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China Fortune Holdings Limited (“China Fortune” or the
“Group”), formerly named Fortune Telecom Holdings Limited,
mainly distributes mobile phones and digital products in the
People’s Republic of China (the “PRC”). The Group was
established in Hong Kong in 1992. It was first listed on the GEM
Board of the Stock Exchange of Hong Kong Limited (Stock
code: 8040) on 16th February, 2000, and then successfully
shifted to the Main Board (Stock code: 110) on 26th January,
2004. The Group has a strong shareholder background and well
operational and professional management team.

The Group is the sole Nokia fulfillment distributor for all Nokia
Stores in the PRC. Besides, the Group owns a retail chain in
Zhuhai,
telecommunication equipments.

the PRC for selling mobile phones and

In 2009, the Group acquired a Strontium mining site in the PRC,
as its first step in entering the natural resource industry.

The corporate culture of the Group rests on the integration of
the West and the East, modern and traditional management
philosophy, with an aim to build up a “Continuous Learning
Enterprise”. The corporate spirit of China Fortune focuses on
“Human Enterprise”. Under the leadership of its aspiring and
energetic management, China Fortune’s staff will team up and
move towards the Group’s goal of ranking as one of the largest
and best wireless communication and data products and
services providers in the region.
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Business Structure
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The former trading arm of the Group — Express Fortune Limited (“EFL”) was
founded by Mr. Lau Siu Ying and his brothers in Hong Kong.

B NEBEERERFRBEBACREARAA([RE]) — AEEAFZE
S EME o

EFL became one of Nokia’s earliest authorized distributors in the PRC.
REKAREDHEFHPREEERER 2 — -

Commenced Fortune Telecom Group’s franchise retail business in the PRC.
RHEHEREESEEE CEERTEER -

Listed on the GEM Board of the Hong Kong Stock Exchange (Stock code:
8040).
MREBIAFTEIZER B (R HR5E - 8040) o

A US$12 million syndicated loan was successfully arranged.
X 2% HE— 812,000,000 T 2 SREE K -

Completed the acquisition of 51% shareholdings of Synergy Pacific
(Holding) Limited (“Synergy Pacific”).
ERURBEBRESD BR)AERLQA (REEH]) 251 %MK#E -

Fortune Shanghai was acknowledged by Shanghai Waigaogiao Free Trade Zone
Management Committee as one of the best enterprises for commodity sales.
REIBELBIISBREIEEEZEGEANRHERERLE L — -

A HK$160 million syndicated loan was successfully arranged.
X2 %2 HE—18160,000,000% 7T 2 IRE E 3K -

The Group has achieved a record annual sale of 2.1 million sets of mobile
phones and a record net profit over HK$60 million.

AEBETFHE _A—TRBEBYERMNBRATEETANNLHE

For a consecutive year, Fortune Shanghai was again acknowledged by
Shanghai Waigaogiao Free Trade Zone Management Committee as one of
the best enterprises for commodity sales.

EEF_F REIEBEELBISHBRNEEREZESEREMIHER
BEEEZ— -
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Listed on the Main Board of the Hong Kong Stock Exchange (Stock code:
110).
REBEZFER B/ (RGASE - 110) o

A US$16 million syndicated loan was successfully arranged.
B3N %2 BE—TE16,000,000% T 2 SRE B ER »

Fortune Shanghai increased its share capital from US$6 million to US$25
million.
Ri&E BB ERAHE6,000,000% 7015 fNZE 25,000,000 7T ©

Successfully completed the acquisition of 100% shareholdings of Synergy
Technologies (Asia) Limited, and the disposal of 46% shareholdings of
Synergy Pacific.

B Ih 52 ik Y B Synergy Technologies (Asia) Limited 2 100% % i & H& &
BB 2 A6%MRIE o

Newly obtained the nationwide distributorship of Samsung mobile phones.
TRE=ZERYEF 2R HE -

Successfully obtained the Fulfillment Distributorship for all Nokia Stores in
the PRC.
RIWBSHEMESETEEEZREEED HE -

Contracted to acquire 51% stake in Zhuhai Reminda Telecom Equipment
Company Limited (B8 EISEBAMZEER A F) and completed the
acquisition in October 2007.

FTAMEHR ST BB EBAMREAR AR Z51%RE TR _TZ+F+ A
TS -

Formed a joint venture with TeleChoice International Limited for the Nokia
fulfillment business.

HiTeleChoice International LimitedfX 3 —FH& & A G  HEHEDRXE
BRI -

Name changed to China Fortune Holdings Limited.
FERTPEREERBRAA -

Completed the acquisition of 50.8% interest in Sifa Mining which has the
right to conduct mining activities in a Celestite (Strontium), Zinc and Lead
mining site situated in the Hubei Province, the PRC.

BRI BB NP EDAILE — MRS A (BB) - 8 RIS ETREE SR
R H50.8% k42
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Dear shareholders,

In the year, the world seems to be recovering from the hit
bought by the financial tsunami in 2008, but no one can deny
we are still under a very challenging business environment. In
such a harsh year, China Fortune has managed to achieve a
better performance in fulfilment distribution business in Year
2009 as compared to Year 2008. The Group has acted as an
exclusive fulfillment distributorship for Nokia, which is believed
to be the most successful handset manufacturer in the world,
among all Nokia Stores (“NS”) in the People’s Republic of China
(the “PRC”), where is believed to be the country with the
strength and potential in taking a lead in the future global
economy. In view of this, the Group is optimistic on the future
performance of our fulfillment distribution business for NS and
as our core business.

In the year, the Group completed acquiring in total 50.8% equity
interest in Sifa Mining which holds a mining right in a site with
Strontium, Lead and Zinc reserves located in the PRC. Because
of the elapse of time for completing the said acquisition, a
substantially higher goodwill was arisen by market and industry
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fluctuations during the year. As such goodwill arising from the
acquisition of Sifa Mining may not be recoverable, it was fully
impaired and recorded as a loss in the year in the sake of
conservatism. This impairment loss was a non-cash expense
with no impact on the Group’s cash flows or operations.

The world becomes even more and more challenging
nowadays, so as the mobile phone industry in the PRC. The
PRC is one of the strongest countries in terms of economic
performance, and with its huge internal consumption and room
for expansion. Though with keen competition, development
potential is still enormous. The Group will continue to
strengthen our existing relationship with the leading
manufacturer to look for further cooperation opportunities.

With a view to diversify the business of the Group, the Group is
actively looking for opportunities which will further enhance the
shareholders’ value.

Finally, | wish to sincerely thank our employees and business
partners for their continued dedication and commitment to the
Group, and | would like to express my appreciation to our
financial institutions, shareholders and investors for their
continuing supports and trust towards the Group.

Lau Siu Ying
Chairman and Chief Executive Officer

Hong Kong, 20th April, 2010
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Financial Review

The operational performance of the Group was improved due to
the amounts recovered from previous provision made for
accounts and other receivables and also the improved result of
the fulfillment distribution business for Nokia Stores in the
People’s Republic of China (“PRC”) which is the core business
of the Group. However, owing to a substantial impairment loss
amount to HK$184.3 million in respect of a goodwill arising from
the acquisition of a mining company in the PRC. The Group
incurred a net loss of HK$172.4 million in this year, as
compared with a net loss of HK$78.8 million in last year, despite
the fact that the Group has recorded a profit in the first half of
this year.

On 23rd December, 2009 (the “Completion Date”), the Group
completed the acquisition of a total of 50.8% effective equity
interest (the “Acquisition”) in Huangshi Sifa Mining Company
Limited (“Sifa Mining”) from Mr. Lau Siu Ying, the Chairman and
the Chief Executive Officer of the Group, and his affiliates
(collectively referred to as the “Vendors”).

As part of the agreement to the acquisition, the Vendors have
undertaken to the Group that the audited profit before tax of
Sifa Mining will not be less than RMB72 million for the first
twelve months following the Completion Date (the “Profit
Guarantee”). If Sifa Mining makes profit before tax of less than
RMB72 million, the compensation for the shortfall of Profit
Guarantee payable by the Vendors to the Group is equivalent to
50.8% of the shortfall amount of the audited profit before tax
compared to RMB72 million, net of tax effect. If Sifa Mining
incurs a loss after tax, the compensation payable by the
Vendors to the Group is equivalent to 50.8% of either the total
loss after tax incurred by Sifa Mining or RMB10 million
(whichever is lower) in addition to the compensation payable if
Sifa Mining makes profit before tax of less than RMB72 million
as detailed above. The compensation payable by the Vendors to
the Group will be set off by the first tranche of the promissory
notes issued to the Vendors as part of the consideration for the
Acquisition.
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In compliance with Rule 14A.59(10)(a) of the Rules Governing
the Listing of Securities on the Stock Exchange of Hong Kong
Limited, the Independent Non-executive Directors will provide
an opinion in the Company’s next published annual report as to
whether the Profit Guarantee is fulfilled, and the Company will
publish an announcement if the audited profit before tax of Sifa
Mining for the first twelve months following the Completion Date
is less than the Profit Guarantee.

In January 2009, the Group entered into a revised agreement
for the Acquisition. The consideration payable for the
Acquisition comprised cash, promissory notes, convertible loan
notes and the Company’s shares. Completion of the acquisition
finally took place on 23rd December, 2009. Because of the
elapse of time between January and December 2009, market
conditions changed and as a result, the fair value of the
consideration payable has increased while the fair value of Sifa
Mining’s major asset, a mining right, has decreased.
Accordingly, the acquisition gave rise to goodwill of
approximately HK$184.3 million which represents the excess of
the fair value of the consideration payable, as adjusted by the

Profit Guarantee, over the fair value of the net assets acquired.

The directors have carefully reviewed Sifa Mining as a cash-
generating unit based on a value in use calculation. Based on
the above review, the directors of the Company are of the
opinion that the goodwill arising from the acquisition of Sifa
Mining may not be recoverable. In the sake of conservatism,
such goodwill was fully impaired and charged to the profit or
loss for this year. This impairment loss was a non-cash expense
which has no impact on the Group’s cash flows or operations.

The Group recorded a consolidated revenue during this year of
HK$2,100.0 million when compared to the last year of
HK$1,834.5 million. This was resulted from an increase in
revenue from the fulfillment distribution business for Nokia
Stores which could offset the drop in revenue contribution to
the Group from the distribution business in Hong Kong.

The gross profit amounted to HK$42.2 million, an increase
when compared to the last year of HK$24.1 million. The gross
margin percentage during the year was 2.0% which was slightly
higher than the last year of 1.3% due to the improvement in the
fulfillment distribution business in this year.
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The selling and distribution costs amounted to HK$25.1 million
when compared to the last year of HK$15.0 million as the
overall revenue achieved during the year was comparably higher
than the last year in the fulfillment distribution business for
Nokia Stores. The administrative expenses amounted to
HK$20.3 million, a decrease when compared to the last year of
HK$26.4 million mainly due to the streamlining of staff cost in
the year.

Owing to the amounts recovered from previous provision made
for accounts and other receivables in the old business (i.e. the
national distribution business in the PRC), the Group has made
a gain of HK$14.9 million during the year when compared to
last year of HK$2.4 million.

As far as the distribution business in Hong Kong is concerned,
due to the weak sentiment in the Hong Kong market which was
experienced by the substantial drop in revenue during the year,
the Group has disposed of this business in August 2009 with a
view to focus its resources in the PRC market which offers more
opportunities to the Group. For disposing this Hong Kong
distribution business, the Group incurred a loss of HK$5.1
million. The Group disposed one of the associates named
Intelligence Tech Limited in this year which achieved an one-off
gain on disposal of HK$1.4 million.

As far as the mobile phone retail chain business in Zhuhai was
concerned, the revenue achieved during the year amounted to
HK$30.7 million, a drop of 27.7% as compared with last year of
HK$42.5 million. Although there was a drop of revenue, the
Group could share a profit from it during this year rather than
sharing a loss in last year due to the streamlining of its
operating costs during the year. The Group shared net gains of
HK$0.7 million from the results of two associates during the
year as compared to the losses in last year of HK$4.0 million
due to the better performance achieved during the year.

The finance costs were substantially reduced from HK$11.6
million in last year to HK$2.3 million in this year due to the
decrease in the level of bank borrowings and decrease in other
financial liabilities.

As a result of the above, the Group reported a net loss of
HK$172.4 million during the year when compared to the net
loss of HK$78.8 million in last year.
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The net asset value of the Group as at 31st December, 2009
amounted to HK$158.3 million or HK$0.23 per share when
compared to HK$189.5 million or HK$0.51 per share as at 31st
December, 2008. The basic deficit per share was HK$0.45 as
compared to HK$0.21 in last year.

As at 31st December, 2009, the Group’s aggregate bank and
other borrowings amounted to HK$14 million when compared
to HK$52.7 million as at 31st December, 2008. Less borrowings
as at the year end was mainly attributable to the intention of the
Group to reduce bank borrowing level and to restructure a
better borrowing facility in the future. The gearing ratio of the
Group, defined as the ratio of the total long term liabilities to the
shareholder’s equity, was 1.54 as compared to zero as at 31st
December, 2008. The Group did not have any long term liability
in last year but incurred long term deferred tax liabilities,
convertible loan notes and promissory notes in the acquisition
of Sifa Mining in this year.

The total bank deposits and cash balances amounted to
HK$7.3 million as at 31st December, 2009 without any deposit
pledged to banks. The Group is financed by a combination of its
equity capital, cash flow generated from its operation and bank
borrowings. During the year, there was no material change in
the funding and treasury policy of the Group. The Group
considers the only potential currency exposure is in Renminbi as
the majority of its revenue is derived in the PRC. It is the
treasury policy of the Group to manage its foreign currency
exposure whenever its financial impact is material to the Group.

The inventories of the Group as at 31st December, 2009
amounted to HK$164.8 million, mainly comprised inventories
from the fulfillment distribution business for Nokia Stores. The
inventories of the Group as of 31st December, 2008 amounted
to HK$160.3 million in which around HK$20 million was coming
from the distribution business in Hong Kong which was
disposed during this year. The inventory turnover period was 29
days in this year when compared to 32 days of last year. The
Group will continue to apply strict policy in inventory control in
the future.
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The amount of trade and other receivables as at 31st
December, 2009 was HK$85.8 million, mainly comprised
receivables from the fulfilment distribution business for Nokia
Stores. The trade and other receivables of the Group as of 31st
December, 2008 amounted to HK$76.8 million in which around
HK$17.4 million was coming from the distribution business in
Hong Kong which was disposed during this year. In order to
minimize the credit risk for the trade receivables, the Group has
implemented strict control on the determination of credit limits,
credit approvals and other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. In addition,
the revenue generated from the fulfillment distribution business
for Nokia Stores is mainly on cash basis which further reduces
the credit risk of the Group.

Upon completion of the acquisition of Sifa Mining in this year,
the Company issued convertible loan notes and promissory
notes as part of the consideration in the Acquisition with
carrying values amounted to HK$100.3 million and HK$49.7
million respectively as at 31st December, 2009. Besides, the
Company issued approximately 306 million new shares as part
of the consideration in the Acquisition, amounted to HK$30.6
million at par value. On 4th January, 2010, the Company issued
and allotted a total of 142,857,142 ordinary shares of HK$0.10
each in the Company upon exercise in full by the holders of the
Company’s convertible loan notes.

On 4th September, 2007, the Group and TeleChoice
International Limited (“TeleChoice”), entered into an agreement
to establish a subsidiary (the “Fulfilment Subsidiary”) to engage
in the logistics and fulfillment business for Nokia Stores in the
PRC (the “Fulfillment Business”). TeleChoice injected HK$50
million for 40% equity interest in the Fulfillment Subsidiary, while
the Group injected HK$25 million for 60% equity interest
therein. At the same time, the Company granted a put option to
TeleChoice pursuant to which TeleChoice can require the
Company to purchase its entire 40% equity interest in the
Fulfillment Subsidiary at a price of HK$50 million during the
period from 1st March, 2008 to 31st December, 2008. The put
option liability, representing a host debt instrument with a not
closely related embedded non-option derivative which is linked
to the profitability of the Fulfilment Business, was recognised as
other financial liabilities. In late December 2008, TeleChoice
exercised its put option. The financial liabilities due to
TeleChoice amounted to HK$52.6 million as of 31st December,
2008 had been fully settled by the Group in the year.
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As at 31st December, 2009, the Group had in total 243
employees as compared to 218 employees as at 31st
December, 2008. Employees were remunerated according to
the nature of their job duties and market trend. The Group
provided staff welfare and fund contribution to its employees in
accordance with the prevailing regulations in the PRC and Hong
Kong. There was no material change in the remuneration policy,
bonus scheme and share option scheme during the year. The
Group has a share option scheme under which the Company
may grant share options to the participants, including directors
and employees, to subscribe for shares of the Company.

According to the statistics released by the Ministry of Industry
and Information Technology of the People’s Republic of China
(“MI1”), there were more than 747 million subscribers to mobile
phone services in the PRC as at the end of 2009, equivalent to
a penetration rate of 56.3 users per 100 persons. The low
penetration rate in the rural market, where more than half of the
population in the PRC resides, together with the 3G services
and the continued economic growth in the PRC, mean that the
PRC market still has a lot of untapped potential.

While there are continuing intense competitions among the big
mobile phone manufacturers in the PRC, they are trying to cut
the distribution layers by directly supplying to the provincial
distributors and leading retailers with a view to increase their
profitability. Because of this, leading vendors have developed
multi-channel distribution models which include “national
distribution”, “provincial distribution”, “direct to retail” and
“direct to operator”.

As one of the integrated fulfillment distributors in the PRC, the
Group provides all necessary services, which include but not
limited to transaction handling, credit financing, delivery, rebate
execution, stock buffering and B2B system integration, etc. In
return, the Group receives a contractual margin, as well as
various rebates as its service income. This business model is
more transparent, allowing the buyers, the suppliers and the
Group to share common information and enhances the
efficiency of all the activities of the value chain.

RZFZFNF+-_A=1t—0 ~&KH
HEEM243%EE MR _TZENEF+ =
A=+t—RHAB218%(EE - BEFH MK
FEBREULERMEBEME - A&E
REHBEREFENERRGIMESRMH
BTRANMEASHR - FR - FHMIK
R EAR S RBREFSLEEE
¥ AEECHFTERESE  AAF
Am2aE(BREERER) BRHATR
B R A B R A HE

BIEPEAREIMNETZEME S ER
(TTEFMEBALEL]) BMHFHT 2R -
RZTZTNFE FEMNREEFERS
BFE AiBiH747,000,000A @ L KEA
B100AE56.38AF - ARMEFEER
AR MRS @S E RERE - 0Lk
SGHRBRABILEERELER  REPEH
MSNBRAERES -

BEEZRFTENE  FEERNRBER
HEMEMERBERAERDHAR
I2TERHEMBLDHEER - NIE
SRAMEES - Fitt - ABBERIEZR
BOHEER  BREIZESHE] - [0
M [EETEIRIEEZER] -

ERTFEGARZXEENHEE LI &~
SERE-VLERYE  BERETRR
RERE - FERE - NE - OHH
17 BIFEEBHB2BRMENSF - KNEE
S UER 9 TE F B R % 1 B 304 3 AR 1S W
A ZEBEAERAERS  BER
HEFEAEETAZERARIERSER
BAMMAEBHUE -

China Fortune Holdings Limited PR &=IZERER AT

Annual Report 2009 F ¥

15



16

The fulfillment distribution business for Nokia Stores,
contributing to more than 90% of the Group’s revenue,
continued to make significant contribution to the overall
performance of the Group during the year. It will continue to be
a core business of the Group in view of the enormous mobile
phone market in the PRC and the leading position of Nokia in
the PRC market. On the other hand, the businesses of the
associate and the subsidiary engaging in the mobile phone retalil
chain in Zhuhai of the Group remained a challenge due to the
intense competition in the market. As far as the distribution
business in Hong Kong is concerned, due to the weak
sentiment in the Hong Kong market which was experienced by
the substantial drop in revenue as explained before, the Group
had disposed of this Hong Kong business in August 2009 with
a view to focus its resources in the PRC market which offers
more opportunities to the Group. In October 2009, the Group
had also disposed one of the associates named Intelligence
Tech Limited with the same reason. In June 2009, the Group
had entered into a deed of termination by mutual consents of
the vendor (a wholly-owned subsidiary of the Company) and the
purchaser (Mr. Lau Siu Ying, Chairman and CEO of the
Company) to terminate the proposed disposal of 49% interest in
the FTC distribution business.

In December 2009, the Group completed the acquisition of
50.8% interest in Sifa Mining, which owns the right to conduct
mining activities in a mining site which is located in Huangshi,
southeastern Hubei. The said mining site has a general mining
area of approximately 0.62 square kilometers and the mineral
resources of the mining site include Celestite, Zinc and Lead.
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The Group entered into the market of natural resources in the
year after completing the acquisition of Sifa Mining. After this,
the Group can further explore business and investment
opportunities in the natural resources industry.

The continued economic growth in the PRC, supported by a
high internal consumption and together with the room for
expansion in the penetration rate of the mobile phone users in
the PRC, creates a huge market and great opportunities for the
Group to move forward. The Group will continue to strengthen
our existing relationships with the leading manufacturers and to
look for new cooperation opportunities with all other
manufacturers and operators with a view to establish a firm
foundation for our future growth, based on our successful
experience in the fulfillment distributorship business with Nokia.

With a view to diversify the business of the Group, the Group is
actively looking for opportunities which will further enhance the
shareholders’ value.
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Mr. LAU Siu Ying, aged 46, is the founder, Chairman and Chief
Executive Officer of the Company since 1992. Mr. Lau has
extensive working experiences in the telecommunications
industry for over 18 years and has established solid business
contacts in both Hong Kong and the PRC. Mr. Lau is
responsible for directing the Group’s overall business policy and
strategies as well as overseeing the Group’s business
development in Hong Kong and the PRC. Prior to setting up his
business, Mr. Lau worked for Hutchison Whampao Group for
approximately 5 years, in charge of the business development
of the telecommunications in the PRC. Mr. Lau holds a bachelor
degree in Business Administration from the Chinese University
of Hong Kong and a Master of Science degree in Information
Technology from the National University of Ireland, Dublin.

Mr. Lau is currently the trustee in New Asia College of The
Chinese University of Hong Kong, the Board Councilor of China
Mobile Communications Association and the executive
chairman of Chinese Chamber of Information and
Communication Technologies. In the aspects of social and
economic activities, Mr. Lau is devoted to promoting economic
and educational development. He served as the vice president
of the Hong Kong Association of Jieyang, the honorary
president of Shanghai Chaoshan Chamber of Commerce, the
committee member of the Chinese People’s Political
Consultative Conference in Yunfu city, Guangdong province of
the PRC, Hong Kong and Macau Director of the Dongguan City
Youth Federation.

Mr. LUO Xi Zhi, aged 52, joined the Group in October 1995
and was appointed as an Executive Director of the Company in
September 2002. Mr. Luo is also the Financial Controller of the
Group’s PRC operation. Mr. Luo holds a certificate in
Accounting from the Finance Academy of Jiangxi Province. Mr.
Luo has over 20 years of financial and accounting experience in
the PRC. Prior to joining the Group in 1995, Mr. Luo was the
chief accountant for Zhaoqing Sz Di Telecom Co., Ltd.
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Mr. WANG Yu, aged 44, joined the Group in April 2006 and
was appointed as an Executive Director of the Company in
November 2009. Mr. Wang is the Vice President of a major
subsidiary of the Company located in the PRC, being mainly
responsible for the administration and management of the
operations of the Company and its subsidiaries in the PRC. Mr.
Wang graduated from Xi’an Jiaotong University with a master
degree and a bachelor degree in Computer Science. Mr. Wang
has more than 10 years working experiences in channel and
distribution management on computer products and mobile
phones with local and multinational companies in the PRC. Prior
to joining the Group, Mr. Wang was a General Manager of a
listed company in the PRC focusing on IT business.

Mr. FUNG Oi Ip, Alfonso, aged 53, is a Law Costs Draftsman
accredited by The Law Society of Hong Kong, who owns and
runs the leading Law Costs Draftsman firm in Hong Kong which
was established in 1986. A pioneer in his profession, Mr. Fung
taught himself computer programming, developed and
published a specialist law costing software in 1986. The
software was subsequently licensed to the Hong Kong
Government for use in the Legal Aid Department. Mr. Fung also
takes a keen interest in developing Internet related business.
Mr. Fung is an Accredited Mediator accredited by the Hong
Kong Mediation Centre in 2009. Mr. Fung was appointed as a
Non-executive Director of the Company in October 1999.

Mr. LO Wing Yat, aged 51, is a Director and Managing Director
of CITIC International Financial Holdings Limited, a Director of
CITIC Ka Wah Bank Limited, a Director and the Chief Executive
Officer of CITIC International Assets Management Limited, and
the Executive vice-chairman and the Chief Executive Officer of
CIAM Group Limited. Mr. Lo graduated from the University of
Hong Kong with a bachelor degree in laws. Mr. Lo was admitted
as a Solicitor of the Supreme Court of Hong Kong in 1984 and a
solicitor of the Supreme Court of England and Wales in 1989.
Prior to joining CITIC International Financial Holdings Limited,
Mr. Lo served as an in-house counsel of Bank of China Hong
Kong-Macau Regional Office and a partner of Linklaters. Mr. Lo
was appointed as a Non-executive Director of the Company in
October 1999.
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Mr. CHANG Wing Seng, Victor, aged 72, last held the position
of Managing Director of APCG Business Pte. Limited. Prior to
this, Mr. Chang was the Managing Director of Singapore
Technologies Telecommunications (Beijing) Pte. Ltd. based in
Beijing for 2 years. Mr. Chang had held various senior
management positions over 25 years with the Singapore
Technologies Group, mainly as the Director of Finance. Mr.
Chang was a graduate in Accounting from the Royal Melbourne
Institute of Technology, Melbourne, Australia and the Institute of
Chartered Accountants in Australia. Mr. Chang had also
completed the Program for Management Development at the
Harvard University Graduate School of Business Administration.
Mr. Chang was a certified public accountant in both Singapore
and Australia. Mr. Chang was appointed as an Independent
Non-executive Director of the Company in October 1999.

Mr. WONG Lit Chor, Alexis, aged 51, graduated from the
University of Toronto, Canada in 1981 with a bachelor degree in
Arts majoring in economics and commerce and has obtained a
master degree in Business Administration from the Chinese
University of Hong Kong in 1987. Mr. Wong has over 20 years
of banking, investment, corporate finance and securities dealing
experience gained from working as a senior executive in a
number of listed local and PRC financial services companies.
Mr. Wong is also an independent non-executive director of a
company listed on the Main Board and a company listed on the
GEM Board of the Stock Exchange of Hong Kong. Mr. Wong
was appointed as an Independent Non-executive Director of the
Company in September 2006.

Mr. CHEN Yi Gang, aged 57, graduated from Shaoxing
Institute of Administration, majoring in Corporate Management.
Mr. Chen was a senior executive in a number of PRC
telecommunication companies and senior management in a
number of large IT enterprises. Mr. Chen has over 30 years of
experience in the field of telecommunication. Mr. Chen was
appointed as an Independent Non-executive Director of the
Company in February 2007.
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Mr. LAM Man Kit, aged 34, was appointed as the Company
Secretary of the Company in February 2010. Mr. Lam is also the
Deputy Financial Controller of the Group. Mr. Lam graduated
with a bachelor degree of Business Administration from the
University of Hong Kong and is a fellow member of the
Association of Chartered Certified Accountants and a member
of the Hong Kong Institute of Certified Public Accountants. Prior
to joining the Group in January 2007, Mr. Lam has years of
financial and audit experiences in Hong Kong and the PRC.

Mr. LO Kwok Leung, Jeff, aged 41, is the Sales Director of
the Group in charge of sales and marketing activities in the PRC
and acts as the Business Unit Deputy General Manager
handling Nokia Stores business in the PRC. Mr. Lo obtained his
bachelor degree in Fu-Jden Catholic University in Taiwan, major
in sociology. Prior to joining the Group in July 2000, Mr. Lo has
had almost 10 years experience in Hong Kong and the PRC
responsible for the sales and marketing of consumer electronic
products in the PRC.

Mr. KUANG Huai Bin, aged 49, is the General Manager of
Zhuhai Reminda Telecom Equipment Company Limited. Zhuhai
Reminda Telecom Equipment Company Limited formally joined
the Group and became a subsidiary of the Group in October
2007. Mr. Kuang was graduated from Guandong Provincial
School of Electricity, and holds MBA degree from the University
of Wales of UK. Mr. Kuang had been the senior technical
management of China Telecom, has over 30 years experience in
telecommunications, and has nearly 20 years working
experience in the manufacturing and retail chains of domestic
communications products in the PRC.
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Mr. FONG Kin Kiu, aged 45, is the chief technology officer of
the Group. Mr. Fong holds a bachelor’s degree from the
University of Hong Kong and two master degrees, one in
strategy marketing from University of Hull and the other in
information management from National University of Ireland. He
is a fellow member of the Chartered Institute of Marketing and
the Hong Kong Institute of Director. He also holds international
professional qualifications as Chartered Marketer and Chartered
Information Technology Professional. Mr. Fong acts as the
chairman of the Hong Kong Wireless Technology Industry
Association, vice chairman of The Professional Validation Centre
of Hong Kong Business Sector, board member of the
Regulatory Affairs Advisory Committee - Office of the
Telecommunications Authority, board member of the Chinese
Language Interface Advisory Committee - Office of the
Government Chief Information Officer and board member of the
ICT Services Advisory Committee - Hong Kong Trade
Development Council. Mr. Fong has been invited to be the
visiting lecturer and course advisor for Hong Kong Polytechnic
University since year 1999.
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The Board is committed to maintaining high standards of
corporate governance with a view to assuring the integrity,
transparency and quality of disclosure to protect the interests of
all shareholders. The Company has applied the principles and
complied with all the applicable code provisions of the Code on
Corporate Governance Practices (the “Code”) as set out in
Appendix 14 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”)
for the year ended 31st December, 2009, except for the
deviations as stated in paragraph headed “Chairman and Chief
Executive Officer” and “Re-election of Directors”.

The Board will continuously review and improve the corporate
governance practices and standards of the Company to ensure
the business activities and decision making processes are
regulated in a proper and prudent manner.

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 of the Listing Rules for securities
transactions by Directors of the Company during the year under
review.

Having made specific enquiry with all Directors, each of whom
has confirmed that he has complied with the required standard
as set out in the Model Code for the year ended 31st
December, 2009. The Model Code also applies to other
specified senior management of the Group.
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The Board of Directors of the Company comprises:

Executive Mr. Lau Siu Ying (Chairman),

Directors: Mr. Luo Xi Zhi and Mr. Wang Yu

Non-executive Mr. Fung Oi Ip, Alfonso and

Directors: Mr. Lo Wing Yat

Independent Non-
executive Directors:

Mr. Chang Wing Seng, Victor,
Mr. Wong Lit Chor, Alexis and
Mr. Chen Yi Gang

The Board comprises three Executive Directors (including the
Chairman), two Non-executive Directors and three Independent
Non-executive Directors of which the number of Independent
Non-executive Directors represents more than one-third of the
Board. The Directors are, collectively and individually, aware of
their responsibilities to the shareholders, for the manner in
which the affairs of the Company are managed and operated.
The Directors’ biographical information is set out under the
heading “Directors and Senior Management Profile” in this
annual report.

The Board, headed by Mr. Lau Siu Ying, is responsible for the
overall strategic development of the Group, the monitoring of
the financial performance and the internal controls of the
Group’s business operations. All Directors and Board
Committees have access to external legal counsel and other
professionals for independent advice at the Group’s expense if
necessary.
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Two Board Committees, namely, the Audit Committee and the
Remuneration Committee, have been established to oversee
particular aspects of the Group’s affairs. The Board has
delegated the day-to-day management and operations of the
Group’s business to the management of the Company and its
subsidiaries. Major corporate matters that are specifically
delegated by the Board to the management include the
preparation of the financial statements for the Board’s approval,
the execution of business strategies approved by the Board, the
implementation of internal controls system and risk
management procedures, and the compliance with relevant
statutory requirements and other rules and regulations.

To the best knowledge of the Company, there is no financial,
business, family or other material/relevant relationship among
the members of the Board.

Provision A.2.1 of the Code stipulates that the roles of chairman
and chief executive officer should be separated and should not
be performed by the same individual but Mr. Lau Siu Ying
currently assumes both roles of the Chairman and the Chief
Executive Officer of the Company.

Provision A.4 of the Code states that all directors should be
subject to re-election at regular intervals. However, Mr. Lau Siu
Ying, being the Chairman of the Board, does not need to retire
by rotation.

Mr. Lau Siu Ying has been in charge of the overall management
of the Company since its incorporation. As a result, although he
does not need to retire by rotation and assumes both roles of
the Chairman and the Chief Executive Officer of the Company,
the Board considers that such arrangement at the Group’s
current stage of development can facilitate the execution of the
Group’s business strategies and maximize the effectiveness of
its operations. Nevertheless, through the supervision from the
Board including the Independent Non-executive Directors, the
interests of the shareholders should be adequately and fairly
considered.
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All Non-executive Directors of the Company are not appointed
for a specific term as stipulated under the provision A.4.1 of the
Code but are subject to retirement by rotation in accordance
with the Company’s Bye-laws. In accordance with the relevant
provisions in the Bye-laws of the Company, if the appointment
of Directors is made by the Board, the Directors so appointed
must stand for election by the shareholders at the first annual
general meeting following their appointments and all Directors,
except the Chairman, must stand for re-election by the
shareholders by rotation.

The Non-executive Directors, including the Independent Non-
executive Directors, are all seasoned individuals from diversified
background and industries and at least one member has an
appropriate accounting qualification or related financial
management expertise as required by the Listing Rules. With
their expertise, they bring independent judgement on issues of
strategic direction, development, performance and risk
management through their contributions at Board meetings and
Committee’s works.

The Independent Non-executive Directors also act as a balance
between the interests of the minority shareholders and the
Company as a whole. The Board considers that each
Independent Non-executive Director is independent in character
and judgement and that they all meet the specific independence
criteria as required by the Listing Rules. The Company has
received from each Independent Non-executive Director an
annual confirmation of his independence pursuant to Rule 3.13
of Chapter 3 of the Listing Rules and the Company still
considers such Directors to be independent. The Independent
Non-executive Directors are explicitly identified in all corporate
communications.
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The Directors acknowledged the responsibilities for preparing
the financial statements which give a true and fair view of the
affairs of the Company and its subsidiaries. The auditors are
responsible to form an independent opinion, based on their
audits, on the Group’s financial statements and express their
opinions.

The Board had held seven meetings this year to review the
financial performance of the Group and other major issues. The
views of the Independent Non-executive Directors were actively
solicited by the Group if they were unable to attend the
meetings of the Board.

The names of the Directors and the individual attendance of
each Director during the year is as follows:

EXTHAGARERUEER AT
J R AN 2 B) Re S BB & B B #5 AR5 B B
BHRE ZEMAEERBKFZERM
BAKEPBBRRERBUBERLRRE
BEZER -

EEEXAFEAMEREHE  BRILAE

B HBERAREMEESRIR © WHZL
HRNTESTREFEEH  A5ESE

BREREFCER -

FA BEFZ2HRREBUEEZERH
BRI

Executive Directors HBTES
Mr. Lau Siu Ying (Chairman) R/ NEFLE (FE) 6/7
Mr. Luo Xi Zhi BEZRHE 5/7
Mr. Wang Yu FREE

(appointed on 12th November, 2009) (R-ZFEZFZNF+—AT-HEZT) 1/1
Non-executive Directors FHTES
Mr. Fung Qi Ip, Alfonso HEELE 7/7
Mr. Lo Wing Yat EoxigEE 2/7
Independent Non-executive Directors BIYFHTES
Mr. Chang Wing Seng, Victor B0k B 5 A 5/7
Mr. Wong Lit Chor, Alexis RV A 7/7
Mr. Chen Yi Gang B IR 5 A 3/7

The Board has established Board Committees, namely Audit
Committee and Remuneration Committee to oversee particular
aspects of the Company’s affairs and to assist in the execution
of the Board’s responsibilities.
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The Company has formulated written terms of reference for the
Audit Committee in accordance with the requirements of the
Listing Rules and its current members comprise:

Mr. Chang Wing Seng, Victor — Committee Chairman
Mr. Wong Lit Chor, Alexis

Mr. Fung Oi Ip, Alfonso

Mr. Chang Wing Seng, Victor and Mr. Wong Lit Chor, Alexis are
Independent Non-executive Directors and Mr. Fung Oi Ip,
Alfonso is a Non-executive Director. The Board considers that
each Audit Committee member has broad commercial
experiences and there is a suitable mix of expertise in business,
accounting and financial management on the Audit Committee.
The composition and members of the Audit Committee comply
with the requirements under Rule 3.21 of the Listing Rules.

The Audit Committee’s primary responsibilities include reviewing
the reporting of financial and other information to the
shareholders, the system of internal controls, risk management
and the effectiveness and objectivity of the audit process. The
Audit Committee also provides an important link between the
Board and the Company’s auditors in matters coming within the
scope of its terms of reference and keeps under review the
independence and objectivity of the auditors.

The Audit Committee has reviewed with the management the
accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters
including reviews of the half-year and full year accounts for the
year ended 31st December, 2009. Each member of the Audit
Committee has unrestricted access to the auditors and all
senior staff of the Group.

Individual attendance of each Audit Committee member during
the year is as follows:

Mr. Chang Wing Seng, Victor ok B
Mr. Wong Lit Chor, Alexis | EE
Mr. Fung Oi Ip, Alfonso HEBERE
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In considering the nomination of new Directors, the Board will
take into account the qualification, ability, working experience,
leadership and professional ethics of the candidates.

Furthermore, as the full Board is responsible for the selection
and approval of candidate for appointment as Director to the
Board, therefore the Company has not established a
Nomination Committee for the time being.

The Company has formulated written terms of reference for the
Remuneration Committee in accordance with the requirements
of the Listing Rules and its current members comprise:

Mr. Chang Wing Seng, Victor — Committee Chairman
Mr. Wong Lit Chor, Alexis
Mr. Fung Qi Ip, Alfonso

Mr. Chang Wing Seng, Victor and Mr. Wong Lit Chor, Alexis are
Independent Non-executive Directors and Mr. Fung Oi Ip,
Alfonso is a Non-executive Director. The Remuneration
Committee is responsible for ensuring that formal and
transparent procedures for developing remuneration packages
of directors and senior management. In determining the
emolument payable to directors, it takes into consideration
factors such as remuneration paid by comparable companies,
time commitment and responsibilities of the directors,
employment conditions elsewhere in the Group and the
desirability of performance-based remuneration.

On 16th January, 2009, the Remuneration Committee had held
a meeting (with all its members present) to review the
remuneration packages of all the Directors. It was resolved by
the Remuneration Committee that the director fee for Mr. Chang
Wing Seng, Victor, Mr. Wong Lit Chor, Alexis and Mr. Fung Oi Ip,
Alfonso was revised to HK$100,000 per annum effective from
year 2008, after taking into account the time commitment and
the market trend of comparable companies.
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Deloitte Touche Tohmatsu was re-appointed as the Company’s
external auditors by the shareholders at the Annual General
Meeting on 8th June, 2009, until the conclusion of the next
Annual General Meeting. They are primarily responsible for
providing audit services in connection with the financial
statements of the Group for the year ended 31st December,
2009. During the year, the fees charged to the accounts of the
Group for Deloitte Touche Tohmatsu’s statutory audit services
amounted to HK$1,100,000 (2008: HK$1,000,000).

The Board has overall responsibility for the system of internal
controls of the Company and for reviewing its effectiveness. The
Board is committed to implementing an effective and sound
internal controls system to safeguard the interest of
shareholders and the Group’s assets. The Board has delegated
to the management the implementation of the system of internal
controls and the review of all relevant financial, operational and
compliance controls and risk management function within an
established framework. The Board has confirmed with the
management that there was no change in the internal control
system of the Group.

The Company endeavours to maintain a high level of
transparency in the communication with the shareholders and
the investors. In order to ensure effective, clear and accurate
communications with the investors and analysts, all corporate
communications are arranged and handled by the executive
Directors and the designated section executives according to
established practices and procedures of the Company.
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The Company has announced its annual results and interim
results in a timely manner during the year under review. The
Company’s Annual General Meeting provides a platform for
shareholders to have a direct dialogue with the Board.
Shareholders are encouraged to attend the Annual General
Meeting and the Chairman and other members of the Board or
their duly appointed delegates are available to answer questions
from the shareholders.

The Company has also maintained a website at http://
www.fortunetele.com which enables shareholders, investors
and the general public to have access to the information of the
Company. Financial information and all shareholder corporate
communications of the Company are made available on the
Company’s website, which is to be updated regularly.

The Company is committed to high standard of business ethics
and integrity. A code of conduct is enforced on all employees of
the Group. The employees at all levels are expected to act in an
honest, diligent and responsible manner. No personal gifts or
other forms of advantages from any person or organisation
doing business with the Group can be accepted by any
employee. Business partners and customers are reminded from
time to time that our policy forbids any employee or agent of the
Group from accepting any gift from them.
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The directors present their annual report and audited
consolidated financial statements for the year ended 31st
December, 2009.

The Company is an investment holding company. The principal
activities of its principal subsidiaries and principal associates are
set out in notes 46 and 47 to the consolidated financial
statements.

The results of the Group for the year ended 31st December,
2009 are set out in the consolidated statement of
comprehensive income on pages 45 to 46 of the annual report.

No interim dividend was declared during the year. The directors
do not recommend the payment of a final dividend.

Details of movements during the year in the plant and
equipment of the Group are set out in note 17 to the
consolidated financial statements.

Details of the share capital of the Company are set out in note
30 to the consolidated financial statements.
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In the opinion of the directors, the Company'’s reserves available
for distribution to shareholders as at 31st December, 2009 were
nil, as compared to HK$7,943,000 as at 31st December, 2008,
which was consisted of contributed surplus and accumulated
profits.

Under the Companies Act 1981 of Bermuda (as amended), the
contributed surplus account of the Company (if any) is available
for distribution. However, the Company cannot declare or pay a
dividend, or make a distribution out of contributed surplus if:

(@) itis, or would after payment be, unable to pay its liabilities
as they become due; or

(b) the realisable value of its assets would thereby be less than
the aggregate of its liabilities and its issued share capital
and share premium accounts.

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

Executive directors:

Mr. Lau Siu Ying (Chairman)

Mr. Luo Xi Zhi

Mr. Wang Yu (appointed on 12th November, 2009)

Non-executive directors:
Mr. Fung Qi Ip, Alfonso
Mr. Lo Wing Yat

Independent non-executive directors:
Mr. Chang Wing Seng, Victor

Mr. Wong Lit Chor, Alexis

Mr. Chen Yi Gang

In accordance with clauses 86(2) and 87 of the Company’s bye-
laws, Messrs. Fung Oi Ip, Alfonso, Wong Lit Chor, Alexis and
Wang Yu shall retire at the forthcoming annual general meeting
and, being eligible, offer themselves for re-election.
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None of the directors being proposed for re-election at the
forthcoming annual general meeting has a service contract with
the Company or any of its subsidiaries which is not
determinable by the Group within one year without payment of
compensation, other than statutory compensation.

The term of office of each of the non-executive directors and
independent non-executive directors is the date up to his
retirement by rotation in accordance with the Company’s bye-
laws.

At 31st December, 2009, the interests and short positions of
the directors, the chief executive and their associates in the
shares and underlying shares of the Company and its
associated corporations (within the meaning of Part XV of the
Securities and Future Ordinance (“SFO”)), which were required
to be notified to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which they were taken or deemed to have under
such provisions of the SFO), or as recorded in the register
maintained by the Company pursuant to Section 352 of the
SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model
Code”), were as follows:

Mr. Lau Siu Ying
(“Mr. Lau”)
2 NERAE (TRI%E]D)

Held by a discretionary
trust (Note 1)
EREFERE (WED
Beneficial owner
ERBEAA
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Mr. Lau

Eil b EREAA
Held by spouse (Note 2)
fBHAa (Hi2)

Mr. Luo Xi Zhi Beneficial owner

BEZSEHE BERERA

Mr. Wang Yu Beneficial owner

ITREE ERlEA A

Mr. Fung Oi Ip, Alfonso Beneficial owner

RBERE EnlEA A

Mr. Lo Wing Yat Beneficial owner

JE KRS A BERERA

Mr. Chang Wing Seng, Victor  Beneficial owner

Efox B 5 A& ERlEA A

Mr. Wong Lit Chor, Alexis Beneficial owner

|V LA ERERA

Mr. Chen Yi Gang Beneficial owner

BR IR 5 & ERERA

Notes:

Beneficial owner

1. These shares are held by Future 2000 Limited, a
company incorporated in the British Virgin Islands which
in turn is held by a discretionary trust, the beneficiaries of
which include Mr. Lau, his spouse and his children.

2. Mr. Lau is deemed to be interested in 1,000,000 options
to acquire shares of the Company, being the interests
held beneficially by his spouse.

2,000,000 2,000,000
1,000,000 1,000,000
100,000 100,000
300,000 300,000
150,000 150,000
100,000 100,000
200,000 200,000
100,000 100,000
100,000 100,000
4,050,000 4,050,000
BeE

1. RERMBERBEZESEM
B¢ 322 72 &) Future 2000 Limited
BB M&zAGBaXm AREE
o HEBRTFAHN2EETRE
5

2. 2% HE18 B E 1,000,000 A
REARNE G2 BN
m MERBERFE ER -
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3. On 23rd December, 2009, the Group completed its
acquisition of a 50.8% equity interest in a mining
company in the Peoples’ Republic of China (“PRC”),
Huangshi Sifa Mining Company Limited (“Sifa Mining”),
whereby the Company issued to Mr. Lau, as part of the
consideration, certain convertible loan notes which in
aggregate are convertible into 142,857,142 ordinary
shares in the Company, upon full conversion. Further
details of these convertible loan notes and the acquisition
are set out in Notes 34 and 37 to the consolidated
financial statements and in a circular dated 29th January,
2009 issued by the Company.

The interest disclosed above represents long positions in
the shares and underlying shares of the Company or its
associated corporations.

Save as disclosed above, none of the directors, chief
executives nor their associates had any interests or short
positions in any shares or underlying shares of the
Company or any of its associated corporations as defined
in the SFO at 31st December, 2009.
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Particulars of the Company’s share option scheme are set out in RATIEREE c F BN G
note 31 to the consolidated financial statements. The following WMEMFES1 o TRFPEAR AR BARIES
table discloses movements in the Company’s share options Nz &

during the year:

HK$
oy
Category | - Directors
FlE-E2

Mr. Lau 7.5.2007 1.29 2,000,000 -
Bk

Mr. Luo Xi Zhi 7.5.2007 1.29 100,000 - - 100,000
BE/RE

Mr. Wang Yu* 7.5.2007 1.29 - 300,000 - 300,000
TRELY

Mr. Fung Oi Ip, Alfonso 7.5.2007 1.29 150,000 - - 150,000
BEREE

Mr. Lo Wing Yat 7.5.2007 1.29 100,000 - - 100,000
EXERL

Mr. Chang Wing Seng, Victor 7.5.2007 1.29 200,000 - - 200,000
P p i

Mr. Wong Lit Chor, Alexis 7.5.2007 1.29 100,000 - - 100,000
EESEb:

Mr. Chen Yi Gang 7.5.2007 1.29 100,000 - - 100,000
RREI £ 4

2,000,000

Total for directors 2,750,000 300,000 - 3,050,000
EEh

Category Il - Employees
ZIE-EE

Employees 7.5.2007 1.29 3,022,000 (300,000)  (1,170,000) 1,652,000
B8

Category lIl - Consultants
BlE- R

Consultants 7.5.2007 1.29 3,950,000 - - 3,950,000
B

Total for all categories 9,722,000 - (1,170,000) 8,852,000
B BRI

*

appointed during 2009
* RZETNFEZHR

China Fortune Holdings Limited PR &=IZERER AT 37
Annual Report 2009 F ¥



38

Other than the share option scheme disclosed above, at no
time during the year was the Company, its holding company or
any of its subsidiaries a party to any arrangements to enable the
directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any
other body corporate. None of the directors, their spouses or
children under the age of 18 had any rights to subscribe for the
securities of the Company or had exercised any such rights
during the year.

During 2007 and 2008, various agreements were entered into
between the Group and Mr. Lau and his affiliates in relation to
the acquisition of the Sifa Mining. On 6th January, 2009, the
Group entered into a further supplemental agreement with Mr.
Lau and his affiliates, pursuant to which the Group acquired a
total of 50.8% effective equity interest in Sifa Mining (the
“Acquisition”) for a revised consideration of approximately
HK$398 million (the “Consideration”) with a profit guarantee
provided by Mr. Lau. The Consideration was to be satisfied by (i)
HK$40 million in cash (of which HK$25 million had been paid by
the Group to Mr. Lau as initial deposit and the remaining
balance of HK$15 million was payable to Mr. Lau upon
completion of the Acquisition); (i) HK$168.3 million by allotment
and issue of 306,016,300 ordinary shares of HK$0.10 each in
the Company at an offer price of HK$0.55 per share; (iii)
HK$100 million by issue of convertible loan notes convertible
into 142,857,142 shares in the Company at a conversion price
of HK$0.70 per share; and (iv) HK$89,691,035 by issue of non-
interest bearing promissory notes in two tranches by the
Company. The Acquisition was approved by the independent
shareholders of the Company in a special general meeting held
on 18th February, 2009. Completion of the Acquisition took
place on 23rd December, 2009.

On 17th October, 2007, the Group and Mr. Lau entered into an
agreement pursuant to which Mr. Lau will acquire a 49% interest
in the Group’s mobile phone distribution business. On 15th
June, 2009, the Group and Mr. Lau entered into a deed of
termination by mutual consent to terminate the Disposal
Agreement and other ancillary agreements.
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Other than as disclosed above, no connected transactions nor
contracts of significance to which the Company, its holding
company or any of its subsidiaries was a party and in which a
director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any
time during the year.

The register of substantial shareholders maintained by the
Company pursuant to Section 336 of the SFO shows that, as at
31st December, 2009, the following shareholders had notified
the Company of relevant interests in the issued share capital of
the Company.

R EXHWEEI  ARBAESEHERNAK
DA HERARHERMERRARNE
RIFAEMKHEETL2BERI SN
ERBHTHRAERIEERERNELS °

RBARRRIER 7 M B &P E3361F
IREZEERREMINE  R-TFT
NE+ZA=+—HB  KRFEET
BRERERRRDETRADHEAEBE

N2
S o

I
Mr. Lau Held by a discretionary 188,300,013 27.74%
254 trust (Note 1)
2REEEA (HED
Beneficial owner 246,296,300 36.28%
EnEAA
434,596,313 64.02%
Mr. Lee Wai, Timothy Held by controlled entity (Note 2) 188,300,013 27.74%
FREEAE EFEERE (Wi2)
Mr. Lau Beneficial owner 2,000,000 2,000,000
2E £ BEmEAA
Held by spouse (Note 3) 1,000,000 1,000,000
e EEa (HE3)
Mr. Lee Wai, Timothy Beneficial owner 100,000 100,000
FREEAE EnEAA
3,100,000 3,100,000
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Notes:

1. These shares are held by Future 2000 Limited, a
company incorporated in the British Virgin Islands which
in turn is held by a discretionary trust. The beneficiaries of
the discretionary trust include Mr. Lau, his spouse and his
children.

2. Under the SFO, Mr. Lee Wai, Timothy is deemed to have
interests in the shares of the Company as he is entitled to
exercise more than one-third of the voting power at
general meetings of Future 2000 Limited.

3. Mr. Lau is deemed to be interested in 1,000,000 options
to acquire shares of the Company, being the interests
held beneficially by his spouse.

4.  On 23rd December, 2009, the Group completed its
acquisition of a 50.8% equity interest in Sifa Mining,
whereby the Company issued to Mr. Lau, as part of the
consideration, certain convertible loan notes which in
aggregate are convertible into 142,857,142 ordinary
shares in the Company, upon full conversion. Further
details of these convertible loan notes and the acquisition
are set out in Notes 34 and 37 to the consolidated
financial statements and in a circular dated 29th January,
2009 issued by the Company.

The Company has received, from each of the independent non-
executive directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”). The
Company considers all of the independent non-executive
directors are independent.
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There are no provisions for pre-emptive rights under the
Company’s bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed
securities.

For the year ended 31st December, 2009:

(1) The aggregate sales attributable to the Group’s five largest

customers and the largest customer represent
approximately 31.5% and 15.3%, respectively, of the

Group’s total revenue;

(2) The aggregate purchases attributable to the Group’s five
largest suppliers and the largest supplier represent
approximately 99% and 98%, respectively, of the Group’s
total purchase.

At no time during the year did a director, an associate of a
director or a shareholder of the Company which to the
knowledge of the directors, own more than 5% of the
Company’s issued share capital, had a beneficial interest in any
of the Group’s five largest suppliers.

Save as disclosed in the Corporate Governance Report on
pages 23 to 31 of this annual report, the Company has
complied throughout the year with the Code on Corporate
Governance Practice as set out in Appendix 14 to the Listing
Rules which were then in force.

Detailed information on the Company’s corporate governance
practices is also set out in the Corporate Governance Report.
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The emolument policy of the employees of the Group is set up
by the Remuneration Committee on the basis of their merit,
qualifications and competence.

The emoluments of the directors of the Company are decided
by the Remuneration Committee having regard to the
Company’s operating results, individual performance and
comparable market statistics.

The Company has adopted a share option scheme as an
incentive to directors and eligible employees, details of the
scheme is set out in note 31 to the consolidated financial
statements.

The Company has maintained a sufficient public float
throughout the year ended 31st December, 2009.

Details of significant events occurring after the reporting period
are set out in note 44 to the consolidated financial statements.

A resolution will be submitted to the annual general meeting of
the Company to re-appoint Deloitte Touche Tohmatsu as auditor
of the Company.

On behalf of the Board
Lau Siu Ying
CHAIRMAN

Hong Kong, 20th April, 2010
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Deloitte.
=5

TO THE SHAREHOLDERS OF CHINA FORTUNE HOLDINGS
LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of China
Fortune Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 45 to
150, which comprise the consolidated statement of financial
position as at 31st December, 2009, 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 notes.

The directors of the Company are responsible for the
preparation and the true and fair presentation of these
consolidated financial statements 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. This
responsibility includes designing, implementing and maintaining
internal control relevant to the preparation and the true and fair
presentation of the consolidated financial statements that are
free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the
circumstances.

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit and to
report our opinion solely to you, as a body, in accordance with
section 90 of the Bermuda Companies Act, 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 as to whether the consolidated
financial statements are free from material misstatement.
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TO THE SHAREHOLDERS OF CHINA FORTUNE HOLDINGS
LIMITED (Continued)
(incorporated in Bermuda with limited liability)

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 and true and fair presentation of the
consolidated financial statements 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.

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Group as at 31st
December, 2009 and of its loss 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.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

20th April, 2010

China Fortune Holdings Limited P fRRIEKRGR DT
Annual Report 2009 ¥

BHEREZRARQIBIMKRRE (&)

(MREREEIMRILZLZERATF)

BRI EBERATEFAEREGRAES
MBEREABBBELBEREERNERR
RE o PTIETE VAR Fr BUR I 2 BT 79 #)
b - SR G BN EEF SRR M BT
EMBHRRFEEAERRANER
HEZREFRARE  RBEEEEZ AT
%%&EE”&%&@W%&%ﬁéﬂﬁ%i&%ﬂﬁ
78 & A #B 85 1% f“%ﬁ“ﬂ‘ﬁ‘]%’fﬂi
Fr - {B3F IF$ 5% 22 °) Y AP BE H2 WO R BE
RER - BRI BRENE E%Fﬁ%ﬁﬁﬁ’]
N RREESRBERAEL NG EET
EEAE  UAFESAVBHRROE
BImo R -

AITHRGE  RTHESHNEREERRE
REBEMARNTHNEREREHER -

AIRBR REREMBRRIREEE
BHBELAEERI A RME ESER
—EENFT A=t BHEBRR
FEBEEZABILEFENBEERRER
B WERREB(RAKRIOEEZER

e BERS ST
HESE AN

B8
—E-ZTFMA=-TH



Revenue
Cost of sales

Gross profit

Other income

Other gains and losses

Selling and distribution costs

Administrative expenses

Finance costs

Loss on disposal of
subsidiaries

Gain on disposal of an
associate

Share of results of associates

Loss before taxation
Income tax expense

Loss for the year from
continuing operations

Profit for the year from
discontinued operation

Loss for the year

Y 25
HE KA

EH

HAb YA
Hth W as B 18
HERDHKA
TTHE M

BERA
HEMB AR ZER

BRI A& 1B
P it

RBREERT

FEBIR

Notes

B iE

20

10

12

11

2008
HK$'000
TAET

1,834,530
(1,810,461)

24,069

7,040
(51,797)
(14,988)
(26,446)
(11,620)

104
(4,036)

(77,674)
(3,178)

(80,852)

2,008

(78,844)
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Other comprehensive (expense)

income

Exchange differences arising
on translation

Share of translation reserves
of associates

Translation reserves released
upon disposal of associates

Total comprehensive expense
for the year

Loss for the year
attributable to:
Owners of the Company
Minority interests

Total comprehensive expense
attributable to:
Owners of the Company
Minority interests

From continuing and
discontinued operations
Loss per share — basic

and diluted

From continuing operations
Loss per share — basic
and diluted

Notes

=
m

H 2 (530 A
RBmEELNEN Z8R
DIEBERF L

BE#FE

P E B2 A R AR R
MR E

FEEERMXARE

FEHFEER :

RRBHEAEA
DR E S

FEIE 2R AR

RRABHEEA
DB RERS

FERKILREEKRF

BREE -EXREE
16

RBEEXBHE
BRER -EXREE
16

46 China Fortune Holdings Limited P fRRIEKRGR DT

Annual Report 2009 ¥

2008
HK$’000
TAET

13,509
80

(104)

13,485

(65,359)

(78,719)
(125)

(78,844)

(65,565)
206

(65,359)

(21.12) filicents

(21.65) filicents



Notes 2008

Liks3 HK$’'000
FHET
Non-Current Assets FRBEE
Plant and equipment % = & 5% 17 2,999
Mining right IR 18 —
Goodwill SRS 19 7,820
Investments in associates REE QR 2I8E 20 4,880
Available-for-sale investment AEHERE 21 286
Deposit paid for acquisition of WERBARENiEe
subsidiaries 37 25,000
Other assets - non-current portion  HM&EZE —IERENLH 22 11,400
Club memberships eMeE 23 1,276
53,661
Current Assets REEE
Inventories e 24 160,254
Trade and other receivables JEW S BB R AR K 25 76,820
Bills receivable eSS 25 673
Other assets — current portion HEhEE - RS 22 11,400
Amount due from a related party B — B EEA T ZKIE 26 5,691
Taxation recoverable AT Y = 18 529
Pledged bank deposits DEMIRITFER 27 30,392
Bank balances and cash RITHEBR KRS 28 45,912
331,671
Current Liabilities REAE
Trade and other payables ENESERREMEMEER 29 80,180
Amounts due to related parties FERTERE AT 2 5B 26 500
Taxation payables FERTHIR 4,582
Bank and other borrowings RITREMEE 33 52,660
Promissory notes R R 35 =
Other financial liabilities Hib g8 E 32 52,630
190,552
Net Current Assets REEEFE 141,119
Total Assets less Current BEERRBERE
Liabilities 194,780
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Capital and Reserves
Share capital
Reserves

Equity attributable to owners of
the Company
Minority interests

Non-current Liabilities
Deferred tax liabilities
Convertible loan notes
Promissory notes

BEARR R
EEEN
et

NN DN (g 3

DI RS

FRBAE
ELEHRBAR
A E R R E

A HER

The consolidated financial statements on pages 45 to 150 were

approved and authorised for issue by the Board of Directors on
20th April, 2010 and are signed on its behalf by:

Lau Siu Ying

21/

CHAIRMAN
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2008
HK$’'000
TAET

37,279
162,219

189,498

5,282

194,780

194,780

T-TFENA-_THEESESHEREK
BT THFINESAERERE

Luo Xi Zhi
gl
DIRECTOR
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At 1st January, 2008

Loss for the year

Exchange differences arising
on translation

Share of translation reserves
of associates

Translation reserves released
upon disposal of associates

Total comprehensive income
(expense) for the year

Transfer
Transfer of reserve upon
forfeiture of share options

At 31st December, 2008

RZEEN\F-A-H

EER
RBgEL
WENLEE
AEHEDAZ
BEHE
HEERRDAR

BROAERE

FEZEMA
(Rx) 2%

g%
REBERHE
SRR

RZZENE
+-A=t-H

Share
capital

e
HK$'000
TEL

37,219

37,219

Share
premium
&i2
e
HK$'000
TEL

195,183

195,183

Attributable to owners of the company

Special Translation

reserve
5
B
HK$'000
TEL
(note i)

(W&

2,481

2,481

ARRERNE
Statutory
reserve funds
hE iyl
e #2
HK$'000  HK$'000
Thr TiEn
(note i)

(B i)
37,452 26,130
18,178 -
80 -
(104) -
18,154 -
- 4,002
50,606 30,132

Share Acc-

option  umulated Minority
reserve  losses Total  interests Total
B 2R SHRR

B BR B BE 4%
HKS'000 HK§'000 HK§'000 HKS'000 HK$000
TEL TEn TER TEL TER

5168  (48,630) 255,063 5076 260,139

- (18719) (18719)  (125) (78,:844)

— - 13178 331 13,500

= = 80 = 80

= = (104) = (104)

- (18719) (65565) 206 (66,359)

(4,002) - - -

5097 (131,280) 189,498 5282 194,780
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Loss for the year EEERK

Exchange differences RipEEE
arising on translation HELEE

Share of translation HMEBERT
reserves of associates LEERE

Translation reserves released At E B2 A 7B
upon disposal of associates  FERRAIAE R e

Total comprehensive EE2EXY
expense for the year
Transfer of reserve upon REREXR

forfeiture of share options BB E
Issue of shares arising on WE-FHEAR
acquisition of a subsidiary M7

At 31st December, 2009 RZZSNE
tZA=+-A

notes:

()  The special reserve represents the difference between the
nominal value of the shares of the subsidiaries acquired and
the nominal value of the Company’s shares issued for their
acquisition at the time of the group reorganisation in 1999.

(i)  Statutory funds are reserves required by the relevant laws
applicable to the Group’s subsidiaries established in the
People’s Republic of China (the “PRC”) and can be utilised to
offset the prior years’ losses of the PRC subsidiaries.
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OPERATING ACTIVITIES

Loss before taxation
Continuing operation
Discontinued operation

Adjustments for:

Interest expenses

Interest income

Reversal of allowance for
doubtful debts

Allowance for trade and
other receivables

Impairment loss recognised in
respect of available-for-sale
investment

Impairment loss recognised in
respect of goodwill

Impairment loss recognised in

respect of interests in associates

Fair value loss on derivative
financial instrument
Fair value gain on an embedded
non-option derivative
Loss on disposal of subsidiaries
Loss on disposal of asset
classified as held for sale
Gain on disposal of an associate
Share of results of associates
Write down of inventories
Depreciation of plant
and equipment
Gain on waiver of trade and
other payables
(Gain) loss on disposal of plant
and equipment
(Reversal of) impairment loss
recognised in respect
of club memberships

REED
BRI A1 BT 1R
FRERQEER
RIEEERTE

i3

O]

=H

i

iy rm} H;‘!#

R=)

Qs
J

SH

A
AR EREE

FEWE SR K
Hfth & U R R 2 B
A B R B R
Z R IEEE

MR B R ZRIERE

B S N R RS R
ZRIE 18

TEMBIEZ A FEER

BMANEHRITETA
Z X HEWOE
HEMBRARZERE
HE SRR
HEEEZEE

HE - e Rz

DMEME R R ZEE

17 & HOR

BB KR E

HEERNEZERRK
Ho A FE A5 AR R 2 W s
& BB R R
(Wezt) B8
MEERAER
ZRAEREE (B E)

2008
HK$'000
TAET

(77,674)
2,289

(75,385)

11,837
(1,557)

(2,423)

49,787

632

5,105

5,725

(5,538)

107

4,036
7,238

1,460

(3,262)

117

35
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Operating cash flows before
movements in working capital
Increase in inventories
Decrease in trade and
other receivables
Decrease (increase) in bills receivable
Increase (decrease) in trade and
other payables

Cash generated from

(used in) operations
PRC Enterprise Income Tax paid
Hong Kong Profits Tax paid

NET CASH FROM (USED IN)
OPERATING ACTIVITIES

INVESTING ACTIVITIES
Decrease in pledged bank deposits
Decrease in other assets
Proceeds from disposal of associate
Proceeds from disposal of
plant and equipment
Disposal of subsidiaries
Interest received
Proceeds from disposal of asset
classified as held for sale
(Advanced to) repayment from a
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minority shareholder of a subsidiary 2 (B3 EX

Acquisition of subsidiaries
Purchase of plant and equipment
Purchase of club memberships

NET CASH FROM INVESTING
ACTIVITIES
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Notes

2008
HK$’'000
TAET

B

(2,086)
(33,560)

17,352
(242)

(596)

(19,132)
(258)
(412)

(19,802)

44,618

38 =
1,657

10,513

37 =
(604)
(711)

55,382



Notes 2008

B & HK$’000
T

FINANCING ACTIVITIES RESE R
Bank and other borrowings raised B &H&EZRTREMEES 40,967
Advanced from (repayment to) —REBEEZBRER

a director (1,742)
Repayment of other financial BEEMYBEGE

liabilities (4,500)
Repayment of bank and BEZRITREMEES

other borrowings (109,853)
Interest paid B F A (2,314)
NET CASH USED IN FINANCING ®EZEFFHARSEE

ACTIVITIES (77,442)
NET DECREASE INCASHAND H&RBESZEYRL FE

CASH EQUIVALENTS (41,862)
CASH AND CASH EQUIVALENTS &£#IzBERBEEEY

AT BEGINNING OF THE YEAR 82,891
Effect of foreign exchange rate fEREE) &

changes 4,883
CASH AND CASH EQUIVALENTS S #HERBEZEY

AT END OF THE YEAR,

represented (KRR : RITEBRLIES)

by bank balances and cash 45,912
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The Company is an exempted company with limited liability
incorporated in Bermuda under The Companies Act 1981 of
Bermuda (as amended). The shares of the Company are
listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). Its parent and ultimate holding company
is Future 2000 Limited, a company incorporated in the
British Virgin Islands. The addresses of the registered office
and principal place of business of the Company are
disclosed in the “Corporate Information” section to the
annual report.

The functional currency of the Company is Renminbi
(“BRMB”). The consolidated financial statements are
presented in Hong Kong dollars (“HK$”) for the
convenience of the shareholders, as the Company is listed
in Hong Kong.

The Company is an investment holding company. The
principal activities of the Group are distribution and trading
of mobile phones and related accessories and
development of marketing and after-sales service network.
In December, 2009, the Group also commenced the
business of mining and processing of celestite, zinc and
lead minerals. The activities of its principal subsidiaries and
principal associates are set out in Notes 46 and 47,
respectively.
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In the current year, the Group has applied the following
new and revised Standards, Amendments and
Interpretations (“new and revised HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants (the
“HKICPA”).

HKAS 1 Presentation of
(Revised 2007) Financial Statements
HKAS 23 Borrowing Costs
(Revised 2007)
HKAS 32 & 1 Puttable Financial Instruments

(Amendments) and Obligations Arising on
Liquidation
HKFRS 1 & HKAS 27

(Amendments)

Cost of an Investment
in a Subsidiary,
Jointly Controlled
Entity or Associate

HKFRS 2 (Amendment) Vesting Conditions
and Cancellations

HKFRS 7 (Amendment) Improving Disclosures
about Financial Instruments

HKFRS 8 Operating Segments

HK(IFRIC) - Int 9 & Embedded Derivatives

HKAS 39 (Amendments)

HK(IFRIC) - Int 13 Customer Loyalty Programmes

HK(IFRIC) - Int 15 Agreements for the

Construction of Real Estate
HK(IFRIC) - Int 16 Hedges of a Net Investment
in a Foreign Operation

REE  AEERABATHEES
A g ([EESTEAE]) R
HFTR] RIS RTERI ~ BRI AN K2
B(HIREETEAMBREE
A1) -

BAGENE 1R
(C2TLFEER

BEEHEAELE EHERE
(2T LFEEE)

MBEHRER 27

BREEEREIY FAAEMBIAR
PEALACHEN FRELNAL

BEMBREER REBAR - £/
FIFREEGH T B RS
ERIFE 27 RAMREMRA
CHES)

BAMBREER FRB R Rt
R (BFTK)

BEMBREER MBIAREN

ENLACC ) Bg:3
ERUBMEREAESR &5
% (BRHBRE  #®ARAD
ZBZEE) -RE
FORREAGH

A RIZE395 (BRI A)

Bk (BRHBRE BEBHEE
ZBLZE®) -
ZRF13%R
Bk (BRHBRE
ZBZE®) -
ZEF15%
Bk (BBRHBRE R B IME 2 B
ZEZEE) - REFHE
ZEF16%

FERE S

China Fortune Holdings Limited P B RRIEKRGR LT

Annual Report 2009 F ¥

55



56

HK(IFRIC) - Int 18 Transfers of Assets

from Customers
HKFRSs (Amendments) Improvements to HKFRSs
issued in 2008, except for
the amendment to HKFRS 5
that is effective for annual
periods beginning or after
1st July, 2009

HKFRSs (Amendments) Improvements to HKFRSs issued
in 2009 in relation to the
amendment to paragraph
80 of HKAS 39, paragraph
69 of HKAS 1 and paragraph

5B of HKFRS 5

Except as described below, the adoption of the new and
revised HKFRSs has had no material effect on the
consolidated financial statements of the Group for the
current or prior accounting periods.

HKAS 1 (Revised 2007) has introduced a number of
terminology changes (including revised titles for the
consolidated financial statements) and changes in the
format and content of the consolidated financial
statements. The application of the above new and revised
HKFRSs do not have any impact on the financial position
as at 31st December, 2008 and 1st January, 2008.
Accordingly, the consolidated statement of financial
position as at 1st Januany, 2008 is not presented.
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In previous years, the Group expensed all borrowing costs
that were directly attributable to the acquisition,
construction or production of a qualifying asset when they
were incurred. HKAS 23 (Revised 2007) removes the
option previously available to expense all borrowing costs
when incurred. The adoption of HKAS 23 (Revised 2007)
has resulted in the Group changing its accounting policy to
capitalise all such borrowing costs as part of the cost of
the qualifying asset. The Group has applied the revised
accounting policy to borrowing costs relating to qualifying
assets for which the commencement date for capitalisation
is on or after 1st January, 2009 in accordance with the
transitional provisions in HKAS 23 (Revised 2007). As the
revised accounting policy has been applied prospectively
from 1st January, 2009, this change in accounting policy
has not resulted in restatement of amounts reported in
respect of prior accounting periods.

No borrowing costs was capitalised as part of the cost of
manufacturing plant for the year ended 31st December,
20009.

The application of HKFRS 8 has not resulted in a
redesignation of the Group’s operating segments (see Note
7), nor has the adoption of HKFRS 8 changed the basis of
measurement of segment profit or loss.

The amendments to HKFRS 7 expand the disclosures
required in relation to fair value measurements in respect of
financial instruments which are measured at fair value. In
accordance with the transitional provision set out in the
amendments, no comparative information for the expanded
disclosures is required.
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In addition, the Group has early applied the following
amendments that have been issued but are not yet
effective:

As part of Improvements to HKFRSs (2009), HKAS 1
“Presentation of Financial Statements” has been amended
to clarify the classification of liability as current or non-
current. The amendment requires, terms of liability that
could result in its settlement by the issue of the equity
instruments at the option of the counterparty do not affect
its classification. This resulted the classification of the
Group’s convertible loan notes as non-current as at 31st
December, 2009. Such early adoption does not have any
impact on the financial position as at 31st December,
2008.

The early adoption of the amendment has had no material
impact on the Group’s result for the reported periods.

The amendment has clarified that HKFRS 5 has specified
the disclosures required in respect of disposal groups
classified as discontinued operations. Disclosure
requirements in other HKFRSs do not generally apply to
such disposal groups.

Such early adoption results the discontinued operations of
the Group were disclosed in accordance with HKFRS 5.

The adoption of the other new and revised HKFRSs had no
material effect on the consolidated financial statements of
the Group for the current or prior accounting periods.
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The Group has not early applied the following new and
revised Standards, Amendments or Interpretations that

have been issued but are not yet effective.

HKFRSs (Amendments)

HKFRSs (Amendments)

HKAS 24 (Revised)

HKAS 27 (Revised)

HKAS 32 (Amendment)

HKAS 39 (Amendment)

HKFRS 1 (Amendment)

HKFRS 1 (Amendment)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

Amendment to HKFRS 5 as part

of Improvements to
HKFRSs 2008!

Improvements to HKFRSs 2009
except for the amendment to
paragraph 80 of HKAS 39,
paragraph 69 of HKAS 1
and paragraph 5B of HKFRS 52

Related Party Disclosures®

Consolidated and Separate
Financial Statements’
Classification of Rights Issues*

Eligible Hedged ltems!

Additional Exemptions for
First-time Adopters®

Limited Exemption from
Comparative HKFRS 7
Disclosures for
First-time Adopters®

Group Cash-settled
Share-based
Payment Transactions®
Business Combinations'
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HK(IFRIC) - Int 14
(Amendment) Funding Requirement®

HK(IFRIC) - Int 17

HK(IFRIC) - Int 19

HKFRS 9 Financial Instruments’

Prepayments of a Minimum

Distributions of Non-cash
Assets to Owners'

Extinguishing Financial
Liabilities with Equity
Instruments®

Effective for annual periods beginning on or after 1st July,
2009.

Amendments that are effective for annual periods
beginning on or after 1st July, 2009 and 1st January,
2010, as appropriate.

Effective for annual periods beginning on or after 1st
January, 2010.

Effective for annual periods beginning on or after 1st
February, 2010.

Effective for annual periods beginning on or after 1st July,
2010.

Effective for annual periods beginning on or after 1st
January, 2011.

Effective for annual periods beginning on or after 1st
January, 2013.

The application of HKFRS 3 (Revised) may affect the
Group’s accounting for business combination for which the
acquisition date is on or after 1st January, 2010. HKAS 27
(Revised) will affect the accounting treatment for changes
in the Group’s ownership interest in a subsidiary.

The directors of the Company anticipate that the
application of the other new and revised Standards,
Amendments or Interpretations will have no material impact

on the consolidated financial statements.
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The consolidated financial statements have been prepared
on the historical cost basis except that certain financial
instruments are measured at fair values, as explained in the
accounting policies set out below.

The consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting
Standards issued by the HKICPA. In addition, the
consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
and by the Hong Kong Companies Ordinance.

The consolidated financial statements incorporate the
financial statements of the Company and entities controlled
by the Company (its subsidiaries). Control is achieved
where the Company has the power to govern the financial
and operating policies of an entity so as to obtain benefits
from its activities.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated statement of
comprehensive income from the effective date of
acquisition or up to the effective date of disposal, as
appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with those used by other members of the Group.

All intra-group transactions, balances, income and
expenses are eliminated in on consolidation.

Minority interests in the net assets of consolidated
subsidiaries are presented separately from the Group’s
equity therein. Minority interests in the net assets consist of
the amount of those interests at the date of the original
business combination and the minority’s share of changes
in equity since the date of the combination. Losses
applicable to the minority in excess of the minority’s
interest in the subsidiary’s equity are allocated against the
interests of the Group except to the extent that the minority
has a binding obligation and is able to make an additional
investment to cover the losses.
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The acquisition of businesses (including business
combinations under common control) is accounted for
using the purchase method. The cost of the acquisition is
measured at the aggregate of the fair values, at the date of
exchange, of assets given, liabilities incurred or assumed,
and equity instruments issued by the Group in exchange
for control of the acquiree, plus any costs directly
attributable to the business combination. The acquiree’s
identifiable assets, liabilities and contingent liabilities that
meet the conditions for recognition under HKFRS 3
Business Combinations are recognised at their fair values
at the acquisition date.

Goodwill arising on acquisition is recognised as an asset
and initially measured at cost, being the excess of the cost
of the business combination over the Group’s interest in
the net fair value of the identifiable assets, liabilities and
contingent liabilities recognised. If, after reassessment, the
Group’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities
exceeds the cost of the business combination, the excess
is recognised immediately in profit or loss.

The interest of minority shareholders in the acquiree is
initially measured at the minority’s proportion of the net fair
value of the assets, liabilities and contingent liabilities
recognised.

When a business combination agreement provides for an
adjustment to the cost of the combination contingent on
future events, the amount of that adjustment is included in
the cost of the combination at the acquisition date if the
adjustment is probable and can be measured reliably. If
that adjustment subsequently becomes not probable, the
additional consideration shall be treated as an adjustment
to the cost of the combination.
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Goodwill arising on an acquisition is carried at cost less
any accumulated impairment losses and is presented
separately in the consolidated statement of financial
position.

For the purposes of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
cash-generating units, or groups of cash-generating units
that are expected to benefit from the synergies of the
acquisition. A cash-generating unit to which goodwill has
been allocated is tested for impairment annually, and
whenever there is an indication that the unit may be
impaired. For goodwill arising on an acquisition in a
financial year, the cash-generating unit to which goodwill
has been allocated is tested for impairment before the end
of that financial year. When the recoverable amount of the
cash-generating unit is less than the carrying amount of the
unit, the impairment loss is allocated to reduce the carrying
amount of any goodwill allocated to the unit first, and then
to the other assets of the unit pro rata on the basis of the
carrying amount of each asset in the unit. Any impairment
loss for goodwill is recognised directly in profit or loss. An
impairment loss for goodwill is not reversed in subsequent
periods.

WEEBES 2B BIEKARAEM
RItREBEIIER - YR&EE K
RARRNEBZ7 -

LBERARAME  WBELZEE
DB SRR 2 R EF
BNz & ERRELAEUXRS
EEXBUZAR  BOREBELR

HERRE R ETTRER A o B
FEAZWBELEZHEMS @ &
PEBEBECREELEEMRZI K
FREMETRENR - ERSE
EBzAIWNEERINZEMZ
REE AleoiRERSE - L&
FEHIR D BB R B AL 2 (R R 2
REE HRUEBEUSEEZERA
BEREE  BUPISEIZENZ
HMWEE - BB ZEABREBER
BEANERER BEZRERSE
REZRHBATEE -

China Fortune Holdings Limited P B RRIEKRGR LT

Annual Report 2009 F ¥

63



64

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill recognised is included in
the determination of the amount of profit or loss on
disposal.

An associate is an entity over which the investor has
significant influence and that is neither a subsidiary nor an
interest in a joint venture. Significant influence is the power
to participate in the financial and operating policy decisions
of the investee but is not control or joint control over those
policies.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting. Under the equity
method, investments in associates are carried in the
consolidated statement of financial position at cost as
adjusted for post-acquisition changes in the Group’s share
of the net assets of the associates, less any identified
impairment loss. When the Group’s share of losses of an
associate equals or exceeds its interest in that associate,
the Group discontinues recognised its share of further
losses. An additional share of losses is provided for and a
liability is recognised only to the extent that the Group has
incurred legal or constructive obligations or made
payments on behalf of that associate.
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Any excess of the cost of acquisition over the Group’s
share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of the associate
recognised at the date of acquisition is recognised as
goodwill. The goodwill included within the carrying amount
of the investment is not tested for impairment separately.
Instead, the entire carrying amount of the investment is
tested for impairment as a single asset. Any impairment
loss recognised is not allocated to any asset, including
goodwill, that forms part of the carrying amount of the
investment in the associate. Any reversal of impairment
loss is recognised to the extent that the recoverable
amount of the investment subsequently increases.

Where a group entity transacts with an associate of the
Group, profits and losses are eliminated to the extent of
the Group’s interest in the relevant associate.

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods sold and services provided in the normal course
of business, net of discounts and sales related taxes.

Revenue from sales of goods is recognised when goods
are delivered and title has passed.

Service income is recognised when services are provided.

Interest income from a financial asset is accrued on a time
basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that
exactly discounts the estimated future cash receipts
through the expected life of the financial asset to that
asset’s net carrying amount on initial recognition.
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Plant and equipment are stated at cost less subsequent
accumulated depreciation and accumulated impairment
losses.

Depreciation is provided to write off the cost of items of
plant and equipment over their estimated useful lives and
after taking into account of their estimated residual values,
using the straight-line method.

An item of plant and equipment is recognised upon
disposal or when no future economic benefits are expected
to arise from the continued use of the asset. Any gain or
loss arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the
carrying amount of the item) is included in the profit or loss
in the period in which the item is recognised.

Club memberships with indefinite life are carried at cost
less any subsequent accumulated impairment losses.

Gains or losses arising from derecognition of the club
membership are measured at the difference between the
net disposal proceeds and the carrying amount of the club
membership and are recognised in the profit or loss when
the club membership is recognised.
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Mining right is stated at cost less subsequent accumulated
recognised and accumulated impairment loss. Mining right
is amortised using the units of production method based
on the proven and probable mineral reserves.

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss, if any.
In addition, intangible assets with indefinite useful lives are
tested for impairment annually, and whenever there is an
indication that they may be impaired. If the recoverable
amount of an asset is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised as
an expense immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised as
income immediately.
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Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the first-in, first-
out method.

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessee

Operating lease payments are recognised as an expense
on a straight-line basis over the term of the relevant lease.
Benefits received and receivable as an incentive to enter
into an operating lease are recognised as a reduction of
rental expense over the lease term on a straight-line basis.

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in the respective functional currency (i.e. the
currency of the primary economic environment in which the
entity operates) at the rates of exchanges prevailing on the
dates of the transactions. At the end of the reporting
period, monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date. Non-
monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they
arise.
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For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s entities
are translated into the presentation currency of the Group
(i.e. Hong Kong dollars) at the rate of exchange prevailing
at the end of the reporting period, and their income and
expenses are translated at the average exchange rates for
the year, unless exchange rates fluctuate significantly
during the period, in which case, the exchange rates
prevailing at the dates of transactions are used. Exchange
differences arising, if any, are recognised in other
comprehensive income and accumulated in equity (the
translation reserve).

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation on
or after 1st January, 2005 are treated as assets and
liabilities of that foreign operation and retranslated at the
rate of exchange prevailing at the end of the reporting
period. Exchange differences arising are recognised in the
translation reserve.

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to
get ready for their intended use or sale for which the
commencement date for capitalisation is on or after 1st
January, 2009 (note: this modification is applicable to
entities that previously expensed all borrowing cost relating
to qualifying assets for which the commencement date for
recognised is prior to 1st January, 2009), are added to the
cost of those assets until such time as the assets are
substantially ready for their intended use or sale.
Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for
capitalisation.

All other borrowing costs are recognised profit or loss in
the period in which they are incurred.
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Government grants are recognised in profit or loss on a
systematic basis over the periods in which the group
recognised as expenses the related costs for which the
grants are intended to compensate. Government grants
related to depreciable assets are recognised as deferred
income in the statement of financial position and
transferred to profit or loss over the useful lives of the
related assets. Other government grants are recognised as
revenue over the periods necessary to match them with the
costs for which they are intended to compensate, on a
systematic basis. Government grants that are receivables
as compensation for expenses or losses already incurred
or for the purpose of giving immediate financial support to
the Group with no future related costs are recognised in
profit or loss in the period in which they become
receivable.

Payments to the Mandatory Provident Fund Scheme and
other PRC state-managed retirement benefit schemes are
charged as expenses when employees have rendered
services entitling them to the contributions.
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Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
consolidated statement of comprehensive income because
it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that
are never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates that have been
enacted or substantively enacted by the end of the
reporting period.

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding
tax base used in the computation of taxable profit.
Deferred tax liabilities are generally recognised for all
taxable temporary differences. Deferred tax assets are
generally recognised for all deductible temporary difference
to the extent that it is probable that taxable profits will be
available against which those deductible temporary
differences can be recognised. Such assets and liabilities
are not recognised if the temporary difference arises from
goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the
accounting profit.
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Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associates, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible
temporary differences associated with such investments
and interests are only recognised to the extent that it is
probable that there will be sufficient taxable profits against
which to utilize the benefits of the temporary differences
and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at
the end of the reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profit will
be available to allow all or part of the asset to be
recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset is recognised, based on tax
rate (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period. The
measurement of deferred tax liabilities and assets reflects
the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting
period, to recover or settle the carrying amount of its
assets and liabilities. Deferred tax is recognised in profit or
loss, except when it relates to items that are recognised in
other comprehensive income or directly in equity, in which
case the deferred tax is also recognised in other
comprehensive income or directly in equity respectively.
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Financial assets and financial liabilities are recognised in
the consolidated statement of financial position when a
group entity becomes a party to the contractual provisions
of the instrument. Financial assets and financial liabilities
are initially measured at fair value. Transaction costs that
are directly attributable to the acquisition or issue of
financial assets and financial liabilities are added to or
deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value through
profit or loss are recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are classified into loans and
receivables and available-for-sale financial assets. All
regular way purchases or sales of financial assets are
recognised and recognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate
is the rate that exactly discounts estimated future cash
receipts (including all fees paid or received that form an
integral part of the effective interest rate, transaction costs
and other premiums or discounts) through the expected life
of the financial asset, or, where appropriate, a shorter
period to the net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis
for debt instruments.
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Financial assets (Continued)

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. Subsequent to initial recognition, loans
and receivables (including trade and other receivables, bills
receivable, amount due from a related party, pledged bank
deposits and bank balances and cash) are carried at
amortised cost using the effective interest method, less any
identified impairment losses (see accounting policy on
impairment loss on financial assets below).

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that
are either designated or not classified as financial assets at
fair value through profit or loss, loans and receivables or
held-to-maturity investments.

For available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair
value cannot be reliably measured, they are measured at
cost less any identified impairment losses at the end of
other reporting period subsequent to initial recognition (see
accounting policy on impairment loss on financial assets
below).
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Financial assets (Continued)

Impairment of financial assets

Financial assets are assessed for indicators of impairment
at the end of the reporting period. Financial assets are
impaired where there is objective evidence that, as a result
of one or more events that occurred after the initial
recognition of the financial asset, the estimated future cash
flows of the financial assets have been affected.

For all other financial assets, objective evidence of
impairment could include:

e significant financial difficulty of the issuer or
counterparty; or

e default or delinquency in interest or principal
payments; or

e it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial asset, such as trade
receivables, assets that are assessed not to be impaired
individually are subsequently assessed for impairment on a
collective basis. Objective evidence of impairment for a
portfolio of receivables could include the Group’s past
experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the
average credit period ranged from 30 days to 90 days,
observable changes in national or local economic
conditions that correlate with default on receivables.

MBEE (&)

BB ERE

RERMEEAFIENBKEEERS
BEDR - HEEBERBRMT
BEZMFAARKRRERERARYE
BRZVMBEERZEEZ —HAS
REMAMZAZE  URMBEEE
ERE

BRIBREMMBEEE  BEZE
BREEAEE

s BOAFBFHTHREBRMK
R 5

o REBNHEREEFNBERA

T

o fERABFBEERKERTE
EEI

LA THERZHBEE (WEKE S
BRHROME - AAEATEERREN
BEGNHER —HFHERE - B
RREANBRERBRREEEELAS
BEE W R AL - BH30E0R E
EHMBRNREBEMNEERSE
b 8 AR R R IR B B BUR
REEIE BUARAR -

China Fortune Holdings Limited P B RRIEKRGR LT

Annual Report 2009 F ¥

75



76

Financial assets (Continued)

Impairment of financial assets (Continued)

For financial assets carried at amortised cost, an
impairment loss is recognised in profit or loss when there is
objective evidence that the asset is impaired, and is
measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash
flows discounted at the original effective interest rate.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between the
asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current
market rate of return for a similar financial asset. Such
impairment loss will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade and other receivables, where the
carrying amount is reduced through the use of an
allowance account. Changes in the carrying amount of the
allowance account are recognised in profit or loss. When a
trade and other receivable is considered uncollectible, it is
written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited to
profit or loss.

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively to
an event occurring after the impairment losses was
recognised, the previously recognised impairment loss is
reversed through profit or loss to the extent that the
carrying amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.
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Financial liabilities and equity

Financial liabilities and equity instruments issued by a
group entity are classified according to the substance of
the contractual arrangements entered into and the
definitions of a financial liability and an equity instrument.

An equity instrument is any contract that evidences a
residual interest in the assets of the group after deducting
all of its liabilities.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments through the expected life of the
financial liability, or, where appropriate, a shorter period.

Convertible loan notes

Convertible loan notes issued by the Company that contain
liability, conversion option and early redemption option
(which are not closely related to the host liability
component) are classified separately as liability and
derivative components on initial recognition. Conversion
option that will be settled other than by the exchange of a
fixed amount of cash or another financial asset for a fixed
number of the Company’s own equity instruments is a
conversion option derivative. At the date of issue, the
liability, and the derivative (including conversion option and
early redemption option) components are measured at fair
value.
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Convertible loan notes (Continued)

In subsequent periods, the liability component of the
convertible loan notes is carried at amortised cost using
the effective interest method. The derivative component is
measured at fair value with changes in fair value
recognised in profit or loss.

Transaction costs that relate to the issue of the convertible
loan notes are allocated to the liability and derivative
components in proportion to their fair values. Transaction
costs relating to the derivative component are charged to
profit or loss immediately. Transaction costs relating to the
liability component are included in the carrying amount of
the liability portion and amortised over the period of the
convertible loan notes using the effective interest method.

Other Financial liabilities

Financial liabilities including trade and other payables,
amounts due to related parties, bank and other
borrowings, convertible loan notes (liability component) and
put option obligation (host debt liability) are subsequently
measured at amortised cost, using the effective interest
method.

Equity instruments

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.
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Derivative financial instruments

Derivatives (including embedded derivatives which are not
closely related to non-derivative host contracts) that are
not designated and effective as hedging instruments are
deemed as held for trading financial instruments.

Derivatives are initially recognised at fair value at the date a
derivative contract is entered into and are subsequently
remeasured to their fair value at the end of the reporting
period. The resulting gain or loss is recognised in profit or
loss immediately.

Embedded derivatives

Derivatives embedded in non-derivative host contracts are
treated as separate derivatives when their risks and
characteristics are not closely related to those of the host
contracts and the host contracts are not measured at fair
value with changes in fair value recognised in profit or loss.

Derecognition

Financial assets are recognised when the rights to receive
cash flows from the assets expire or, the financial assets
are transferred and the Group has transferred substantially
all the risks and rewards of ownership of the financial
assets. On derecognition of a financial asset, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable is recognised in
profit or loss.

Financial liabilities are recognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires. The difference between the carrying amount of
the financial liability recognised and the consideration paid
and payable is recognised in profit or loss.
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Equity-settled share-based payment transactions

Share options granted to employees

The fair value of services received determined by reference
to the fair value of share options granted at the grant date
is recognised as an expense in full at the grant date when
the share options granted vest immediately, with a
corresponding increase in equity (share option reserve).

At the time when the share options are exercised, the
amount previously recognised in share option reserve will
be transferred to share premium. When the share options
are forfeited or are still not exercised at the expiry date, the
amount previously recognised in share option reserve will
be transferred to accumulated losses.

Share options granted to consultants

Share options issued in exchange for goods or services are
measured at the fair values of the services received, unless
that fair value cannot be reliably measured, in which case
the services received are measured by reference to the fair
value of the share options granted. The fair values of the
services received are recognised as expenses immediately,
with a corresponding increase in equity (share option
reserve) when the Group obtains the goods or when the
counterparties render services, unless the goods or
services qualify for recognition as assets.
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In the application of the Group’s accounting policies, which
are described in Note 3, the directors of the Company are
required to make estimates and assumptions about the
carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and
associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if
the revision affects only that period, or in the period of the
revision and future periods if the revision affects both
current and future periods.

The following are the key assumptions concerning the
future, and other key sources of estimation uncertainty at
the end of the reporting period, that have a significant risk
of causing a material adjustment to the carrying amounts
of assets within the next financial year.

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating units
to which goodwill has been allocated. The value in use
calculation requires the Group to estimate the future cash
flows expected to arise from the cash-generating unit and
a suitable discount rate in order to calculate the present
value. Where the actual cash flows are less than expected,
a material impairment loss may arise. As at 31st December,
2009, the carrying amount of goodwill was HK$2,910,000
(2008: HK$7,820,000) after an impairment loss of
HK$184,340,000 (2008: HK$5,105,000) has recognised
during 2009. Details of the impairment loss calculation are
set out in Note 19.
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The mining right represents the right of Sifa Mining to
conduct mining activities in the location of Huangshi in
Hubei in the PRC. The mining right is amortised using the
units of production method based on the proven and
probable mineral reserves. However, the mining operating
permit issued to the Group by Department of Land and
Resources of Hubei Province (1t 4 Bl - & JRE2) is only for
a term of 5 years from 25th September, 2007 to 25th
September, 2012, though it is eligible for renewal
thereafter. In the opinion of the directors, the application for
renewal is procedural and the Group should be able to
renew its mining operation permit without significant costs,
until all the proven and probable minerals have been
mined. In case the mining operating permit cannot be
renewed, the Group may suffer a loss on its remaining
investment in the mining right.

When there is objective evidence of impairment loss, the
Group takes into consideration the estimation of future
cash flows. The amount of the impairment 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 (i.e. the effective interest rate
computed at initial recognition). Where the actual future
cash flows are less than expected, a material impairment
loss may arise. As at 31st December, 2009, the carrying
amount of trade and other receivables was HK$85,849,000
net of allowance for doubtful debts of HK$28,127,000
(2008: HK$76,820,000 net of allowance for doubtful debts
of HK$71,759,000).
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Management reviews the inventories listing at the end of
each reporting period, and makes allowance for obsolete
and slow-moving inventory items identified. Allowance was
made by reference to the latest market value for those
inventories identified. Where the net recognised value is
less than the cost, a material write down may arise. As at
31st December, 2009, the carrying amount of inventories
(net of allowances) was approximately HK$164,774,000
(2008: approximately HK$160,254,000).

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
recognised the return to shareholders through the
recognised of the debt and equity balance. The Group’s
overall strategy remains unchanged from prior years.

The capital structure of the Group consists of debt, which
includes bank and other borrowings, convertible loan notes
and promissory notes as disclosed in Notes 33, 34 and 35
respectively, cash and cash equivalents and equity
attributable to owners of the Company, comprising issued
share capital and various reserves.

The directors of the Company review the capital structure
periodically. As part of this review, the directors consider
the cost of capital and the risks associates thereto. Based
on recommendations of the directors, the Group will
balance its overall capital structure through the payment of
dividends, new share issues as well as issue of new debt
or the redemption of existing debt.
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Financial assets BKEE
Loans and receivables B R EWERRK
(including cash and cash (BEHEe &
equivalents) REFEW)
Available-for-sale investment ] fit H &% &
Financial liabilities MKEE
Derivative financial instrument 74 B # T B
Amortised cost BiEN A
Embedded non- AT IE
option derivative HEETET R

The Group’s major financial instruments include
available-for-sale investment, trade and other
receivables, bills receivable, amount due from a
related party, derivative financial instrument, bank
balances and cash, trade and other payables, bank
and other borrowings, amounts due to related parties,
convertible loan notes, promissory notes and other
financial liabilities (put option obligation). Details of
these financial instruments are disclosed in the
respective notes. The risks associated with these
financial instruments include market risk (currency risk
and interest rate risk), credit risk and liquidity risk. The
policies on how to mitigate these risks are set out
below. Management manages and monitors these
exposures to ensure appropriate measures are
implemented on a timely and effective manner.
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Market risk

(i)

Currency risk

Several subsidiaries of the Group are exposed to
foreign currency risk primarily arising from foreign
currency bank deposits, other receivables, trade
and other payables, bank and other borrowings
and other financial liabilities set out in Note 32.

The carrying amounts of the Group’s significant
monetary assets and liabilities which are
denominated in currencies other than the
functional currency of the relevant group entities
at the end of reporting period are as follows:

United States
dollars (“US$”) EVI
HK$ B TT

2008
HK$’000
AT

14,011
84,046

B R

AEEZ RN B QR @Y
SRR - TERBINE
RITF R B EUAR
R BNESRRREAM
FERTBRAR ~ SR1T R EAL B
B AR M 324 B8 2 H At
MBaE-

BE2HMYPHEER K&
BARBEEEERNES
BN 2 EBEAEZERN
EREENRBEZREAE
mr

2008
HK$'000
TR

30,581
25
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Market risk (Continued) miEER (&)

()  Currency risk (Continued) B RR (&)

The Group is mainly exposed to the fluctuation of AEEFEmMHEETRE
US$ and HK$. The following table details the T2 EERFERR o &K
Group’s sensitivity to a 5% (2008: 5%) FVASERENE A A
appreciation and depreciation in the functional e E® (ARE) X L
currency of the relevant subsidiaries (RMB) INEFHEREZESR (ZF
against the above foreign currencies. 5% (2008: TNFE 5%) PREE o
5%) represents management’s assessment of the 5% (ZZTZENF : 5%) &
reasonably possible change in foreign exchange B IR [ 5| i [ 2R ] B
rates. The sensitivity analysis includes only REBEH 2T M - B
outstanding foreign currency denominated EAMERERRFEZ
monetary items and adjusts their translation at INEEHEERIER - IR
the end of the reporting period for a 5% (2008: EERHALEEBHUNEER
5%) change in the exchange rates. A 5% (ZZFZN\F :5%) 2
strengthening of the functional currency of the FEAELE o WHEBN
relevant subsidiaries against the above foreign BARINEEE®E H Ll sh
currencies would give rise to the following impact BHE - BEEERTA
to the Group’s pre-tax results for the year and XBEEEUTHE Rz
vice versa. TRAR o
2008
HK$'000
FHET
Improvement FEXEA
(deterioration) in EACREE)
results for the year
- US$ -7 829
- HK$ — BT (4,201)
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Market risk (Continued)

(i)

Currency risk (Continued)

In management’s opinion, the above sensitivity
analysis is not necessarily representative of the
inherent foreign exchange risk as the exposure at
year end does not reflect the exposure during the
year.

Interest rate risk

The Group is exposed to fair value interest rate
risk in relation to its fixed-rate borrowings (see
Note 33 for details of these borrowings),
promissory notes and convertible loan notes. The
Group currently does not have an interest rate
hedging policy. However, the management
monitors interest rate exposure and will consider
hedging significant interest rate exposure should
the need arise.

The Group’s exposure to cash flow interest rate
risk at 31st December, 2009 was low because it
did not have borrowings that carried variable
interest rate at that date. Interest income from
variable rate bank deposit is insignificant to the
Group.

Sensitivity analysis

As the resultant impact to the Group is
insignificant, no sensitivity regarding changes in
interest rates is presented.
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Market risk (Continued)

(i)

Other price risk

Convertible loan notes

The Group estimates the fair value of the
derivative embedded in the convertible loan notes
at the end of the reporting period with changes in
fair value to be recognised in the profit or loss as
long as the convertible loan notes are
outstanding. The fair value adjustment will be
affected either positively or negatively, amongst
others, by the changes in short-term interest (risk
free) rate, the Company’s share price and share
price volatility.

Sensitivity analysis

The fair value of derivative option component
embedded in the convertible loan notes was
estimated using binomial option pricing model.
The sensitivity analysis below has been
determined based on the exposure to the
Company’s share price risks with all other
variables held constant.

If the Company’s share price has been 25%
higher/lower and all other variables were held
constant, the Group’s post-tax loss for the year
(as a result of changes in fair value of derivative
option component of convertible loan notes)
would increase by approximately HK$6,513,000/
decrease by approximately HK$5,017,000.
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Market risk (Continued)

(i)  Other price risk (Continued)

Sensitivity analysis (Continued)

In management’s opinion, the sensitivity analysis
are unrepresentative of the inherent market risk
as the pricing model used in the fair value
valuation of derivative option component of
convertible loan notes involves multiple variables
and certain variables are interdependent.

Credit risk

As at 31st December, 2009, the Group’s maximum
exposure to credit risk which will cause a financial loss
to the Group due to failure to discharge an obligation
by the counterparties is arising from the carrying
amount of the respective recognised financial assets
as stated in the consolidated statement of financial
position.

The Group’s credit risk by geographic region is
concentrated on PRC as almost all its revenue is
derived in the PRC market.
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Credit risk (Continued)

In terms of concentration of credit risk by customers,
the Group’s five largest customers and the largest
customers accounted for 856% and 53%, respectively
of the Group’s total trade receivable at 31st
December, 2009 (2008: 50% and 17%). In order to
recognised the credit risk, the management of the
Group has delegated a team responsible for
determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition,
the Group reviews the recoverable amount of each
individual trade debt at the end of the reporting period
to ensure that adequate impairment losses are made
for irrecoverable amounts. In this regard, the directors
of the Company consider that the Group’s credit risk
is significantly reduced.

In addition to credit risk on trade debts, the Group is
also exposed to concentration of credit risk through
an advance to one related party of HK$5.7 million
(2008: HK$5.7 million). Because of its significance,
management has regular liaison with the counterparty
to understand its financial position and to identify any
early sign of potential problems. Should any potential
default risk arise, the Group’s management will take
prompt actions to safeguard the Group’s assets.
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Credit risk (Continued)

Also, at 31st December, 2009, the Group had
outstanding purchase rebates receivable from its
largest supplier in the amount of HK$50,020,000
(2008: HK$28,363,000). Because of the significance
of the balance, senior management of the Group
keeps very frequent contact with the supplier to
ensure that settlement of the rebates receivable are in
accordance with agreed schedule.

In addition, the Group had concentration of credit risk
on its liquid funds as 74% (2008: 93%) of bank
balances were placed with five (2008: five) banks.
However, the credit risk on liquid funds is limited
because the counterparties are banks with high credit
ratings assigned by international credit-rating
agencies.

Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management to
finance the Group’s operations and mitigate the
effects of fluctuations in cash flows. The management
monitors the recognised of borrowings as well as the
cash flows from operating activities.

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities and derivative financial liabilities. The table
has been drawn up based on the undiscounted cash
flows of financial liabilities based on the earliest date
on which the Group can be required to pay. The table
includes both interest and principal cash flows.
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Liquidity risk (Continued)

Liquidity table

2009

Derivative financial
liabilities

Derivative financial instrument

Non-derivative
financial liabilities
Trade and other
payables
Amounts due to
related parties
- Amount due to
an associate
- Amount due to a director
- Amount due to a minority

“EENE
DIES L 3=

fTAEMBIA

FENHEE

ERESE
REMERER
EREEALHE

~EN-RHE
NARE

-EN—REZNA

-EN-ZHBAT

shareholder of a subsidiary > ERE A

- Amount due to a
director’s affiliate
Secured borrowing
Convertible loan notes (note)
Promissory notes
- current
- non-current

~Eff-%EZ
BEALFE
EEREE
TRRERZE ()
RLEE

L

—JEEneR
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Liquidity risk (Continued)

Liquidity table (Continued)

2008 ZBRENE
Non-derivative FTERKEEE
financial liabilities
Trade and other BREZER
payables REM AR
Amount due to Ef—%
an assoclate NGV
Bank borrowings REE
- fixed rate )
- variable rate %8

Other financial liabilties BBk as

Weighted
average
effective

interest rate

il 392!
BRI
%

4.00
3.47

Less than
1 month

HK$'000
TATL

49,573

500

7,752
44,908
52,630

155,363

note: The maturity of the convertible loan notes is

presented based on the assumption that, the

holder shall not exercise the conversion option

and hold it until maturity.

1-3
months

123 A
HK$'000
TEL

1,415

1,415
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The fair value of financial assets and financial liabilities
(excluding embedded non-option derivative and
derivative financial instruments) are determined in
accordance with generally accepted pricing models
based on discounted cash flow analysis.

The fair value of derivative instruments is calculated
using quoted prices. Where such prices are not
available, use is made of discounted cash flow
analysis using the applicable yield curve for the
duration of the instruments for non-optional
derivatives, and option pricing models for optional
derivatives.

The fair value of the derivative financial instruments is
determined using Binomial Model using market inputs
(Note 34).

At 31st December, 2008, the fair value of embedded
non-option derivative was determined with reference
to the profitability of the logistics and fulfillment
business carried out by a PRC subsidiary of the
Group.

The directors consider that the carrying amounts of
the Group’s financial assets and financial liabilities
recorded at amortised cost in the consolidated
financial statements approximate their fair values.
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Fair value measurements recognised in the
statement of financial position

The following table provides an analysis of financial
instruments that are measured subsequent to initial
recognition at fair value, grouped into Level 1 to 3
based on the degree to which the fair value is
observable.

o Level 1 fair value measurements are those
derived from quoted prices (unadjusted) on active
market for identical assets or liabilities.

e level 2 fair value measurements are those
derived from inputs other than quoted prices
included within Level 1 that are observable for the
asset or liability, either directly (i.e. as prices) or
indirectly (i.e. derived from prices).

° Level 3 fair value measurements are those
derived from valuation techniques that include
inputs for the asset or liability that are not based
on observable market data (unobservable inputs).

At 31st December, 2009, all the Group’s derivative
component of convertible loan notes measured at fair
value were classified as Level 3 instruments, details of
which are as follows:

Financial liabilities at FVTPL

Derivative financial instrument PTEFETA

R IR R RN A FES

=

TREHERQAFEEDTHE
REABZHMBTAZ DN
BERMBZAFELIERRE

o e —
—HEEFE=F -

- 8 TBHAESR
EEE B 5 4R AT
#)FEATHENE -

e F_H - KBEHEFHEH
WEIN  REEHAEBE
& (BMER) skfEsk (B1aE
AR BIRATS At B IR
BfS2AFERE -

« E=EATEMENER
St A SRR FT BB T
B (BABRH AR
ZEAEREHEZ GEENE
Bt -

R=BBAF+=B=+—

B ARETRRERERD

B BRATFHEIEHAS

ERESRAFENEZHMBASG

E=ZMTE  FBWOT :
HK$’000
T T
15,494
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There were no transfers between categories during
the year.

Reconciliation of Level 3 fair value
measurements of financial liabilities

Initial recognition 125 R
Loss on changes in fair value NEEEE 2 EE
At 31st December, 2009 RZBZBANFE+-_A=+—8H

The above loss on changes in fair value relates to
convertible loan notes held at the end of the reporting
period. The amount is included in other gains and
losses.
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PTEMBIA
HK$’000
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The Group has adopted HKFRS 8 Operating Segments
with effect from 1st January, 2009. HKFRS 8 is a
disclosure standard that requires operating segments to be
identified on the basis of internal reports about
components of the Group that are regularly reviewed by
the chief operating decision maker the “CODM”), the
Chairman and the Chief Executive Officer, for the purpose
of allocating resources to segments and assessing their
performance. In contrast, the predecessor Standard (HKAS
14, Segment Reporting) required an entity to identify two
sets of segments (business and geographical) using a risks
and returns approach. In the past, the Group’s primary
reporting format was geographical segments by location of
customers. The application of HKFRS 8 has not resulted in
a redesignation of the Group’s operating segments as
compared with the primary operating segments determined
in accordance with HKAS 14. Nor has the adoption of
HKFRS 8 changed the basis of measurement of segment
profit or loss.

Prior to 24th August, 2009, the Group was engaged in the
distribution and trading of mobile phones and related
accessories in both the PRC (excluding Hong Kong) and
Hong Kong, which is known as “Mobile phone business”
segment. The CODM used to measure and assess the
Group’s performance and allocate resources based on the
contribution by these two geographical markets. In August,
2009, the Group discontinued its operations in Hong Kong
upon disposal of its subsidiary, the Synergy sub-group.

REBERANR _SThE—H—
BAER 2 EAN K REERFE8H
(& HI] - BAEMBHRELERFES
S HEEEER - HEREEE
BREE(ZEEEREE]) - =
EREEATECHENANUNSER
BRTEDHBEFHERRZEH
BN BHRELRERBINLCE D
o MR - HATER (BB ER
F145R [ BERE]) REEBREIAR
b B HR A EMA DI (ER R
) o A AEBEZEFEZHRIN
REEPHEE S il o5 E0 o ¥
REBSSEAE14ARFEEZE
EREDE  RNB B EREE
RIS ARSI A KB L E D H
EEMIETE - RNB B BREE
BI| 25 85 7N A BB 45 38 I sk S TR Y
ATEEXE .

RZFEZEANFNAZFTHEBR - &
EEEFE (TREES) REBR
ERDEERBARENSHERE
5 IEBIBHEFEHIHE - =
BRAEBAREBRARZMELET
SHEMEBERTEAEEREAR
BRAE - AEERZ=ZZTZTAFN
A EM B AR SynergyE @& 2 &
IHEBRAHEE -
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As set out in Note 37, on 23rd December, 2009, the Group
completed its acquisition of a 50.8% equity interest in a
mining company established in the PRC and henceforth
became engaged in the mining business. However, no
active operation took place between the date of acquisition
and the end of the reporting period. Therefore no segment
information relevant to the mining segment is presented.

The accounting policies of the operating segments are the
same as the Group’s accounting policies described in Note
3. Segment results represent the profit (loss) from each
segment without allocation of interest income,
miscellaneous income, finance costs, central administration
costs, impairment losses recognised in respect of goodwill
and available-for-sale investment, fair value loss on
derivative financial instrument, loss on disposal of
subsidiaries, gain on disposal of an associate and share of
results of associates.

Inter-segment sales are charged at prevailing market rates.
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Segment revenues and results

The following is an analysis of the Group’s revenue and

results by operating segment.

For the year ended 31st December, 2009

REVENUE
External sales
Inter-segment sales

RESULTS
Segment results

Interest income

Miscellaneous income

Finance costs

Central administration costs

Impairment loss recognised in
respect of available-for
-sale investment

Impairment loss recognised in
respect of goodwill

Fair value loss on derivative
financial instrument

Loss on disposal of subsidiaries

Gain on disposal of an associate

Share of results of associates

Loss before taxation
Income tax expense

Loss for the year

g
SMNEREHE
N EB R E

£ |

DEEE

MEMA
MY
BEKA

B RITHA AR
RARHERE
HERZRE R

EERER

WERE
ITEMBIAZ

AV EEE
HEMBRARZER
& — KB E R F 2 s
DEMERR XA

BRI A 1R
IR

EEBR

7 ER W R R AE

TRAREE S MEAD 2 A K@K

BmREREDM ©

Z-EEANF+=ZA=+—HL

FE
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Segment revenues and results (Continued) DEMEREE (&)

For the year ended 31st December, 2008 BZ-_ZZEN\NF+=ZA=+—HL

FE
Mobile phone business
BBEEED
Continuing  Discontinued
The PRC  Hong Kong Elimination Total
B B&RIE
H N 85 Bt
HK$’000 HK$’000 HK$’000 HK$’000
TAT THT TAT THT
REVENUE ez
External sales INEBSHE 1,834,530 263,063 - 2,097,593
Inter-segment sales DEEHEE 113,200 13,467 (126,667) -
1,947,730 276,530 (126,667) 2,097,593
RESULTS ES
Segment results DEEE (9,183) 2,497 — (6,686)
Interest income FEWA 1,657
Miscellaneous income B 9,503
Finance costs BEKAE (11,837)
Central administration costs R RITEAR A (67,959)
Impairment loss recognised in LAt &R LR
respect of available-for ZHEEE
-sale investment (632)
Impairment loss recognised FEERR
in respect of goodwill ZREEE (5,105)
Share of results of associates S HEEE DA 2 E4E (4,036)
Fair value gain on an embedded AR IFEHETETA
non-option derivative Z AT ERE 5,538
Gain on disposal of an associate H%& — K& AR 2 W 104
Impairment loss recognised in ~ FLEE & A B SR
respect of interests ZHEEE
in associates (65,725)
Loss on disposal of held BERHEMELER
-for-sale property (107)
Loss before taxation PR R0 B 1R (75,385)
Income tax expense FIBHAY (3,459)
Loss for the year FEER (78,844)

China Fortune Holdings Limited P fRRIEKRGR DT

Annual Report 2009 ¥



Segment revenues and results (Continued)

Inter-segment sales are charged at prevailing market rate.

7R R R ()

7 BB SH B R IRIT M5 L Bk -

Other segment information and information about Hti s BERRETERTFER

major customers

2008 2008 2008 2008 2008
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THm TER TEn THL THm
Amounts included in the measure of &7 SEEE
segment results: HARSE :
Alowance for trade and other ~ ERESEARE(
recelvables ERES &R 47,347 17 47,364 - 47,364
Write down of inventories FEH 5,061 2177 7,238 - 7238
Depreciation of plant and equipment B kR E2 & 1376 84 1,460 - 1460
Gain (oss) on disposal of plant and HEREREEZ
equipment s (B8) {111) 6) (117) = 17)
Amounts requiarly provided to ~ EERTEEERRE
the CODM but not included in the 2B &7+ &
measure of segment resuls: APRERHANSE -
Finance costs BENK - - - 11837 11837
Share of (proft) loss of associates  HEBEAE (&7) FHE - - = 4036 4036
Revenue from major product and services FEEMRREzKE
The Group’s revenue for both years from continuing REBZMFENFEEBREY

operations is solely from mobile phone business.

RRBEBEHEREY -
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Geographical information

The Group’s operations are located in the PRC and Hong
Kong. The operation in Hong Kong was discontinued
during 2009 as set out in Note 11.

The Group’s revenue from continuing operations from
external customers and information about its non-current
assets by geographical location of the assets are detailed
below:

PRC (continuing operations) TR (BEER)
Hong Kong (discontinued B (BRIEED)
operations)

note: Non-current assets excluded those relating to available-
for-sale investment.

During the year, only one single customer contributed to
more than 10% of the Group’s total revenue (2008: none),
from whom the revenue is approximately HK$330,507,000.

China Fortune Holdings Limited P fRRIEKRGR DT
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b & &
AEEZEZBURPERESE - &
BZEBER_TTNFRI - 7
BEIURNHIEE

AREBRMBAE D REINAEP
M BEEBREARBHEERDE

ERMEMFRHDT
31/12/2008 2008
HK$'000 HK$’000
TET THT
1,834,530 53,301
263,063 74
2,097,593 53,375

Kzt - FRBEETBEAHFHER
BRMNEE -

FAEBE-RB(CZETNF  8E)
EFHASERANSBERMES
0% BEEAEENKEBD
330,507,000/ 7T °



Other gains and losses comprise:

Exchange (loss) gain
Impairment loss recognised in respect of
available-for-sale investment
Impairment loss recognised in
respect of interests in associates
Impairment loss recognised in
respect of goodwill
Fair value loss on derivative
financial instrument
Fair value gain on an embedded
non-option derivative
Allowance for trade receivables
Allowance for other receivables
Reversal (impairment) of loss recognised
in respect of club memberships
Loss on disposal of asset
classified as held for sale
Gain (loss) on disposal of
plant and equipment
Reversal of impairment loss recognised in
respect of trade and other receivables

H ez MBS E B

PE 5 (B518) ek
A ERERR
ZRIEE R

SLEE N AR s FERR
ZRERER

PR B HER 2 REEE

TEFBIAZ
NFEERE
BRANEMBEITETA
ZRFEW
FEU B 5 B T Bk i
H{h FE W BR SR
BT ERAHER
BERE (B58)
HEDHESRIELE
BEEZER
HEmE R REZ
Yozk (B518)

ShE 5 N E Al R MR R R

Z BB 1R

2008

HK$’000

TR

1,727

(632)

(5,725)

(5,105)

5,538
(6,266)
(43,504)
(35)
(107)

(111)

2,423

(51,797)

China Fortune Holdings Limited P B RRIEKRGR LT

Annual Report 2009 F ¥

103



104

Continuing operations

Interests on:

Bank and other borrowings wholly
repayable within five years
(Note 33)

Bills discounting

Convertible loan notes

Earnest money received

Other financial liabilities (Note 32)

Promissory notes

Continuing operations
The charge comprises:

Current tax:
Hong Kong Profits Tax
PRC Enterprise Income Tax (“EIT”)

On 26th June, 2008, the Hong Ko

HEEEET

FMEFH
E%ﬁiw%%

BEZRITR

H 8 & (fizE33)
EHERLIR
ARBRERER

B YR 7E

HE o8& (fiE32)
I LS

Ti"]: Z‘t z«<
X HBE

BIEATR IR -
BEMNEHR
FESEMER ((REMEHR])

e

ng Legislative Council

passed the Revenue Bill 2008 which reduced corporate
profits tax rate from 17.5% to 16.5% effective from the
year of assessment 2008/2009. No provision for Hong

Kong Profits Tax made as the Group has no assessable

profit for the year.

PRC EIT represents tax charge on the assessable profits of

the Company’s subsidiary, Zk/& m & IS8

(“Zhuhai Reminda”).

AREERAA]
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2008
HK$’'000
TAT

2,036
61

9,623

11,620

2008
HK$’'000
TAT

3,178

3,178

fﬂiwkhmﬁ
BHEHRI7TE5%HE
m5%~§_7?ﬂ/ TThF
RAMEERER - ARAEERA
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Fortune (Shanghai) International Trading Co., Ltd (“Fortune
Shanghai®), E#B K&EITE B S B R 2 7 (“Shanghai
Telefortune”) and /&R HKEE 5 E R A & (“Shanghai
Yuanjia”) were established in Shanghai Waigaogiao Free
Trade Zone, the PRC; and Zhuhai Reminda was
established in Zhuhai Special Economic Zone, the PRC.
Accordingly, for the year ended 31st December, 2009,
these PRC subsidiaries were entitled to the EIT rate of
20%. =AMBEBEBEEAR AR (“Sifa Mining”) was
established in the PRC and subject to the EIT rate of 25%
for the year ended 31st December, 2009.

The charge for the year can be reconciled to the loss
before taxation per the consolidated statement of
comprehensive income as follows:

(LB BEBRESZBERAR ([
RBEB]  EBEREVTHESER
AR ([ &R kR EER=ZBER
BHERAR([EE&EE]) RPEH
B EBRBEERKY - KREER
FARNPREKEEBERRRKY - B
I BE_ZZAF+-_A=1+—
HIEFE  ZEHRBNBARIZESR
PEMERRE20% - = A IHERE
XERAT ([ERBEX]) RPBIK
M BEZETAF+ZA=1+—
HIEFEEE25% M ESHE
KT o

AEFzZBREXHESAE2EEA
RZBEBATBEHRNT

2008
HK$'000
FHET
Loss before taxation from SBICEETE 2
continuing operations BRELRIEE (77,674)
Tax at the domestic income tax Bzﬁi’@ﬁﬁ fRTR?ZO%
rate of 20% (2008: 18%) (note) —EENF
Z A (Kia) (18,981)
Tax effect of share of results of associates % {5 & 2 7] %ZIZfRf“ B 726
Tax effect of expenses not OB RET T2
deductible for tax purpose 5,414
Tax effect of income not taxable BERBRMBZ 2 MG E
for tax purpose (1,179)
Reversal of tax effect of deductible EERERRA N fR
temporary differences previously B EZR 2 M
recognised —
Tax effect of deductible temporary RIER AN E
differences not recognised BB E 8,523
Tax effect of tax losses not recognised RERBIBBB BB E 2,824
Utilisation of tax loss previously BT RER ZHIBEE
not recognised (36)
Effect of different tax rates of group HMr iR EeEx 5B ER
entities operating in other jurisdictions TRABE 2 & 887
Tax expense for the year FEHERX 3,178
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At the end of reporting period, the Group had unused tax
losses of approximately HK$260,852,000 (2008:
HK$266,731,000) available for offset against future profits.
No deferred tax asset has been recognised in respect of
the unused tax losses due to the unpredictability of future
profit streams. Included in unrecognised tax losses are
losses of approximately HK$168,098,000 (2008:
HK$181,836,000) that may be carried forward for a period
of five years from their respective year of origination. Other
losses may be carried forward indefinitely.

At the end of the reporting period, the Group also had
deductible temporary differences of approximately
HK$69,811,000 (2008: HK$84,528,000). No deferred tax
asset has been recognised in relation to such deductible
temporary difference as it is not probable that taxable profit
will be available against which the deductible temporary
differences can be utilised.

note: The domestic income tax rate represents the PRC EIT
rate where the Group’s operations are substantially
based.

On 24th August, 2009, the Group disposed a subsidiary,
Synergy Technologies (Asia) Limited and its subsidiary
(collectively referred to as the “Synergy sub-group”), which
carried out all of the Group’s business in Hong Kong. Following
this disposal, the Group discontinued its mobile phone business
in Hong Kong. The disposal was effected in order to generate
cash flows for the expansion of the Group’s PRC operation.

The profit for the year from the discontinued operation is
analysed as follows:

Profit of Hong Kong operations for the year 7N 4 & 7% 3 7% 2 3%
HEBAEK 2 EE

Loss on disposal of Hong Kong

operations (see Note 38) (R MI3E38)
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RERBLEER - NEETTAEED
RGBT 2 B AREARIBEBIELN B
260,852,000 ot (Z T )\ &F
266,731,000/ 7T) ° ARNEERETE R
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HEEERELERIBEE ° 5t AKRHE
AR TEE 1B A 18 49 4168,098,000
B (ZZEZ N\ : 181,836,000/
JL) c IBEASFEREERT -
H B ERRAEE -

REFRPLER - AEBIEAH
THE RS = %0#969,811,000/8 T (= Z
TN\ : 84,528,000 7T) c AT
N A RE EE A A] 0B R A= RE AR DAGK
HERB AT - A EHRZE T
REREZHEERAELEHBEEE -

ftat RS BB R R A EE A
WA EBERB 2 PEDEFH
BBBIE o

AEBRZZTAFENAZTIHAS
EREREEMEABEBNMNBA
A Synergy Technologies (Asia)
Limited & H i B A &) (4558 [Synergy
£E) - HER AEEEKRIEEE
HBEEBEE - ZHE D AERAK
SETEEBmMREHBSRE -

FRAERERB GO

Year ended
HZEZH
IEFE
31/12/2008
HK$'000
T T

2,008

2,008



The results of the Hong Kong operations for the period
from 1st January, 2009 to 24th August, 2009, which have
been included in the consolidated statement of

comprehensive income, were as follows:

Revenue

Cost of sales

Other income

Selling and distribution costs
Administrative expenses
Finance costs

Profit before tax
Income tax expense

Profit for the period/year

Profit for the year from the discontinued
operation includes the following:

Auditor’s remuneration

Depreciation on plant and equipment
Employee benefit expenses

Loss on disposal of plant and equipment
Waiver of trade and other payables

Yoz

SHE RN

H U A

HE R KA
TR

BR3¢ BTt A
PR B R X

5,/ F N A

BERIEEBHFREH
B/ THIER -

BN B =

B R EITE

B ERA X
HEBE M&E 2 EE
e B SRR

H i FE AR E

During the vyear, the Synergy sub-group contributed
HK$11,892,000 (2008: outflow HK$2,139,000) to the
group’s net operating cash flows, received HK$9,000
(2008: HK$799,000) in respect of investing activities and
paid HK$10,184,000 (2008: HK$588,000) in respect of

financing activities.

ZETNF-A-BREZZTENF
ANAZ+MA @ stAREEZEKA
RZBBEBERENT -

1/1/2008 to
31/12/2008
HK$'000
TAET

263,063
(252,540)
2,441
(8,121)
(2,337)
217)

2,289
(281)

2,008

44
84
6,337

2,158

FWN - SynergySE B ¥ RE B ER
EREFEEER11,892,000/& 7T (=
T NF : LMK MH2,139,000%
7o) - BIRETEEUE9, 0007 T (=
T )\ ¢ 799,000/ L) LR E
SEEN 110,184,000/ 7T (ZEZTN
% : 588,000/ 7T) °
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The carrying amounts of the assets and liabilities of the SynergyEEERHEEH 2 EENE

Synergy sub-group at the date of disposal are disclosed as BERMERZENAT :
below:
HK$’000
FHET
Total Assets BERE 15,427
Total Liabilities @R 12,376
2008
HK$’000
FHE T
Continuing operations BB TS
Loss for the year has been arrived FEBED MR :
at after charging:
Auditor’s remuneration Z AN & 1,475
Cost of inventories recognised as expense B R AR X 2 F &K A
(including write down of inventories: (BREEFEEMR
HK$8,249,000 (2008: HK$7,238,000)) 8,249,000/ 7T
ZET)\F
7,238,000/ 7T) ) 1,812,637
Depreciation of plant and equipment EREE2ITE 1,376
Staff costs B B A
— directors’ emoluments (Note 13) —Z =S (FiE13) 3,313
— other staff costs —HM 8 TR 13,575
— retirement benefit scheme contribution —:& Kk #& F| 5+ 2] £ 7%
(excluding directors) (TBEES) 404
17,292
and after crediting: EEmA :
Bank interest income RITH B A 1,548
Government grants I8 T %8 B 209
Service income from provision of logistics #2 %7 & = & AR %
and promotion services Z BRIGUA 3,937
Waiver of trade and other payables ERESERERKX
E AR R 1,104
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The emoluments paid or payable to each of the eight
(2008: seven) directors were as follows:

Lau Fung

Siu Ying Luo  Oilp,
(“Mr.Lau”)  XiZhi Alfonso
grE BBz RAE%

([8%%))
HK$'000 HK$'000 HK$'000
Tiér  Thrn  Tirx
Fees e
Other emoluments o
Salaries and allowances FehEy
Retirement benefit RIVERIFT IS
scheme contribution
Total emoluments Hems
2008
Fees we - - 100
Other emoluments e
Salaries and allowances T REH 1,719 108 =
Performance related incentive  XZBIREZE
bonuses (note i) TEAT (B3t 1,000 33 =
Retirement benefit RIVERIFT B
scheme contribution 2 21 -
Total emoluments Heas 2721 162 100
notes:

(i)  The performance related incentive bonuses for 2008 was
determined with reference to performance of the Group.

(i) Wang Yu was appointed on 12th November, 2009.

ENSIENTNAL(ZZEENF : £
fEERaZMEWT

Chang  Wong
Lo Wing Lit
Wing  Seng,  Chor, ChenYi
Yat  Victor  Alexis  Gang Wang Yu Total
Exg  BkBE B0 RAA E3 S

HK§'000 HK$'000 HK$'000 HK$'000 HKS'000 HKH000
Tén TR TER TEr TR TER

(note i)

(Wi
50 100 100 80 = 430
- - - - - 1827
- - - - - 1,08
- - - - - 2
50 100 100 80 = 3,318

Witk -

(i) 2008FFEzKRINAMERIEA
KREERKBEXREERE -

(i) ERR-_"FTNAE+—-A+=H
EZRE-
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Of the five individuals with the highest emoluments in the
Group, one (2008: one) was a director of the Company
whose emolument is included in the disclosures in Note 13
above. The emoluments of the remaining four (2008: four)
individuals were as follows:

Salaries and allowances

e MR
Retirement benefit scheme RRAEFFT B 50

contributions

Their emoluments were within the following bands:

1,000,000/ 7T A A

1,000,001 8 L&
1,500,0007% 7T

Up to HK$1,000,000
HK$1,000,001 to
HK$1,500,000

None of the five highest paid individuals waived any
emoluments in both years.

During the year ended 31st December, 2009 and 2008, no
emoluments were paid by the Group to the five highest
paid individuals, including directors, as an inducement to
join or upon joining the Group or as compensation for loss
of office.

No dividend was paid or proposed during both years, nor
has any dividend been proposed since the end of the
reporting period (2008: Nil).
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2008
HK$’'000
TAET

3,266

39
3,305
ZEREZMEN T TH&EE

2008
Number of
employees

EEHH

3
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For continuing and discontinued operations

The calculation of loss per share for the year is based on
the loss for the year attributable to owners of the Company
of HK$171,983,000 (2008: HK$78,719,000) and the
weighted average number of 379,497,000 shares in issue
during the year (2008: 372,790,000 shares in issue).

The computation of diluted loss per share does not
assume the exercise of the Company’s outstanding share
options as the exercise price of those options is higher
than the average market price for shares for both 2009 and
2008.

For continuing operations

The calculation of loss per share for the year is based on
the loss for the year attributable to owners of the Company
of HK$172,654,000 (2008: HK$80,727,000) and the
weighted average number of 379,497,000 shares in issue
during the year (2008: 372,790,000) shares in issue).

The computation of diluted loss per share does not
assume the exercise of the Company’s outstanding share
options as the exercise price of those options is higher
than the average market price for shares for both 2009 and
2008.

FERCRILEEXR

FRAEREEREBEFARNQAESR
AFE(EE518171,983,000%8 7T (=&
=)\ : 78,719,000/ ) RFRE
BATIR M 2 hn#EF¥988379,497,000
& (ZZZ )\ : 372,790,000 E
BIIRM)FE -

HR-_ZEZENFR_ZZAFER
BNTEERSNFHRE - &&
EERBEEERIERRETE
RRBRITE 2 BBAHE

FREBREBEFTEHREARRD A%
B AEIGFAEIE172,654,000%8 70

—ZTT )N\ F : 80,727,000/ 7T) K
FABDBETRD NEFHTH
379,497,000 (= & T )\ F :
372,790,000 B 81T D) 7T &

o

HR-_ZEZNFEFR_ZETAFER
ERTEERSNRFEHRE - et
EERBEEERTERKEITE
KOBARITEHE 2 BARHE -
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COST
At 1st January,
2008
Exchange adjustments
Additions
Disposals

At 31st December,
2008

Exchange adjustments

Acquired on acquisition
of a subsidiary

Additions

Disposals

At 31st December,
2009

R A
R-FENF
—A—H
B i 3 2

12 hn
&

R-ZZENF

+=-—A=+—H

3
U B — 2R B
DFRA
1210
i

R-ZZEZNF

+=-—A=+—H

China Fortune Holdings Limited P fRRIEKRGR DT
Annual Report 2009 ¥

3,561
162
405

(150)

3,978
(26)

3,651

350
(548)

7,405

2,691

65

199
(477)

2,478
@8)

1,027

374
(496)

3,375

2,653
27

(155)

2,625
(3)

(838)

1,684

8,905
254
604

(782)

8,981
(37)

4,678

724
(1,882)

12,464



DEPRECIATION
At 1st January,

2008
Exchange adjustments
Provided for the year
Eliminated on disposals

At 31st December,
2008

Exchange adjustments

Provided for the year

Eliminated on disposals

At 31st December,
2009

CARRYING VALUE
At 31st December,
2009

At 31st December,
2008

wE

RZEENEFE
—A—H
[E H A%

FERE

o & B 8

R-ZFZTNF

+ZRA=+—H

BEE 3¢ 8 2
FEREG
65 B L 84

R=TThE

+=RA=+—8

ﬁﬁﬁ

R-ZZTZTNF
+ZR=

‘f‘—ﬂ =+—H
+—H

1,993
©)
766
(240)

2,510

4,895

1,985

1,734

28

417
(464)

1,715

403
(437)

1,678

1,697

763

2,250

20

148
(144)

2,274

()
109

(805)

1,575

109

251

5,115

72

1,460
(665)

5,982
(15)
1,278
(1,482)

5,763

6,701

2,999

The above items of plant and equipment are depreciated
on a straight line basis at the following rates per annum:

Leasehold 20% or over the term of the
improvements relevant leases, whichever is
shorter
Furniture, fixtures 25%
and equipment
Motor vehicles 25%

LA E REEBRBABREE D
FIFRITE -

THEYE 20%3k 1% F FATE 4
=& FHAREE
RB4E)
Rifh - EE  25%
L]
B 25%

China Fortune Holdings Limited P B RRIEKRGR LT

Annual Report 2009 F ¥

113



114

COST 2%
Acquired on acquisition of i :22h¢+ BE-+=BW%E
a subsidiary on 23rd —RMBRARIREAR

December, 2009 and balance WRZZEZAF+_-_A=+—HH
+

at 31st December, 2009 “E R
ACCUMULATED Rt BERBE

AMORTISATION
AND IMPAIRMENT

Amortisation provided for FNETIREE S
the year
CARRYING VALUE ,QEWE
At 31st December, 2009 RZBEZNEFE+_A=+—H

On 23rd December, 2009 (the “Completion Date”), the
Group completed the acquisition of a total of 50.8%
effective equity interest in Huangshi Sifa Mining Company
Limited (“Sifa Mining”) from Mr. Lau, a director of the
Company, and his affiliates (collectively referred to as the
“Vendors”).
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HK$’000
TET

415,840

415,840

RZZEEANF+_A=+=H((=
ﬁXEI,HHJ) CAEETEKEARRAE
FREEREBEA (GBIER])
WEEAEEBERERAA ([$8%
BE|) £50.8% E Bk -



The mining right represents the right of Sifa Mining to
conduct mining activities in the location of Huangshi in
Hubei in the PRC. The mining right is amortised using the
units of production method based on the proven and
probable mineral reserves. However, the mining operating
permit issued to the Group by Department of Land and
Resources of Hubei Province (#it & B+ &JREE) is only
for a term of 5 years from 25th September, 2007 to 25th
September 2012, though it is eligible for renewal thereafter.
In the opinion of the directors, the application for renewal is
procedural and the Group should be able to renew its
mining operation permit without significant costs, until all
the proven and probable minerals have been mined.

As part of the agreement to the acquisition, the Vendors
have undertaken to the Group that the audited profit before
tax of Sifa Mining, prepared in accordance with generally
accepted accounting principles in the PRC, will not be less
than RMB72 million for the first 12 months following the
Completion Date (the “Profit Guarantee”). If Sifa Mining
makes profit before tax of less than RMB72 million, the
compensation for the shortfall of Profit Guarantee payable
by the Vendors to the Group is equivalent to 50.8% of the
shortfall amount of the audited profit before tax compared
to RMB72 million, net of tax effect. If Sifa Mining incurs a
loss after tax, the additional compensation payable by the
Vendors to the Group is equivalent to 50.8% of either the
total loss after tax incurred by Sifa Mining or RMB10 million
(whichever is lower).

The compensation payable by the Vendors to the Group
will be set off by the first tranche of the promissory notes
as detailed in Note 35.

RIERERSBHEENRENLE R
ARETREERE - DEREKH
LHTRERENEET AIERE
g BERLEELERER
HHFETAIE RHF =T
tFNA-ZTHBERE-_ZE——_F
NAZ+HBIE - BEREAUEH -
EERA PREDEANERS
B WASE R AEBREED A
BMBAEAKAEA  BEFEDR
AREEEREHEARALE

BERERZ  BHRAS B
#=REFEARSTRAGR 2
BB EELEZBRIB NG R R T
BEEER2EATELRARKE
72,000,0007T (& A RFE]) © iR
BRERBAENIORARSE
72,000,000t + AIE 5B FASE
BRafREIAEEBHBEMRER
KEZBRBEA SR ARK
72,000,0007T &) T~ 2 = $8 #950.8%
(BEMBRBRBTE) - MIBEEEE
SHRBEEE BFEARAEEX
NEENBEREERBEREBELRE
g A R #10,000,0007TAI50.8% (JA
RIKE R%E) HEEIMEE -

BT ENTASBE O E KRNI E
35ATHLEE — LA H BRI -
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COST

At 1st January, 2008 and
31st December, 2008

Addition (Note 37)

Release upon disposal of
subsidiary

At 31st December, 2009

IMPAIRMENT

At 1st January, 2008 and
31st December, 2008

Impairment loss recognised

At 31st December, 2009

CARRYING AMOUNT
At 31st December, 2009

At 31st December, 2008

WK
R-ZZENF-—A—BRK
—EENF+_A=+—H

190 (P 5£37)

6 BT BB 2 BB R B

R_FENF+_A=1t—8

HE
R-ZFFENF—A—BRK
—EENF+=RA=+—8H
BRI EEE

R-FFNF+=-A=+—8

EEE
R-FBFENLF+-_H=T—8

RZZBEZENE+_A=+—H
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HK$’000
TET

12,925
184,340

(4,910)

192,355

5,105
184,340

189,445

2,910

7,820



The carrying amounts of goodwill (net of accumulated
impairment losses at the end of the reporting period
allocated to each cash generating unit (“CGU”) are as
follows:

BHEEEH
BHEEL
~ &%

Mobile phone business — PRC
Mobile phone business
— Hong Kong

In January, 2009, the Group entered into a revised
agreement for the acquisition of Sifa Mining, subject to
The
consideration payable for the acquisition comprised cash,

fulfilment of certain conditions precedents.

promissory notes, convertible loan notes and the
Company’s shares. Completion of the acquisition finally
took place on 23rd December, 2009. Because of the
elapse of time between January and December, 2009,
market conditions changed and as a result, the fair value of
the consideration payable has increased while the fair value
of Sifa Mining’s major asset, a mining right, has decreased.
Accordingly, the acquisition gave rise to goodwill of
approximately HK$184,340,000 which represents the
excess of the fair value of the consideration payable, as
adjusted by the Profit Guarantee, over the fair value of the

net assets acquired.

ENRBEERBEERNIEKES
ReELEM((ReELEMD K
REFREBRzZEHEEREENT

2008
HK$'000
TET

2,910

4,910
7,820

ZEENF—A  AEE R
BRI SIS ik - MAEK
BT RRGHETAIEER - WHEER
REBPHFHES  RALER - TR
EREBERAQRRG - WEHK
R_ZEZEAF+_B-_+=H5%
Ko BEERRBERMTRNE - &
—ETNE-AREETARE
HREMNAFERMEMN - s
BEFZEERERN L TEIR
Do Bk W EEEE LD
184,340,000 7T - ABERENRE
NEE(BREMNREBEARE) BEFT
WBEEFEATFEMNZZ -
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The directors have carefully reviewed Sifa Mining as a CGU
based on a value in use calculation. That calculation uses
cash flow projections based on financial budgets approved
by management covering a 5-year period, and a discount
rate of 14.67%. The cash flows beyond the 5-year period is
extrapolated using a steady 2.79% growth rate. The
growth rate is based on the relevant industry growth
forecast and does not exceed the average long-term
growth rate for the relevant industry. The key assumptions
used in the value in use calculation relate to the estimated
reserve and the estimated prices of mineral resources.

Based on the above review, the directors of the Company
are of the opinion that the goodwill arising from the
acquisition of Sifa Mining is not recoverable. Accordingly,
the goodwill is fully impaired and charged to the profit or
loss for the year.

During the year ended 31st December, 2009, the Group
disposed, the Synergy sub-group goodwill attributable to
the Hong Kong mobile phone business of approximately
HK$4,910,000 was related.

At 81st December, 2009, the carrying value of the Group’s
goodwill was attributable to the Group’s mobile phone
business in the PRC. The recoverable amount of this CGU
has been determined based on a value in use calculation.
That calculation uses cash flow projections based on
financial budgets approved by management covering a 5-
year period, and a discount rate of 10% (2008: 10%). The
key assumption for the value in use calculation relates to
the forecast mobile phones sales. Management of the
Group has determined that no impairment needs to be
recognised in respect of the CGU containing the mobile
phone retailing goodwill.
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EEGRMBBEERANSELEN
ERBERAEAESEEETHAE
- FHRECAKEEEREZ
HEFEEPBTEE R 1E14.67% 2 Bh3R
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ERHE FEEREREMEET
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EREREE  ARFAEFARR -
WEREREXEEINHETATNR
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YRAFEOBmPHE -

HE-_ZTZTAF+=-A=+—H1Lt
FE - NEBEESynergyE B H Y
REANBDEEEBEEFELY
4,910,000 7T °

RZZZEANF+ZA=+—H =K
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BINBBEHEES ZEeELEE
Izl EREABETEE
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Cost of investment in unlisted I EMEt& A7 2
associates less impairment AR AR R EEE
loss

Share of post-acquisition FE(L IR BB 14
reserves

Particulars of the associates as at 31st December, 2009
and 2008 are set out in Note 47.

Included in the cost of investment in associates is goodwill
of HK$3,635,000 (2008: HK$3,635,000) arising on
acquisition of associates in prior years.

On 2nd November, 2009, the Group disposed of its 25%
interest in Intelligence Tech Limited (“Intelligence Tech”) to
a third party at a consideration of HK$2,000,000, resulted
in a gain on disposal of approximately HK$1,437,000.

2008
HK$'000
TAET

4,909

(29)
4,880

RZEBEZNEFR_ZEZENF+HA
=+ —BZBEQARFBERAW T
47

BEFERBHERRMELEZA
£ 7%3,635,0008 T (Z BT /)\F :
3,635,000/ L) * EFFARKER
R ZIRERA -

—ZTETZAFE+—HA=-H AEEMN
182,000,000 cME=FHER
BREBRAR ([HERE]) 2
B%EZ - BB EEKRFED
1,437,000 7T °
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The summarised financial information in respect of the
associates held by the Group at the end of the reporting
period is set out below:

Total assets BEE

Total liabilities FEN=Rry

Net assets BEFE

Group’s share of net assets REEE(HEEE Q]
of associates BEFE

Revenue g

Profit (loss) for the year FERAM (EE)

Group’s share of results of REE (L= QR
associates for the year FEEE

Available-for-sale investment comprises:

Unlisted securities: JELEMRES
Equity securities NS

This represents a 1.21% (2008: 5%) interest in unlisted
equity securities issued by a private entity incorporated in
Hong Kong, which is engaged in provision of computer
technology services in Hong Kong. These investments are
measured at cost less impairment at the end of the
reporting period because the range of reasonable fair
values estimates is so significant that the directors of the
Company are of the opinion that its fair value cannot be
measured reliably.
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2RMEER - AEBEFRTHE
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2008
HK$’'000
TAET

14,718
(10,948)

3,770

1,371
112,846

(15,033)

(4,036)

A ERERE

2008
HK$’'000
TAET

286

BT —FHKRBEEMKAL AR
BETHELETRARSR21.21%
“EE)N\F 6%)Em o ZERE
BERHEBMRMRY  RFRE
N2 mMEE B AN RER
g RARGFEEAFEZRE
A ARAIEERHRFETE

MHEHE -



During the year, an impairment loss of HK$217,000 was

recognised with reference to the value of the investee
company’s net assets attributable to the Group’s interest
therein.

Deposit for potential BUERE 2 L®
investment (note i) (KiaEi)

Mineral supplier prepayment TE A B EE L R P IR
(note i) (Bt i)

notes:

(i

On 1st October, 2007, the Group entered into an
agreement with an independent third party, pursuant to
which the Group engaged the third party to identify
potential investment opportunities in mining operations in
the PRC for the period from the date of that agreement to
31st March, 2009. A sum of RMB10,000,000 (equivalent
to HK$11,400,000) was paid by the Group to the third
party as an initial deposit for such potential investment. If
an investment was not eventually consummated by 31st
March, 2009 or by an earlier date determined by the
Group, the deposit would be fully refunded to the Group.

On 31st March, 2009, the Group entered into an
agreement with the third party pursuant to which in the
third party refunded the deposits to the Group in four
quarterly installments together with interest at an effective
interest rate of 6% per annum during the period from 1st
April, 2009 to 31st March, 2010. The deposit was
refunded in full to the Group during the year.

FR
2
[E5 18

 REREBFAFBERE QT
R E B EFEmERNRE
A217,0005 7T, °

2008
HK$'000
TET

11,400

11,400

22,800

Hfat -

RZZZLF+A—B  AEE
MBYE=FEIM R AEE
HinZEsBRE_TSTNF=A
=t+—BUHHERZE=TE
FREYEEELE 2 BEREK
g o AEEERMZE=ZFXNE
#H A K ¥ 10,000,000t (%
11,400,000% 7T) * ERZFE
ERAEZEHRE - WRERZ
EENF=A=1+—HBxEEE
ErE2EFHHAIRERRKT

B ARSEE2BEETASE

EHE%EFTZKEILE? @ﬁ&
BERFEFE6RATEMNFE 1%
CERFRNEHRETAEH -
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(i)

On 2nd November, 2007, the Group entered into an
agreement with a mining company, an independent third
party not connected to the Group, pursuant to which the
mining company has agreed to supply the Group with its
minerals at a pre-determined discount for re-sale inside
and outside the PRC through a PRC mining company to
be acquired by the Group for a period of three years from
the date of the agreement. In connection with this
agreement, the Group paid the mining company an
RMB10,000,000
HK$11,400,000) as prepayment for future mineral

amount  of (equivalent to
supplies. On 1st December, 2008, the Group entered into
a supplemental agreement with the mining company
pursuant to which the prepayment would be refunded to
the Group in four quarterly installments together with
interest at an effective interest rate of 6% per annum.
Accordingly, the amount was classified as a current asset
at 31st December, 2008. During the year, RMB8,700,000
(approximately HK$9,931,000) was refunded from the
mining company to the Group. The remaining balance of
RMB1,300,000 (approximately HK$1,469,000) was
received after the end of the reporting period.
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(ii)
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COST

At 1st January, 2008, 31st
December, 2008 and 31st
December, 2009

B
R-ZBFENF—HA—HB "

IMPAIRMENT R
At 1st January, 2008 RZZEZENFE—A—AH
Impairment loss recognised EERBEEE

At 31st December, 2008 and

1st January, 2009 —ETNF—H—H
Reversal of impairment loss BT FEER
recognised in prior year VERIEN Rt qEl

At 31st December, 2009

CARRYING AMOUNT
At 31st December, 2009

At 31st December, 2008

Club memberships are stated at cost less any identified
impairment loss. For the purpose of impairment testing on
club memberships, the recoverable amount has been
determined based on fair value less costs to sell. The fair
value less costs to sell is the second-hand market price
less cost of disposal. During the year ended 31st
December, 2009, management of the Group reversed part
of the impairment loss recognised in prior years due to the
increase of the recoverable amount.

HK$’000
THET

—EEN\F+-A=+—AR
“EEAF+-A=+-F

1,371

60
35

RZZEENF+_A=+—"8BK

H 1,358

1,276

S AE RBIR AR ERE B E
BERIE -mAEMeRASRE
B - AU O S BEIE AR E X
AEBE AVFERBEEXARS-F
MEERHERKN - BHE-_FFTh
FH+-_A=+—HILFE AR A
WEeEEN  WAEEERER
EREEEFEER <30 RER
18 e
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Inventories comprise finished goods in: FEBFERK M

2008

HK$’000

FHET

Mobile phones business BB EEET 160,254
Mining business HRIEETS —
160,254
Inventories of mining business of approximately B E %817 &5 495,157,000% 7T
HK$5,157,000 (2008: Nil) have been pledged as collateral —EENF B EBEBER A

for a borrowing (Note 33). BEERF D (FFFES3) -

2008

HK$’000

FHET

Trade receivables EUE 5 BRAK 51,790
Less: accumulated allowance & @ Zst#1E (27,398)
24,392

Value-added-tax receivables JE Uk 8B 10,919
Rebates receivable JE W =] 0 5K 38 28,363
Other receivables and deposits £ fth JE Ut BR 7% N2 12 & 57,507
Less: accumulated allowance  J& @ Z&THE (44,361)
Trade and other receivables JEUNE 5 BR 3k I H b fE URBR 51 76,820
Bills receivable e ZE & 673
77,493
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The Group allows its trade customers a credit period of 30
to 90 days. The following is an aged analysis of trade
receivables (net of allowance) presented based on the
invoice date at the end of the reporting period:

0 to 30 days T==+H
31 to 90 days =t+—Zh+H
Over 90 days fBiBE LT H

Before accepting any new customer, the Group assesses
the potential customer’s credit quality and defines its credit
limits. Limits attributed to customers are reviewed
periodically. Majority of the trade receivables that are
neither past due nor impaired have no default payment
history and good credit rating under the Group’s internal
credit assessment.

AEBEETEFEP=TENTH
ZIEEH RERHALEEB 2RI
BHEX (EMRER ZEEAH
EH Z BRI A ITIAT

2008
HK$'000
TAET

16,155
4,698
3,539

24,392

EMEMHEPA  AEEEFMG
BEEFPZIEEEE  RABAERE
ERE  THRIRTEFPHNR
B REBEAKSEAEENG - K
BOBERBHTRBREZEKES
ERALBHERCEAEASFAR
ot o
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The Group does not hold any collateral over its trade
debts. It is the Group’s policy that trade debts over 180
days are fully provided for because historical experience is
such that debts that are past due beyond 180 days are
generally not recoverable. The following is an aged analysis
of the carrying amounts of trade debts that were past due
at the end of the reporting period but for which the Group
has not provided for impairment loss because management
are of the opinion that the fundamental credit quality of the
customers has not deteriorated:

=tT—EATHZE
HBENt+H

Between 31 to 90 days
Over 90 days

Total FE

Movement in the allowance for doubtful debts in
respect of trade and other receivables

Balance at the beginning of FAEE R
the year
Exchange adjustments ke
Impairment losses recognised & EER 2 M EE 18
for the year

Amounts written off as 88 B B A B BR K
uncollectible

Amounts recovered during FRURE 2 BER
the year

Balance at the end of the year 4F#& 4584

Included in the allowance for doubtful debts are individually
impaired trade and other receivables with an aggregate
balance of HK$994,000 (2008: HK$49,787,000) which
were either placed under liquidation or in severe financial
difficulties and therefore the amounts were considered as
irrecoverable. The Group does not hold any collateral over
these balances.
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REBUWERESERFEEMIE
i NEEMBUR AL HER180H
JEBESERELRERE  REE
BAKHERBHIS0R I E2EH
BEEFZRD - LU TARZHRGLE
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EXEEERYAB/{MAEEW
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2008
HK$'000
TAT

48
3,539

3,587

THEWE 5 MR R H YRR
RIRBRE 22D

2008
HK$’'000
TAET

64,906
3,236

49,787
(43,747)
(2,423)

71,759

REEBBRLEMERBREREKE SR
HREMEBEBRER CEHBE
994,000 7t (= T T N\
49,787,000 7T) - ZEEWE FK
REEMEREFREAR S HERS
TEBREVEREMSR ST TR
B XREBUBRZSEBTEE
A4 G o



Amount due from:
— a minority shareholder of
a subsidiary

Amounts due to:

— Mr. Lau and his affiliate

— an associate

— a minority shareholder of
a subsidiary

W 2 FRIA
——RWBARLHEERE

e 2 B0R
—FREREBEA
——RBE QT

—— XM BARDBER

All the above balances are unsecured, interest free and
repayable on demand. Other than an amount of
HK$6,000,000 due to Mr. Lau and his affiliate that carries
interest at Hong Kong Interbank Offered Rate (“HIBOR”)
plus 3.5%.

In 2008, deposits denominated in US$ were pledged to
banks to secure banking facilities including short-term
bank borrowings granted to the Group. The pledged bank
deposits had original maturity of three months or less as at
31st December, 2008 and carried fixed interest rates
ranging from 1.81% to 4.35% per annum.

During 2009, the pledged bank deposits were released
upon the settlement of relevant bank borrowings.

2008
HK$'000
TAET

5,691

500

500

EXBEEBRREER T ER
BREREER  EENBEERE
B2 A 3XTE6,000,000/8 TLIZ & B IR
TEZEFREIN3.5%TERIN o

ZEENF C UETFHEZTERE
BERTRITUNERTEBMAER 2
RITEE(REEHETEE) - ¥
—EENF+=-_A=+—H BE
WROTERZRINBAA=MMA
A ENTF1.81EZ435EMEE
FREGTE o

—ETNFAR CEMZRITER
REBRITEEBERERE -
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Bank balances and cash comprise cash held by the Group
and short-term bank deposits that are interest-bearing at
market interest rates ranging from 0.01% to 0.36% (2008:
0.25% to 1.75%) per annum and have original maturity of
three months or less.

The bank balances and cash of the Group are mainly
denominated in RMB and HK$, which are the functional
currency of the relevant entities of the Group. Included in
bank balances and cash at 31st December, 2009 was an
amount in RMB of approximately RMB6,065,000 (2008:
RMB41,526,000). RMB is not freely convertible into other
currencies.

The following is an aged analysis of the trade payables
presented based on the invoice date at the end of the
reporting period:

Trade payables: BB SRR ¢
0 to 30 days TE=1H
31 to 90 days =+—Zh+H
Over 90 days BB H
Rebates payable FET =0

Other payables and accruals ~ EAbEERR M IEFTE A
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BTEBLESEEASEEREZ
BERIENTF0.01EE0.36E (—F
TN\F : 0.25EE1.758) 2 THEH
ZHBELRRIYPRA=Z@ARNZE
HASRITIEN ©

AEEZRITEHRERESEFENUR
CEEBRERB2REBARBR
BILETE - RZZTEENF+ A=
+—H  ROBEBRERREBEAR
S RH AREES,065,0000T (ZF
T)N\F : AR¥A1,526,00070) ° A
RETSEHLBRAREMER -

REXRMEER ZRNE ZHERRR
LREHZINZREDTAT

2008
HK$’'000
TAET

36,258
1,404
7,036

44,698
10,645
24,837

80,180



2008 2008

‘000 HK$’000
T FAET
Ordinary shares of HK$0.10 EFRMEEO0.10 T
each 2 Emp
Authorised Dz N 1,000,000 100,000
Issued and fully paid BEITEAR
AR R AR AN
At beginning of year F 1) 372,790 37,279
Issue of shares in BITIRMDIER
consideration for i —=R
the acquisition of a B AR Z
subsidiary (note) RAE (ML) — —
At end of year FR 372,790 37,279
note: Mt -
On 23rd December, 2009, the Group completed the RZTEZNRF+ZA=+=H " &&
acquisition of Sifa Mining by allotment and issue of B ookl R R - RAR R
306,016,300 ordinary shares of HK$0.10 each per share as 77306,016,300X AR EE0.10/4E T2
part of the consideration of the acquisition. The fair value of TARIAE D BENRE - ROMRK
the shares on the date of exchange, represented by their BBz AFEAZERMDE R ZW
closing market price on that date was HK$0.465 per share. ME&E0.465/ L °
The shares issued as mentioned above ranked pari passu with FrE LB ETRNMES T TEHEE
the then existing shares in issue in all respects. REZRTRNEZERSEE= o
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The Company adopted a share option scheme on 14th
January, 2004 (the “Scheme”) which was effective on 26th
January, 2004 and will expire on 26th January, 2014. The
primary purpose of the Scheme is to provide incentives to
directors, eligible employees and other qualified persons
who in the opinion of the board of directors has made or
will make contributions which are or may be beneficial to
the Group as a whole.

Under the Scheme, the directors of the Company may,
subject to certain conditions, grant to any director,
employee, suppliers, agents, customers, distributors,
business associate or partner, professional or other advisor
of, or consultant or contractor to, any member of the
Group or any associated company who in the opinion of
the board of directors has made or will make contributions
which are or may be beneficial to the Group as a whole,
options to subscribe for shares in the Company at any
price but not less than the higher of (i) nominal value of a
share, (ii) the closing price of the shares on the Stock
Exchange on the day of grant and (iii) the average of the
closing prices of the shares on the Stock Exchange on the
five trading days immediately preceding the date of grant of
the options, subject to a maximum of 10% of the issued
share capital of the Company from time to time.

Without prior approval from the Company’s shareholders,
(i) the total number of shares in respect of which options
may be granted under the Scheme is not permitted to
exceed 10% of the shares of the Company in issue at any
point in time, and (ii) the number of shares issued and to
be issued in respect of which options granted and may be
granted to any individual in any 12-month period is not
permitted to exceed 1% of the shares of the Company in
issue at any point in time.

Options granted must be taken up within the time period
set out in the offer letter and upon payment of HK$1 for
each lot of share option granted.
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ARABRZZTEWEF—ATHEARE
MR rEET & ([5H81)) » &ETEIR
—EENFE-A -+ ANBAERLH
RZZE—NF—AZ+HEM
HECEFEENAMNESTERAY
REERERZEEL S IELR
REAEBRERNES - 68K
BEREMEERA TR -

BIEETE - BB TIHREZRET -
RAAREZARNESFERAHLAE
EERER S EL S EE B sk
AEEBRAERMANEBEEMKE R
A EA AR ZES B8
fHhEn  RE BF 2l %
RN BEEMKEMER - %
A AEBRER TAIRERR AR
D2 ERE  HEREBETEDRO
AR EE - (i) A% H B BB
AT Z W B R (i) AP BB
R L BB AER S B ER A
ZEHRTEZESE - niERE
itz BB E AR BT B 3
TRAZ10% A EBR °

RIEARDNBRREELBAE - (VRIK
ETEIFI R M 2 RS 2 IR 0
B PEBEAQBERERD
BITRMDZ210% @ RNV EM+=
18 A B9 ) e (A % 2 B AR
iz BBITREETROEKE -
T el /N RS A i S
MZ1% o

BIREERREZQ R ZAE
B WEAREARRR L 2B
EEFIMETZER -



N-ZZEZAFE+-_A=+—08 1
BB EREENRITEBRER
W2 8 B 58,652,000 (==
TN\ 1 9,722,0000%) © HHERK
AAIERABEEBITRMMISI%(ZE
TN\EFE:26%) e

At 31st December, 2009, the number of shares in respect
of which options had been granted and remained
outstanding under the Scheme was 8,552,000 (2008:
9,722,000), representing 1.3% (2008: 2.6%) of the shares
of the Company in issue at that date.

TERBRE-_TTEAGR-_TZ
NE+-—A=+-BI&EEER
B (RIEEE) Rl n mERE

The following table discloses movement of the Company’s
share options held by employees and consultants

(including directors) during the years ended 31st

December, 2009 and 2008: g
Exercise  Qutstanding Forfeited  Qutstanding  Transfer upon Forfeited
Date of Exercisable price at during at appointment during
Name grant period per share 1.1.2008 theyear 31122008  asdirector the year
RIFENE
REENE T2A
-A-H =t-B  ZfthE:
4 RHAH i BRARE  HAAR  REAKN  RAAE BEE  REAXN
HKS
AT
Category |:
iR
- Directors 7.5.2007 7.5.2007 to 6.5.2012 129 2,750,000 - 2,750,000 - -
-%% “R2tERALA ZEEtEFRAtAR
ZE-CFRARA
- Director appointed 7.5.2007 7.5.2007 t0 6.5.2012 1.29 — — — 300,000 =
during 2009
-RIRENE Z3RLERALE  ZERLERACAE
NERNES Z5-ZFRARA
Category I
e
Employees 7.5.2007 7.5.2007 to 6.5.2012 129 3,158,000 (136,000) 3,022,000 (300,000) (1,170,000
-8 ZEREERALE CEEtFRAtAZ
LR
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Exercise  Qutstanding
Date of Exercisable price at
Name grant period per share 1.1.2008

RITENE

~5-8
e ]zl I SROTRE  mAGR
HKS
AT
Category Il
$78:
Consultants (note) 7.5.2007 7.5.2007 t0 6.5.2012 129 3,950,000
-BR (W) ZZ3tERAtA ZEEtFRAtAR
“2-ZERARH
Total for all categories 9,858,000
BNt
Exercisable at the end
of the year
RERAE
Weighted average HK$1.29
exercise price
METHaEE 1297
note:

The Group granted share options to the consultants in return
for their provision of management consultancy services to the
Group.

No option was granted during each of the two years ended
31st December, 2008 and 2009.

China Fortune Holdings Limited FEIRZRZRER AT
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Forfeited
during
the year

REAXA

(136,000

HK$1.29

12987

Qutstanding ~ Transfer upon Forfeited

at  appointment (uring

31122008 as director the year
Ro2ENE
T2A

=t-8  ZftRE:

WRAE REE  RERER
3,960,000 - -
9,722,000 - (1,170,000
9,722,000

HK$1.29 HKS1.29 HK$1.29

12980 129%T  129%7

Bt -

AEBRTERZBRE FRRE
AASEERHEERA ARG -

BE_ZTTEN\Fr_ZFETNLF+_A8
=t BLMEESF  YEFHE
REHE o



Put option liability Ron A G
- Host debt component —FEBE D
- Embedded non-option — i A FEEIHE
derivative MTETE

On 4th September, 2007, the Group and TeleChoice
International Limited (“TeleChoice”), an independent third
party, entered into an agreement to establish a subsidiary
(the “Fulfillment Subsidiary”) to engage in the logistics and
fulfillment business for Nokia-branded mobile handsets and
accessories in the PRC (the “Fulfillment Business”), which
is presently operated by Fortune Shanghai. TeleChoice
injected HK$50 million for 40% equity interest of the
Fulfillment Subsidiary, while the Group injected HK$25
million for 60% equity interest therein. The commencement
of the Fulfillment Business by the Fulfillment Subsidiary was
subject to the consent to the novation of the Nokia
Fulfillment Agreement (the “NF Agreement”) from Fortune
Shanghai to the Fulfillment Subsidiary by Nokia (China)
Investment Company Limited, an independent third party.

2008
HK$'000
TAET

58,168

(5,538)

52,630

“EELFNANA  AEEEB
3 28 = J7 TeleChoice International
Limited ([TeleChoicel) 5137 1% -
ARSI B S en B F R
MR REXEEFXE ([RErEE
X% - BRI RE LBEE) BN
BAAl([EEXEEMBAR]) -
TeleChoice)E & 50,000,000 7T LA
BMER = BE M B 2 A 40%H A%
# - A& E)E & 25,000,000 T
e A EUED X BB M B 2 F160%
AR - EEXEEWB R RAFE
UE=FwER (FE)KREERA
AIREEFHAEDRXE ([FAE
DRxwZE]) - BN FBERELE
HRAEEAEEWNB AR - FAH
REXEEERS -
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At the time of entering into the agreement, the Company
also granted a put option to TeleChoice pursuant to which
TeleChoice could require the Company to purchase its
entire 40% equity interest in the Fulfillment Subsidiary at a
price of HK$50 million during the period from 1st March,
2007 to 31st December, 2008, on condition that the NF
Agreement was not novated over from Fortune Shanghai to
the Fulfillment Subsidiary. During the period from 4th
September, 2007 to 31st December, 2008, TeleChoice was
entitled to 40% share of profit attributable to the Fulfillment
Business.

The put option liability was considered as a host debt
instrument with a not closely related embedded non-option
derivative which was linked to the profitability of the
Fulfilment Business. At initial recognition, the original
effective interest rate for the host debt component was
determined based on the estimated future profit to be
generated from the Fulfilment Business, with the
embedded non-option derivative having a fair value of zero.
At the end of reporting period, upon the execution of
exercise the put option, the put option liability was
released. It was stated at amortised cost using the original
effective interest rate of 20% per annum, for which an
effective interest expense of HK$9,523,000 had been
recognised in the consolidated statement of
comprehensive income for the year ended 31st December,
2008. At 31st December, 2008, the directors reassessed
the fair value of the embedded derivative with reference to
the actual future profit generated from the Fulfillment
Business for the year 2008 and determined that there was
a fair value gain of HK$5,538,000, which was recognised in
the consolidated statement of comprehensive income for
the year ended 31st December, 2008.

During the year ended 31st December, 2009, TeleChoice
exercised the put option and the Group paid a total of
HK$52,630,000 to settle the put option liability.
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TeleChoice— I M HiHE - Ea &
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~— A =+—H 8 f[#50,000,000/%
T2 BRSO BEN B
RAEIZZHA0%EHE - R _FTT
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ZERLHREABRAHERXEE
E¥BBAENEBOKEERIR
R ANFRBETETAZEEH
IE RERERE - EEHAK
DZREERMERES G R
& @%a‘%ﬁﬁ B 5T R 2R i F &1
ﬁﬁm)\t#%@éhilﬁa’m
%@7%? RERPLEER - R4
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B o IRARTEERFAE20%EE
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A=1T—H ZEEE2ERXEE
BT N\FHEEZERRR
\‘>*<%IJ$%/TEWEEW\WET$IEE’\J/A
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Borrowings comprise: BERE
Bank loans |ITER
Trust receipt loans BB ER
Other borrowing HMEE
Secured B A
Unsecured KR

At the end of reporting period, all the Group’s borrowings
were repayable on demand or within one year.

The exposure of the Group’s fixed-rate borrowings and the
contractual maturing dates are as follows:

Fixed-rate borrowings: EEEE:
On demand or within BERFIN—FNA
one year
Effective interest rate B F =

In addition, at 31st December, 2008, the Group had
variable-rate borrowings of HK$38,908,000. Of these
amounts, borrowings of HK$6,000,000 carried interest at
prime rate, while the balance carried interest at Hong Kong
Interbank Offered Rate (“HIBOR”) plus 1.3% to 1.625% per
annum. The effective interest rates on the Group’s variable-
rate borrowings were ranged from 3.64% to 5% per
annum.

2008
HK$'000
TAET

51,071
1,689

52,660

52,660

45,660
7,000

52,660

ERHEER  AKEZAAE
BERARBERIN —FAERE -
b

EEBERAHEHAH

2008
HK$'000
TAET

7,752

4%

gEoh - RZFE

H "&EBZ2ZEBER
38,908,000/ 7T * EH6,000,000/%
TZIEEEREENEGFE r mA
BARIBAEBEERITRERE ([F
BRITAZEFS]) FHEMIIER
1.625[B51 8 - AEBZEBECE
BREFIEN T3 64FEE5E -
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The Group’s borrowings denominated in a currency other
than the functional currency of the relevant group entities
are set out below:

Denominated in HK$ LS TTETHE

On 23rd December, 2009, the Company issued convertible
loan notes with a principal amount of HK$100 million as
part of the consideration to acquire Sifa Mining (the “CL
Notes”). The CL Notes were denominated in Hong Kong
dollars, unsecured and did not carry interest. The CL Notes
entitled the holders thereof to convert the CL Notes, in
whole or in part, into ordinary shares of the Company at a
conversion price of HK$0.7 per share during the period
from the date of issue to 22nd December, 2011 (the
“Maturity Date”). The Company also had the option to
redeem all or any of the outstanding CL Notes at any time
prior to the Maturity Date, at 105% of the nominal value.
Unless previously converted or redeemed, the CL Notes
were to be redeemed by the Company on 22nd December,
2011 at par.

The CL Notes contained 2 components, namely liability
component and derivative component. The derivative
component comprises of conversion option and early
redemption option. The derivative was measured at fair
value, changes of which were recognised in profit or loss.
The effective interest rate for the liability component is
8.7% per annum.
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2008
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The movement of the above components for the year are
set out as below:

At initial recognition BIRHER
Interest charge FMEEMA
Loss on changes in fair value AV {E&E) 2 Ei8

As at 31st December, 2009 RIZEZNE
+=—RA=+—8H

On 4th January, 2010, all CL Notes were converted into the
Company’s shares as disclosed in Note 44.

As part of the consideration for the acquisition of Sifa
Mining, on 23rd December, 2009, the Company issued 2
tranches of the promissory notes in the principal sum of
approximately HK$89.7 million in aggregate, all of which
are interest-free. Other particulars of the promissory notes
are as follows:

1. First tranche promissory note

This carries a principal sum of HK$40,000,000 and it
is non-transferrable and will mature at the end of the
twelve months after issue.

Any shortfall arising from the Profit Guarantee as set
out in Note 18 is to be set off against this tranche.

AR B o R A EY B B & 51 10
T~

HK$'000  HK$'000  HK$'000
TET TR TET
15,168 84,625 99,793

= 187 187
326 = 326

15,494 84,812 100,306

—Z-TF—-AWBE - EAAR
EXREBRCEBRA/ARRRND - B
BB BEEN M E44 -

—EEAET-AS+ZH A2
AETME AL ER XD
89,700,000/ TR A& L BIE - 1E &
TOEL S E RPN R
REBSS  AWRLEEDT -

1. F-HERRE

ZHAHLEBENASREAR
40,000,000/ T © &~ 0] &
FEARHERETE T @A
ERE o

fis 7R BE 2 B BT 53 1 8B 8k AR
F T TR EE G AR &
HEBKE -
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2. Second tranche promissory note

This carries a principal sum of HK$49,691,000. It is
transferrable and will mature at the end of the twenty-

fourth month after issue.

The movement of the 2 tranches of promissory note and

the respective effective interest rate are set out as below:

Principal sum on date of issue

REBETRBN AR

2. F-HEARER

ZMEAHRZBENASAES
49,691,000 7T + R A EHE -
RREITRE — T E A &

Ry 2 HA o

Mt AL REREBERN RN E

Estimated compensation by HErERRMHE (M)
the vendors (note)

Fair value adjustments N ERE

At initial recognition BIRTER

Interest charge FEER

As at 31st December, 2009 R-_ZENEF
—A=+—H

+

i

\
/

B
2
m

Effective interest rate

note: The directors are of the opinion that the Profit
Guarantee is not probable to meet and therefore have
provisionally reduced the promissory notes by the
amount of the estimated shortfall in accordance with the
terms of the first tranche promissory note.
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HK$'000  HK$'000  HK$'000
THET TET TAET
40,000 49,691 89,691
(31,853) — (31,853)
(613) (7,651) (8,264)
7,634 42,040 49,674
15 90 105
7,649 42,130 49,679

8.13% 8.72%
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The following are the deferred tax liabilities recognised and
movements thereon during the current and prior year:

At 1st January, 2008 and RZZBZENGFEF—A—ARK
31st December, 2008 —ZEENF+=ZA=+—H
Acquisition of subsidiaries W B Bt /&8 R
(Note 37) (M E37)
At 31st December, 2009 RZEENF+ZA=+—8

Under the EIT Law of PRC, withholding tax is imposed on
dividends declared in respect of profits earned by PRC
subsidiaries from 1st January, 2008 onwards. Deferred
taxation has not been provided for in the consolidated
financial statements in respect of temporary differences
attributable to accumulated profits of the PRC subsidiaries
amounting to approximately HK$31,551,000 (2008:
HK$4,186,000) as the Group is able to control the timing of
the reversal of the temporary differences and it is probable
that the temporary differences will not reverse in the
foreseeable future.

TRERAFERELFEERRLZ
ELEHRARBEREEE) :

Revaluation

of mining

right arising
from acquisition Total

B U B 5 By
REREE L R
HK$’000 HK$’000
FET FHET

101,473 101,473

101,473 101,473

BEPBECEMRSEHE B 2FF
NFE—B—BE  LAREKEAQF
T & BUs B 2 R B9 A% B A B TE
o AR AN 5 B A A 4 I R B BT
ANAERF RAOEETREZELN
31,651,000 ;t (ZZE T )\ F
4,186,000/ T) M EIERE - BT
AU BRI R ARRBOEREZTE -
WA BN EVBERERZEE N
EFGIRIEIE IR RE -
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On 23rd December, 2009, the Group completed the
acquisition of a 50.8% effective interest of Sifa Mining.
Total consideration including directly attributable cost for
the acquisition is approximately HK$339,846,000. This
acquisition has been accounted for using the purchase

method.

The net assets acquired in the transaction, and the
goodwill arising, are as follows:

Net assets acquired:
Plant and equipment
Mining right
Inventories
Trade and other receivables
Bank balances and cash
Trade and other payables
Taxation
Deferred tax liability

Minority interests
Goodwill (Note 19)

Total consideration

140
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n-zE

— ==

—F :
Acquiree’s
carrying
amount
before
combination
& BRI A
€Yl
ZRHEE
HK$’000
FET
FIBFEE
5 KR 4,678
RiEE 9,947
r& 5,128
e B 5 8% 3 % EL A FE U BR 3R 4,158
RITEBRRER S 516
e & 55 B 3 % LA JE 1+ BR 3R (23,137)
P18 65
RIERIEAE =
1,355
LR EEE
2 (19
BRE
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Fair value
adjustments

AT

A
HK’000
FET

405,893

(101,473)

304,420

NE+ZA=Z+=8 " =K
EETRIWEREREENS08%E
Rz o  BIERBEEELEKAD
BB 5339,846,000/8 7T ° 1A
KB FERWEE AT -

REMBZREEBEREEZEEN

Carrying
amount
and fair

value

BEER
AT
HK$'000
FHT

4,678
415,840
5,128
4,158
516

(23,137)
65

(101,473)

305,775

(150,269)
184,340

339,846



Total consideration satisfied by:
Deposit paid in prior year
Consideration payable
Issue of shares (Note 30)

CL Notes issued (Note 34)
Promissory notes issued
(Note 35)
Transaction costs directly
attributable to the acquisition

Net cash outflow arising
on acquisition:
Cash and cash
equivalents acquired
Transaction costs directly
attributable to the acquisition

WBEEZB SR

AT A RRE

BEFEEHZESE
FERHRAE
7R (PHEE30)
BETTBRREFTE (F1:E34)
ERTELER

(P4 7E£35)
WHEEBEEEZRFHKA

FE

EREREEEEY

WBERELZRFKA

As the acquisition of Sifa Mining was completed on 23rd

December, 2009, Sifa Mining did not contribute any

turnover or results to the Group for the year. Had the

acquisition been completed on 1st January, 2009, the

Group’s turnover and loss for the year would be increased
by HK$3,523,000 and HK$2,884,000 respectively.

HK$'000
TET

25,000
15,000
142,298
99,793

49,674

8,181

339,846

516

(8,181)

(7,665)

HRNKBREEXEN_"FTNEF
TTAZT=BREK  MEREEX
RAFELESAEETEME
XBEIEE - HBBR_FFTNLF
—A—BER  ARERAFEDN
fXBLEBEEREERENS B A
3,523,000/ 7T, }2 2,884,000/ 7T °
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On 23rd July, 2009, the Group disposed a subsidiary,
Fortune Realty Development Company Limited, which was
engaged in investment holding, at a profit of HK$107,000.

On 24th August, 2009, the Group disposed the Synergy
sub-group which was engaged in the mobile business
phone in Hong Kong, at a loss of HK$5,081,000.

The net assets of Fortune Realty Development Company
Limited and the Synergy sub-group at the dates of disposal
were as follows:

Net assets disposed of: I EFEE
Plant and equipment BB K&
Inventories FE
Trade and other receivables FE U B 5 BR 3R I E b FE U BR X
Tax recoverable AT Ug B £ IR
Bank balances and cash WITEBRERE
Trade and other payables JE 1T & 5 B 3R B EL M JE - BR K
Tax payables JEST R I8
Attributable goodwill M2
Loss on disposal HEEE
Total consideration BRE
Satisfied by: ATH AT -
Cash "
Net cash inflow arising HEEAZRESRAFE
on disposal:
Cash consideration HeRE
Bank balances and cash HEZRITESRRERE
disposed of
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—EEAFEL+A-Z+=0 " K&H
HE—RHEFREZERNIERQA
REMEZERBERLQAR - BH
107,000 7T °

—ZEAFENA-F+WMA K&EH
L& Synergy 58 - ZEEBEREH B
WEBEEFEFXT - ££155,081,000
BITEE ©

ERIMEZEREGR AT ESynergysE
ERHEEBMEEFEDT

HK$’'000
TAET

39
5,165
7,770

131

2,322
(12,381)
(102)

2,944
4,910
(4,974)

2,880

2,880

2,880

(2,322)

558



During the year ended 31st December, 2009, the Group
acquired Sifa Mining. The consideration for the acquisition
included shares, convertible loan notes and promissory
notes issued by the Company. Details of the transaction
are set out in Note 37.

During the year, the Group made minimum lease payments
of approximately HK$5,505,000 (2008: HK$4,827,000)
under operating leases.

At the end of the reporting period, the Group had
commitments for future minimum lease payments under
non-cancellable leases in respect of rented premises which
fall due as follows:

Within one year —F A
In the second to fifth years
inclusive

BFAE

Over five years

Operating lease payments represent rentals payable by the
Group for certain of its office properties and retail shops.
Leases are negotiated and rentals are fixed for terms
ranging from one to ten years.

F_FEFLF (BREEMF)

BE-FEAST-AS+ AL
FF AREDUBSEWE - K
BREQERDARFTORE - 7
MIRE R R AT - B
5 3 W BUR B 37 ©

FR - AEEREBELEEHOAIN
ZRIEHEEFRIEL A5,505,00078 7T
—ZZ )\ : 4,827,000 7T) °

RERPEER - XEBREAA
BEEOmAR 5 EEDEZE
EMEAINOREREREAE
(N

2008
HK$’'000
FTET
2,925

1,924
1,520

6,369

REEVESERAEERETHA
EMERTEEFEMNZES - D
EHEAR-—E+FZ2FHERR
B -
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At the end of reporting period, the following assets were
pledged to secure bank and other borrowings of the
Group.

Bank deposits RITIFER
TE-HRBEER

Inventories — mining business

The Group operates a Mandatory Provident Fund Scheme
(the “Scheme”) for all its qualifying employees in Hong
Kong. The assets of the Scheme are held separately from
those of the Group, in funds under the control of trustees.
Under the rules of the Scheme, the employer and its
employees are required to make contributions to the
Scheme at rates specified in the rules. The only obligation
of the Group with respect to the Scheme is to make the
required contributions under the Scheme.

The employees of the Group’s subsidiaries in the PRC are
members of a state-managed retirement benefit scheme
operated by the government of the PRC. The subsidiaries
are required to contribute a fixed rate of payroll costs to
the retirement benefit scheme to fund the benefits. The
only obligation of the Group with respect to the retirement
benefit scheme is to make the specified contributions.

The total cost charged to profit or loss of approximately
HK$716,000 (2008: HK$616,000) represents contributions
payable to these schemes by the Group in respect of the
current year.
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REBRPEER - A TEED KT
ERANEBMERITREMEEK
PER ©

2008
HK$’'000
TAET

30,392

30,392

AEBARMEEEAERERER
el EetE ([5HE)) - BH
AEMEEAXTEAZN CESHE
AEEEEDFATHE - RIBFEZ
BA BEREEBARRBRAETE
ZH R A EHR o NEEHEE
ZHE—BEAREFEMFELREHR

=+
oo

AEBEEFEZHMBAREEYD A
PRI EE 2 BRE B RKER
FEIKE - ZREMBARARF S
PR A 2 [ E L B 17 7% AR IR 4 A 51 8l
HH - REEBMNERES - A%
B ZRARENFAE 2E—BER
EHIEEHRRK -

BT 4716,0008 T (=&
T )\ : 616,000/ 7T) B A K K B
REBRAFEMRZSTEENZ

K



(a)

Details of the Group’s outstanding balances with
related parties at the end of reporting period are set
out in the consolidated statement of financial position
and Note 26.

Details of agreements entered into with Mr. Lau in
relation to the acquisition of Sifa Mining are set out in
Notes 18 and 34.

Compensation of key management personnel

The remuneration of directors and other members of
the Group’s key management during the year was as
follows:

R ER R R
BKEER

Short-term benefits
Post-employment benefits

The remuneration of directors and other members of key

management was determined by the remuneration

committee having regard to the performance of individuals

and market trends.

On 4th January, 2010, the Company issued and allotted a
total of 142,857,142 ordinary shares of HK$0.10 each in
the Company upon exercise in full by the holders of the

Company’s CL Notes.

(a) REHRMEER  NEEHEFH
BALTZRBEEHFREAR
RAMIBARR R R EE26

(b) BEBIFEAEFKBIEBREF L
Z hE R BRI FE 18534 ©

() ETB2EBRABZHM

FRAESEERASEEEMEESE
BABZMEMT ¢

2008
HK$'000
TAET

6,291
72

6,363

EZNHEMIEEEABZMER
FHMEEEEEBENALRART

LBBIRETE

—E—ZF—AWAB  RAQAT
RBRERRBRBEAZBITEIR
REFZRER ARABITREE
4 #£142,857,142/% SR E{E0.107%8
TLZ AN LA o
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Investments in subsidiaries
Amounts due from subsidiaries
Other current assets

Amounts due to subsidiaries
Other current liabilities

Bank borrowings

Other non-current liabilities

Share capital
Reserves

R BLARZRE
JiE Y T /B8 2~ R R IR
Hip e EE

FE A B 8 2 B 5KIR
HiymEaE
RITREE
Hi3EREAIE
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2008
HK$’'000
TET

41,148

238,873
4,762
(6,520)
(1,761)

(31,000)

245,602

37,279
208,223

245,602



Details of the Company’s principal subsidiaries at 31st
December, 2009 and 31st December, 2008 are as follows:

Name of subsidiary

WEARER

Express Fortune
Holdings Limited

Express Fortune Limited

REERAH

Fortune Shanghai

RELE

Fortune Telecom International
Company Limited
REEEARERAT

Sifa Mining

BEEX

Issued and

Place of fully paid

incorporation/ share capital/

establishment registered capital

AL/ BRARBERE

RIbH /ERER

British Virgin Islands Ordinary US$100

ABRAES LaR100%T

Hong Kong Ordinary HK$10

Non-voting deferred

HK$5,000,000 (note i)

& Lak10BT

ERZEBTRH

5,000,000 7t (A1)

Wholly foreign owned US$28,100,000

enterprise

established in the PRC

ERERUNERE ¥ 28,100,000% 1T

Hong Kong Ordinary HK$10,000

&k L@k 10,000% T

Established in PRC RMB1,000,000

ERERKT AEE1,000,0007

)i

E'S

Proportion of
nominal value of
issued share capital/
registered capital
held by the Company
KAAFBERARE/
EMEREE LA

2008

100%

100%

100%

100%

—EFAF+-AS+—HR=
EENF+A=1t—RHZAERHA
ZHEAAFENT

Principal activity

IERE

Investment holding
REEMRK

Maintaining the
corporate office

RELERD

ik

Trading in mobile
phones

BEDDER

Investment holding

RERK

Exploration and
extraction of
mining resources

DREARBRERR
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Name of subsidiary

(i Pk

Shanghai Telefortune

LR

Shanghai Yuanjia

tBER

Synergy Technologies (Asia)

Limited (note ii)

Synergy Technologies
(Asia) Limited (#f5ii)

Telefortune

REMH

Top Emperor Investments Limited

SERARRAT

Zhuhai Reminda

KEEEE

Issued and

Place of fully paid
incorporation/ share capital/
establishment registered capital
HRKL/ BRATRBRRE
AubY /ERER
Wholly foreign US$6,000,000

owned enterprise

established in the PRC
ERERIZNEBERE 6,000,000 7T

Wholly foreign owned enterprise  US$6,000,000
established in the PRC

ERERLIEBELE 6,000,000 7T
Hong Kong Ordinary
HK$5,000,000

&t % #1R5,000,0008 T
Hong Kong Ordinary
HK$40,000,000

&k £ #1R40,000,000% T
Hong Kong Ordinary HK$10,000
BE LiER10,0005 T
Sino-foreign equity joint RMB10,000,000

ventures established
in the PRC
ERERL FMEELE ARE10,000,0007T
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Proportion of
nominal value of

issued share capital/

registered capital

held by the Company
RAAMBERTRE/

EMEFREE LA
2008

100%

100%

100%

100%

100%

Principal activity

TERE

Trading in mobile
phones

EEBDER

Trading in mobile
phones

BERBDER

Trading in
computer products

BEEMER

Investment holding
and provision of
consultancy
services in trading
of mobile phones

REERRHEE
BOBERM
BRI R%

Property holding
RENR

Trading in mobile
phones



notes:

()  The deferred shares carry practically no rights to
dividends or to receive notice of or to attend or vote at
any general meeting of the respective company or to
participate in any distribution on winding up.

(i) Synergy Technologies (Asia) Limited was disposed of
during the year ended 31st December, 2009.

The Company directly holds the interest in Express Fortune
Holdings Limited. All other interests shown above are
indirectly held by the Company.

The principal activities are carried out in the place of
incorporation/establishment except for Express Fortune
Holdings Limited and Telefortune which mainly carry out
their businesses in the PRC.

None of the subsidiaries had any debt securities subsisting
at the end of the year or at any time during the year.

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected
the results or net assets of the Group. To give details of
other subsidiaries would, in the opinion of the directors,
result in particulars of excessive length.

et -

(i) BRI EEWEERE - &R
TTETTHx%KELDiij&%

e FRESPNEREAESTIMEND
K °

(i)  Synergy Technologies (Asia)
Limited REEZE=ZEZTNF+=A
ZS+—BIEFRBERHRDE -

XA &) B # # 5 Express Fortune
Holdings Limited##zs + iff £ 3CFTR
FrEREMESRYBAALRHEER
A o

Br Express Fortune Holdings
Limited R REF B F ZHEPBELE
RN B F EEBH RN EMAK
N PR B AR o

&M B 2 B R AR S R E AR B
Y EEAEHES

ERAFETDNEZTRREFELR
BREXNEEFENARREZHK
BRAR - -BFAR HINEMNE
RAZHABESHERERNBRIT
< o
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Details of the Company’s associates at 31st December,

2009 and 31st December, 2008 are as follows:

Name

28

Artchief Industries
Limited (note i)
ERBEARAR (W)

Intelligence Tech (note i)

BB (i)

notes:

Form of business
structure

RBERIA

Incorporated

AL

Incorporated

R AR

Place of
incorporation/
operation

MR/
gy

Hong Kong

i

Hong Kong

R

()  The Company has less than 50% of representation in the

board and thus classified as an associate.

(i) Intelligence Tech was disposed of during the year ended
31st December, 2009.
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RZEBEENF+_A=+—H8 K=
ZENF+_A=+—"BZAXRA

Bt QRFBAT

Nominal value
of issued capital/
registered capital

held indirectly
by the Company

rARBEREE

BRTREA/
dRERZEE
2008

50%

25%

R

Principal activities

IEXRE

Trading in electronic
products

BEETEm

Development and
distribution of
mobile phones

RERDIHEDE:

() ERAERAREFEZARED
R50% * MAMARMBE AT -

(i) REREREZ2-_ZZTNF+=
A=t BLERAEHEE -



Year ended 31st December,
BE+-A=t—BLEE

2005 2006 2007 2008

HK$’000 HK$’000 HK$’000 HK$’000

TET TET TET TET

Revenue Wigs 2,664,254 3,046,805 2,744,597 2,097,593
Cost of sales SH & B R (2,569,618) (2,933,472) (2,838,162) (2,063,001)
Gross profit (loss) EF (8) 94636 113,333 (93,565) 34,592
Other income H A KA 13,485 17,904 17,791 11,262
Selling and distribution costs SHE Ko K AR (31,138)  (36,716)  (50,623)  (28,092)
Administrative expenses THEA
- share-based payment expenses — ARt A BT - - (14,816) =
%tz &R
- other administrative expenses —HMITHER (27,710)  (24,122)  (31,490)  (29,090)
Loss on disposal of subsidiaries HEMB A A - - - -
Allowance for trade and FEWE S RF K
other receivables H i W AR R B (7,029) (5,380)  (46,379)  (47,364)
Impairment loss recognised in respect &L A fif H & & E
of available-for-sale investment WRZBEEE - - - (632)
Impairment loss recognised in respect it 7 2 HE 52
of goodwill BEEE - - - (5,105)
Impairment loss recognised in respect  FLEE & A Al HE 2
of interests in associates WRZBEEE - - (18,193) (5,725)
Fair value gain on an investment —IHREYEZ
property NEEWE 200 60 2,240 =
Fair value gain on an embedded AR IEARENT A
non-option derivative TEAZ2RAFEKZ = = = 5,538
Fair value loss on convertible ARBREREE
loan notes NEEEE - - = =
Gain on disposal of an associate HE—REEE QT - - - 104
&
Reversal of impairment loss of trade FEWKE ZERFI R
and other receivables HappEUBR SR 2 - - - =
VEREY aEi=Ec 4E]
Share of results of associates DG E R R 2 EE - - (2,125) (4,036)
Finance costs BhE B AR (22,100)  (27,535)  (26,350)  (11,837)
Profit (loss) before taxation BRELADR A (E518) 20,344 37,544 (263,510)  (75,385)
Income tax expense FriS®i Xz (4,137) (6,205) (3,337) (3,459)
Profit (loss) for the year FERM (&) 16,207 31,339 (266,847)  (78,844)
Attributable to: FE1E -
Owners of the Company RRRBER A 11,380 31,339 (266,679)  (78,719)
Minority interests LB RES 4,827 - (168) (125)

16,207 31,339  (266,847) (78,844)
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At 31st December,
R+=ZA=+—8
2005 2006 2007 2008
HK$'000  HK$000  HK$'000  HK$'000
FHT FHT FHT FHT

Total assets BB E 682,513 1,183,024 520,982 385,332
Total liabilities BEE (328,599)  (786,856)  (260,843)  (190,552)
353,914 396,168 260,139 194,780
Equity attributable to owners RABEB A
of the Company el = 353,156 395410 255,083 189,498
Share option reserve of a subsidiary —RBRAIZ 758 758 = =
FERRRE B
Minority interests DER RS = - 5,076 5,282

363,914 396,168 260,139 194,780
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