BEMSHREEESHN
follows: T

Accelerated

tax
depreciation Tax losses Provisions Total
ERFRITE HIEEE BiE W
HK$ HK$ HK$ HK$
AT BT BT I
At 1 January 2011 R-E——4%
—H—H 205,943 - 1,323,677 1,529,620
Credited to consolidated FAGEEEREE
statement of
comprehensive income 66,517 — 129,206 195,723
Exchange differences E & =% 9,097 - 53,825 62,922
At 31 December 2011 RZE——%F
+=-—A=+—H 281,557 — 1,506,708 1,788,265
At 1 January 2010 R—_E—ZFF—H—H 128,957 527,946 879,073 1,535,976
Credited/(charged) to B/\\,?E\i Wz R R
consolidated statement of A ()
comprehensive income 74,955 (5614,020) 432,877 (6,188)
Exchange differences E X A5 2,031 (13,926) 11,727 (168)
At 31 December 2010 RZE—TF
‘f’ A=+—H 205,943 — 1,323,677 1,529,620




24

25

Deferred income tax (Continued)

There were no deferred tax liabilities arising from withholding tax
on undistributed earnings as at 31 December 2011 (2010: Nil)
since the PRC subsidiaries have accumulated losses as at 31
December 2011 except for one subsidiary with unremitted earnings
of HK$10,139,542 (2010: HK$1,686,557). Such amounts are
permanently reinvested.

Investment in a subsidiary and amount
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24 EEFBH @

W_ZT——F+_A=+—H8 KT—
e P B A B16%1510,139,542/8 L (—FE—
T4 : 1,686,557 7T) K A E E & A
Sh BB ARNR - ——F+=
A=+—RHHEBEEEE  RIER
BARDRAFNBINROELTEHRIEEFE
—E-TF ) c ZERIEH KA
HEEE -

25 XTI R —EHBRARZ

due to a subsidiary — Company BREREN—EHWEAR
%08
Company
A
2011
—E——F
HK$
BT
Non-current asset ERBEE
Unlisted shares, at cost JEEMRD - KAE 37,507,647
Current liability REEE
Amount due to a subsidiary FEA — M B A R FRIA 636,900

Amount due to a subsidiary is denominated in HK$, unsecured,
interest free and repayable on demand.

e — P B A RIRIBTH A B TTETHE -
SEER  RERAREREER -
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25 Investment in a subsidiary and amount 25 ARER—EHNBATZ

due to a subsidiary — Company (Continued) REREMA—BHEQAE
FIE (&
Particulars of the subsidiaries at 31 December 2011 are as follows: RZEBE——F+_A=+—H8 WEBA
BlZ BT
Issued and
Place of Date of fully paid share Attributable
incorporation/ incorporation/ capital/registered  equity
Name of company establishment establishment capital interest Principal activities
BRfT
SRR/ EEYL/ REUBRAE,/
NGRS B L3 2 XA ERER Efskags FEEH
Legend Strategy British Virgin 15 December 2010 1 ordinary share 100% Investment holding
International Limited Islands (“BVI) of US$1 each (direct)
WERRERAT ABRAES “E-TET-ATER BRiIER (%) REER
((RBRxES]) HRE AR
Lai Ying International Hong Kong 13 April 2007 10,000 ordinary 100% Investment holding
Limited shares of (indirect)
HK$1 each
BRERERAT &h ZERtEEAT=R BRiIAT (%) REER
10,0008k & &%
Triple Leaf Limited Hong Kong 15 March 2007 1,000 ordinary 100% Investment holding
shares of (indirect)
HK$1 each
ZEERAA &h “ERtE=ATHER BRiIAT (%) REER
#11,0000k & B
Legend Strategy Limited Hong Kong 28 May 2007 10,000 ordinary 100% Investment holding and
shares of (indirect) provision of hotel
HK$1 each consultancy services
WEBRAR BB ZERtERAZTNR  BRIAT (%) RERRREREEE B RS
10,0008k & @i
Ablewise Trading Limited BVI 20 September 2005 1 ordinary share 100% Dormant
of US$1 (indlirect)
Ablewise Trading Limited ~ EERZEHS ZERRENAZTH RiETHLER  (F8) e
Moon Ko Development Hong Kong 1 March 2007 8,750,000 ordinary 100% Investment holding
International Limited share of (indirect)
HK$1 each
meERERERAT 0 it S - = BR1ET (%) REER
#8,750,0008%
LBk
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25 Investment in a subsidiary and amount 25 ARER—EHNBATZ
due to a subsidiary — Company (Continued) BREREN—EHEAR
MIHE (@)
Issued and
Place of Date of fully paid share Attributable
incorporation/ incorporation/ capital/registered  equity
Name of company establishment establishment capital interest Principal activities
2R
AL/ FMEKL/ REWRE/
NGRS L3 2 XA ERER EfsRags FEEH
Welcome Inn Hong Kong 24 QOctober 2011 1 ordinary shares 100% Dormant
Management Limited (Date of acquisition) of HK$1 each (indirect)
RREFREEERERAR BB “E-—F+AZtHE  BRiER (%) {FIER%
(KER) R E AR
Legend Strategy BV 1 September 2011 1 ordinary share 100% Dormant
Investment Limited of US$1 (indlirect)
WEREFRAF ABRLES —T-——fnR-H RiETmEERk () fRIEXH%
Legend Strategy BVI 1 October 2011 1 ordinary share 100% Sub-lease arrangement
Management Limited of US$1 (indirect)
WAERERAF RERIES “E——%1+4-H RETmERR  (FE) AEZH
Shenzhen Yuelai Inn The PRC 11 December 2006 HK$8,000,000 100% Hotel operations
Tourists Co., Ltd. (indirect)
AMIBREEEEERAR  TE ZEERETZA+T—H  8,000,000% T (%) BERE
Shenzhen Yingde The PRC 30 May 2008 HK$8,000,000 100% Hotel operations
Tourists Co., Ltd. (indirect)
AIBOEEERAT hE “2E/\$RA=TH 8,000,000 (%) BESE
Shenzhen Modern The PRC 25 April 2008 HK$1,000,000 100% Hotel operations and
Tourists (indirect) provision of hotel
consultancy services
AIEBKXERERRE  TE “2Z/\$MAZ+RHA  1,000,00047 (%) BIE =8 R R R R
Shenzhen Yuelai Inn The PRC 26 November 2008 HKD5,000,000 100% Hotel operations
Co., Ltd. (indirect)
AEREEBRAT e “EZ\E+—-AZF7KA 5,000,000 (@%) BERE
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26 Financial instruments by category

Group ARE
Loans and
receivables
ERE EWFIE
HK$
BT
As at 31 December 2011 R=ZF——F+=HA=+—H
Assets as per consolidated TIANERE AR RN E E
statement of financial position
Rental deposits HEZS 1,212,228
Trade debtors, deposits EREZER  &e
and other receivables R H A e R IE 30,212,684
Cash and cash equivalents HeMReEEY 16,150,556
47,575,468

Other financial

liabilities at
amortised cost
2 8 85 A A
WEME K EE
HK$
BT
Liabilities as per consolidated TGRS M BRARNEE

statement of financial position
Trade and other payables B 5 I H fth fE < 58 4,414,123
Finance lease liabilities BEMEAE 1,690,842
Amount due to a director e EEFRIAE 582,031
6,686,996
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—E——FFR
26 Financial instruments by category contives) 26 ZEEB T HE @)
Group (Continued) AEE &)
Loans and
receivables
BER KW RIE
HK$
BT
As at 31 December 2010 R=ZF—ZF+=-HA=+—H
Assets as per consolidated TIANERE AR RN E E
statement of financial position
Rental deposits HEZS 934,358
Trade debtors and deposits EREZEZRRIZS 1,664,690
Cash and cash equivalents BHeNIREEEY 263,590
2,862,638

Other financial
liabilities at
amortised cost
R SHRC AR

B E Ath B 75 B (R
HK$

PETT

Liabilities as per consolidated
statement of financial position
Trade and other payables
Amount due to a director

SIANRAEM RN RO AE

B 5 N E M AN IR
ENEEFIA

3,670,675
1,338,103

5,008,778
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NOTES TO THE CONSOLIDATED f

FINANCIAL STATEMENTS

26 Financial instruments by category (Continued)

5 B 7

|
=r it

2>

5
i Sin

26 PHEEWMIE &

Company AT
Loans and
receivables
BERRERRIE
HK$
BT
As at 31 December 2011 R=ZF——F+=HA=+—H
Assets as per consolidated TIANERE AR RN E E
statement of financial position
Other receivables H b e W 5K I8 1,758,689

Other financial
liabilities at
amortised cost
2 8 85 A A
WEME K EE
HK$

BT

Liabilities as per consolidated
statement of financial position
Amount due to a subsidiary
Accruals

IIANRAEMBARR RO AE

FEA — I B 2 B 3R
et E R

636,900
8,000

644,900
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by the Group’s subsidiaries with the sum of HK$20,751,024; and
ii) the consideration of acquiring the equity from a non-controlling
shareholder of HK$1,000,000 which was paid by Mr. Fong on

behalf of the Group.

—E—FFRH
27 Cash generated from operations 7 REMBRE
2011 2010
—g—-5 -—=-%
HK$ HK$
BT I
Profit before income tax 5 B 45 5t A g ) 28,852,033 13,522,667
Adjustments for: BTFNIEE FE
— Depreciation —hE 7,091,127 6,368,671
— Finance cost, net —RER RN —FE 143,773 83,442
— Share of results of jointly controlled —DIEEREFIERE  ¥4E
entities 2,513,199 —
Operating cash flow before changes in SIE S AREEF
working capital WEERESME 38,600,132 19,974,780
Changes in working capital: BIEE AR E
— Increase in trade and —ERE S R
other receivables, prepayments HMIRER  BEFER
and deposits ZEEm (40,076,721) (3,808,395)
— Increase/(decrease) in trade and —B S RHEMEMNKRR
other payables &, O A 222,259 (2,448,806)
— (Decrease)/increase in amount —RENESHIE
due to a director Ot A) /& (756,072) 1,338,103
Cash (used in)/generated from operations £ (Fif) ELER & (2,010,402) 15,055,682
Non-cash transactions E S fﬁ@fﬁ%
The major non-cash transactions during the year ended 31 REE-_ZT—ZTF+-_A=*+— EIJJ:¢
December 2010 were i) the waiver of amounts due to a director ER IK#EE\ RS EVNEERBA

HEENE ERIAEMRGTAY20,751 024,%
TG ¢ M EAERERAEE R —FIEE
A% B2 3% £5H1,000,0005%8 7T 7E A U B8 A% e 1Y

B -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3 =
=F St

28 Commitments 28

(a)

(b)

Operating lease commitment

The Group leases various hotel premises under non-
cancellable operating lease agreements. The leases have
escalation clauses and renewal rights. The future aggregate

>om

& B 755 R

2>
S
misiy

i

(a) HEHERSE

AR5 B 1 BB 5 M) 3 A T BE R 8
ReHEwAMEE - HEANRE
BEINE RN A - RRAEET

minimum lease payments are as follows: =EHESLOT :
2011 2010
—E——F —T-FF
HK$ HK$
BT 7T
No later than 1 year B —F 11,613,064 8,595,814
Later than 1 year and BYE—FERFUAA
no later than 5 years 30,369,053 30,484,373
Over 5 years B A F 586,799 5,569,014
42,568,916 44,649,201
Capital commitment (b) BEARAEIE

The Group’s capital expenditure at the end of the reporting

AEERREMRIL RELENER

period but not yet incurred is as follows: XA :
2011 2010
—E——F —T-FF
HK$ HKS
BT PETT

Contracted but not provided for: ERTAERE M
— Capital injection to — HHEZEHERE 2 TE

jointly controlled entities 3,852,618 =

The Group’s share of capital expenditure of jointly controlled
entities included above is as follows:

H A EEIE 2 AR E S {5 R
HIERE Y BARFEIMT

2011 2010
—B-—f —T-FF
HK$ HK$
BT &0
Contracted but not provided for: BT B AR B ¢
— Property, plant and equipment  — Y% - BE MR E 7,338,552 =

The Company has no material commitments as at
31 December 2011 (2010: Nil).

R=B——Ft-A=1—0 &
SEDREMEAFSE(CF—F

FE) -
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Future operating lease arrangements

As at 31 December 2011, the Group had future aggregate
minimum lease receipts under non-cancellable operating leases
as follows:

Annual Report 2011
—E—FFRH

29 RRKLEHERH

R=B——&+=A=+—A A%H
WS R T 2 KRB B
EEKESIT

2011 2010

—E-—F —E-FF

HK$ HK$

BT AT

No later than 1 year B —F 2,446,184 —
Later than 1 year and BYE—FERFUAA

no later than 5 years 9,784,736 —

Over 5 years B A F 11,619,374 —

23,850,294 —

The Company did not have any future operating lease receipt as
at 31 December 2011 (2010: Nil).

Contingent liabilities

The Group and the Company have no significant contingent
liabilities at 31 December 2011 (2010: Nil).

Related party transactions

Transactions between the companies comprising the Group have
been eliminated on consolidation and are not disclosed. Details of
transactions between the Group and the related party are disclosed
below.

RZB——F+=ZRA=+—H &ARQF
WEEAIRKERELHERS (ZF—
THEHE) -

30 ARAEE

R-B——F+-RA=+—H &&H
MARRAEBEABEASARAGE (T~
THEHE) -

31 BEXRS
ERAREOR T ZRNRSERE

AN
FRERYE WA TURE AEESR
RESTNXFHBR TIXEE -
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FINANCIAL STATEMENTS

31 Related party transactions (continued)

(a) During the year ended 31 December 2011, the Group has
transferred certain amounts to the personal bank accounts

of a director, who then paid to external independent vendors.

& B 755 R

N
3><T
S

2>

3 =
=F St

BERXS @)

(a) BE=T——&+=A=t+—HL
- ARERAEBART
BYEH 2L EFNEARTE

31

The nature and the amounts transferred during the year were FEBETSE FAESR 2 ME
summarised as follows: Re@EgmanT
2011 2010
—E——F —E-TF
HK$ HK$
BT BT
— Operating expenses —EERY 2,408,622 —
— Loans to jointly controlled —RETHRAZEHEE 2ER
entities 12,000,000 —
— Prepayment for property, —WE - BEEEE
plant and equipment 2 T IR 5,000,000 —
— Leasehold improvements —HEBEME
on leased hotel premises ZHEMEEE 4,791,378 =
24,200,000 =
(b) The Group had the following significant transactions with the (b) THRIFIAEBRAFEANLERE
related party during the year: FTHEARS :
2011 2010
—E——F —T-FF
HK$ HK$
BT &0
Expenses paid by a director —HREEREAEEZNZER
on behalf of the Group
— Mr. Fong —HEE 582,031 1,806,476
(c) Year-end balances with related party (c) EHEEFMNEFERE
2011 2010
—E——F —T-FF
HK$ HK$
BT BT
Amount due to a director FERTZE S IR
— Mr. Fong —HEaE 582,031 1,338,103

Payable to a director is unsecured, interest free and repayable
on demand. Amount due to a director is denominated in
RMB.

BT —REEAEERT  £EK
BENREE - BNEEREUAR
BESHE -



31 Related party transactions (continued)

32

(c)

(d)

(e)

Year-end balances with related party (Continued)

During the year ended 31 December 2010, the Group repaid
an amount of HK$12,438,859 to Mr. Fong. On 31 December
2010, Mr. Fong has waived the amounts due to him by the
Group'’s subsidiaries with the sum of HK$20,751,024. This
amount was recorded as shareholder’s contributions to the
Group during the year ended 31 December 2010.

On 22 December 2010, Mr. Fong acquired 40% of the equity
interest in Moon Ko from a non-controlling shareholder at a
consideration of HK$3,400,000, of which, HK$1,000,000
was paid by Mr. Fong while the remaining balance of
HK$2,400,000 was paid by Legend Strategy on behalf of
Mr. Fong. The said 40% interest was then transferred to
Legend Strategy at a consideration of HK$1. The carrying
amount of the non-controlling interest in Moon Ko at the
date of acquisition was HK$2,811,000. The Group
recognised the excess of non-controlling interest acquired
over the acquisition cost of HK$589,000 against equity. On
22 December 2010, Legend Strategy acquired the 60%
equity interest in Moon Ko from Mr. Fong at a consideration
of HK$1.

Key management compensation

The emoluments of the directors and senior executives
(representing key management personnel) during the year
are set out in Note 10.

Subsequent events

On 5 January 2012, the Group has transferred HK$3,000,000 to
the personal bank accounts of a director, who then paid to an
independent third party on capital expenditure of the Group’s
leased-and-operated hotel in the PRC.

On 21 February 2012, the Company granted options to certain
directors of the Company and employees of the Group, which
entitle them to subscribe for a total of 900,000 shares at an exercise
price of HK$1.33 per share and are exercisable from 21 February
2012 to 20 February 2014.

31

32 ¢
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BERXS @)
(c) EEBEESFNFELRESR B

HE-_Z—ZF+-_A=+—H1L
FE AEBRAHEEEERE
12,438,8598 7 - R—_ZT—ZTF+
“A=t—H AR4AEEHELRE
BEfNMBARENHEBZESHAE
20,751,024 70,2 5818 ° ILEFIA
REBE-_Z—ZEF+-_A=+—H
IEEEERBEASENRTE
ﬁ o

(d) R=—=—ZTF+-_A=+=A" A
d kM — & IR R E
3,400,000 THREWE RS K

40%PEANHERS - B BRALES
1,000,000/ JT ' Mm% %8

2,400,000/ T Al M AR 5 5L £
T F o Eat40%RER H & 1B T
RELZETHE - REBR @ wE
MIEEREZIE@EE A
2,811,000 7T » AEEE R A
& T & P Uk B A9 SR AR s UK
Bk K % 589,000/ 7T - M- =
—ZF+ A=+ _"H ' thENT
BITRERS EERBER R
B60% IR AN HE 2 ©

FTEEEEHM

RAFER  BEERSRITHAR
(HEEEEEAR) S ENHE
10 -

EEHEZERE

R-ZE——F—ARB AEECRE
RRASERAE 7 BELERENE
AAXMNRTFBLE =2 —RES
1 A SR 17 BR P 85 3,000,000/8 7T ©

R-E——F_A-+—H ARFM
ETARRESERALEEREERLER
B UBTFTREN-_Z——F_A_-+
—HE-_ZT—WF - A -+ AHPMIZRT
FEE1.335 R IE A £900,0008% 3%
12 RER -

(e)
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MWEBERSEZRBRA

SUMMARY FINANCIAL
INFORMATION

The financial information for the years ended 31 December 2007 and 2008
was not disclosed as combined financial statements for the Group have
not been prepared for those years. The summary of the combined results
of the Group for each of the two years ended 31 December 2009 and
2010 and the assets, liabilities and non-controlling interests of the Group
as at 31 December 2009 and 2010 has been extracted from the Company's
listing prospectus dated 30 June 2011. Such summary was prepared as if
the current structure of the Group has been in existence throughout these
financial years. The consolidated results of the Group for the year ended 31
December 2011 and the consolidated assets, liabilities and non-controlling
interests of the Group as at 31 December 2011 are those set out in the
audited financial statements.

MIZERBE

HRAKERBE_TTLFER_FTTN\F+
“A=t - BLFEAEFEHE HIBRE
WU BKBEZEFENTBER - AEEEZE
—ERNER_F-TFEF_A=1t—HIM
EFEEEFNEHEEMEARAIEEN %
ENFR-_F-—FTF+ _A=1T—HWNEE "
BENIFHEHIEER DB AARRRN T —
—FRA=THTEN ETRERERE - 255
ZTRBAEENRERBENZEVREER
—EFENRERMER  AREERE—_T——
FH_A=t—HALFENGAFERAIEH
R-E——F+_A=1t—BHEGE/EE 8
BRI RS NEETZVBRERA -

RESULTS E 44
Year ended 31 December
BE+=-—A=t+—HILEE
2011 2010 2009
—E——fF —E—2F —EENF
HK$ HK$ HK$
BT BT VS TT
Revenue WA 69,592,354 32,317,933 19,545,963
Profit/(loss) before tax B AT E ), (E518) 28,852,033 13,522,667 (3,385,339)
Income tax expense FriS#if X 7,587,350 (3,973,136) (91,480)
Profit/(loss) for the year FRRF, (EE) 21,264,683 9,549,531 (3,476,819)
Attributable to: LT AL :
Owners of the Company ZINNIEF SN 21,264,683 9,185,202 (3,187,896)
Non-controlling interests FE T2 6 1 A m - 364,329 (288,923)
21,264,683 9,549,531 (3,476,819)
> o
ASSETS, LIABILITIES AND NON-CONTROLLING ¥E - AERFZEFIMER
INTERESTS
As at 31 December
R+=—B=+—H
2011 2010 2009
—E——fF —E—2F —ETNF
HK$ HK$ HK$
BT BT 7S TT
Total assets mEE 107,146,344 31,597,999 32,873,140
Total liabilities BEE (21,604,930) (16,312,883)  (45,037,344)
Non-controlling interests FE 122 I 14 A 2 - - (2,393,525)
85,541,414 15,285,116 (14,557,729)

The summary above does not form part of the audited financial

statements.

LB R TR ESM B HRR L D






