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CHIEF EXECUTIVE OFFICER’S STATEMENT
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To Shareholders:

On behalf of the Board of Directors (the “Board”), | hereby
present the results of China Energy Development Holdings
Limited (the "Company”) and its subsidiaries (collectively the
"Group”) for the year ended 31 December 2010.

The Chinese restaurant business continued to face the
challenging economic environment that the inflation raised
has resulted in the high price of raw material and the wages
in Hong Kong. For the year under review, the Group recorded
profit from the disposal of the Chinese restaurant amount of
approximately HK$9.9 million.

On 3 January 2011, all the Conditions of the proposed
acquisition of the entire issued share capital (the “Acquisition”)
of Totalbuild Investments Group (Hong Kong) Limited (previously
known as “Zhong Guo Nian Dai Energy Investment (Hong Kong)
Limited”) (the “Target Company”) have been fulfilled and the
Completion of the First Designated Area has taken place on 3
January 2011.

On 28 January 2010, the Company entered into a placing
agreement with Kingston Securities Limited (the “Placing
Agent”), pursuant to which the Company has conditionally
agreed to place, through the Placing Agent on a best-effort
basis, 725,000,000 new shares of the Company (the “Placing
Shares”) to not fewer than six placees at a placing price of
HK$0.45 per Placing Shares (the “Placing”). The Placing had
been successfully completed and the Placing Shares were issued
on 22 February 2010. The net proceeds from the Placing, which
are in the amount of approximately HK$317.9 million, had been
used for financing the Acquisition.

PROSPECTS AND STRATEGY

Following the completion of the Acquisition, the management
believes that the Acquisition will help making the stronger
company and creating value for our Shareholders.
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APPRECIATION

Looking forward, we will continue our proven strategy of
fostering opportunity for sustainable growth with the aim
of enhancing return for our Shareholder. Finally, on behalf
of the Board, | would like to take this opportunity to express
my sincere gratitude to a team of devoted staff for their
outstanding service and to our Shareholders for your continued
support.

Zhao Guogqiang
Chief Executive Officer

Hong Kong, 25 March 2011
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MANAGEMENT DISCUSSION AND ANALYSIS
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OPERATING RESULTS

For the year ended 31 December 2010, the Group recorded a
turnover of the Chinese restaurants business of approximately
HK$85,376,000, representing a decrease of 47.2% as compared
to HK$161,840,000 in 2009. The significant drop in turnover
was mainly due to the Group disposed certain Chinese
restaurants in July 2009 and September 2010.

The loss for the year attributable to the owners of the Company
amounted to approximately HK$50,987,000 comparing
to the loss of approximately HK$11,950,000 in 2009. The
substantial increase in loss was mainly attributable to the fair
value loss of financial assets held for trading of approximately
HK$21,100,000 (2009: HK$144,000) and recognition of
the professional fee for the Acquisition of approximately
HK$20,900,000 (2009: Nil). Loss per share attributable to the
owners of the Company was 1.20 HK cents (2009: 0.37 HK
cents).

BUSINESS REVIEW

During the year, the Group continued to face the challenging
market environment. Due to the disposal of a subsidiary,
the turnover of the Chinese restaurant business recorded a
significant decrease comparing to the last year.

On 23 July 2010, the Group entered into the Disposal
Agreement with Speedy Fortune Limited (the “Purchaser”),
whereby the Purchaser agreed to purchase the Sale Shares
and Sale Loan of Metropolis Harbour View Chinese Cuisine
Limited (the “Disposal”) for an aggregate consideration
of HK$4,410,105. The transaction was duly completed in
September 2010. Details of information were set out in the
circular of the Company dated 13 August 2010 and the
Company’s announcements dated 23 July 2010 and 26 July
2010.
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Following the Disposal, the Group will continue to operate one
Chinese restaurant and the Group has no intention to cease
the operation of this Chinese restaurant after the Disposal.
Accordingly, the Company will continue to have a sufficient
level of operations following the Disposal to maintain its listing
status.

FINANCIAL REVIEW

Liquidity, Financial Resources and Capital Structure

As at 31 December 2010, the Group had cash and cash
equivalents of approximately HK$4,674,000 (2009:
HK$11,476,000) and no outstanding interest-bearing
borrowings (2009: Nil).

As at 31 December 2010, the Group’'s current ratio (current
assets to current liabilities) was approximately 2.9 (2009: 4.6)
and the ratio of total liabilities to total assets was 5.4% (2009:
7.6%).

On 28 January 2010, the Company entered into a placing
agreement with Kingston Securities Limited (the "Placing
Agent”), pursuant to which the Placing Agent procured, on
a best-effort basis, the placing of 725,000,000 new shares at
HK$0.45 per placing share. The placing of new shares was
completed on 22 February 2010. The net proceeds from the
placing of new shares amounted to approximately HK$317.9
million. Details of information were set out in the Company’s
announcements dated on 28 January 2010 and 22 February
2010.

On 3 December 2010, the Board proposed to increase the
authorized share capital of the Company from HK$500,000,000
divided into 10,000,000,000 Shares to HK$1,250,000,000
divided into 25,000,000,000 Shares of HK$0.05 each by the
creation of additional 15,000,000,000 Shares (the “Capital
Increase”). The Capital Increase was passed by the Shareholders
at the extraordinary general meeting on 20 December 2010.
Details of information were set out in the Company’s circular
and announcement dated on 3 December 2010 and 20
December 2010 respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Charges of Assets

None of the assets of the Group were pledged as security for
any banking facilities and borrowings as at 31 December 2010
and 2009.

Exchange Exposure

It is the Group's policy for its operating entities to operate in
their corresponding local currencies to minimize currency risks.
The Group had an insignificant exchange risk exposure under
review since the principal business was conducted and recorded
in Hong Kong dollars during the year.

Capital Commitments

The Group had no material capital commitments as at 31
December 2010 and 2009.

Contingent Liabilities

The Group had no material contingent liabilities as at 31
December 2010 and 2009.

Employee Information
As at 31 December 2010, the Group had a total workforce of
127 (2009: 188). The Group remunerates its employees based

on their work performance, working experiences, professional
qualifications and the prevailing market practice.
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Very Substantial Acquisition

On 22 January 2009, the Company entered into the conditional
sale and purchase agreement with the Totalbuild Investments
Holdings Group Limited (the “Vendor”), Mr. Wang Guoju (the
“Mr Wang") (as a guarantor for the Vendor) and China Era
Energy Power Investment (Hong Kong) Limited (the “China
Era Energy (Hong Kong)") (as a guarantor for the Vendor) in
respect of the acquisition of: (i) the entire issued share capital of
Totalbuild Investments Group (Hong Kong) Limited (the “Target
Company”), Target Company indirectly holds the entire issued
share capital of China Era Energy (Hong Kong), for an aggregate
consideration of not less than HK$2 billion and not more than
HK$10 billion (subject to the economic evaluation of the Target
Group’s then net entitlement interest in the Site); and (ii) the
Sale Loan, representing all amounts (whether principal, interest)
which any member of the Target Group owes to the Vendor as
at the Completion Date on a dollar-for-dollar basis.

On 3 January 2011, all the Conditions have been fulfilled and
Completion of the First Designated Area has taken place. As a
result of completion of the sale and purchase of the Sale Share
and Completion of the First Designated Area, the Tranche |
Consideration in the sum of HK$2,558,000,000 has been paid
by the Company issuing the Tranche | Convertible Bond to the
Vendor including the shortfall amount of HK$1,279,000,000
which has been deposited with an escrow agent pursuant to
the Agreement. The Sale Loan Consideration payable by the
Company in the sum of HK$906,299,464 has been satisfied by
deducting the Deposit in the sum of HK$804,000,000 with the
balance of HK$102,299,464 having been satisfied in cash.

Details of information were set out in the Company’s circular
and the announcement dated on 3 December 2010 and 3
January 2011 respectively.
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Disposal of a Subsidiary

On 23 July 2010, the Group entered into the Disposal
Agreement with the Purchaser, whereby the Purchaser agreed
to purchase the Sale Shares and the Sale Loan of the Disposed
Company for an aggregate consideration of HK$4,410,105.
The Disposal was completed in September 2010. Details of
information were set out in the Company’s announcement and
circular dated on 23 July 2010 and 13 August 2010 respectively.

PROSPECTS
Chinese Restaurant Business

It is expected that the Chinese restaurant business will continue
to face challenging business environment, the Group will take
a very cautious approach to manage its Chinese restaurant
operation and implement a tighter costs control in the near
future.

Natural Resource Industries

The Group has diversified its business into natural resources and
have been seeking investment opportunities from time to time
to broader the Group’s sources of income.

On 22 January 2009, the Company entered into the conditional
sale and purchase agreement with Totalbulid Investments
Holdings Group Limited (the “Vendor”), Mr. Wang Guoju
(“Mr. Wang”) and China Era Energy Power Investment (Hong
Kong) Limited (the “China Era Energy (Hong Kong)“) in
respect of the acquisition of: (i) the entire issued share capital
of Totalbuild Investments Group (Hong Kong) Limited (the
“Target Company”) which indirectly holds the entire issued
share capital of China Era Energy (Hong Kong), for an aggregate
consideration of not less than HK$2 billion and not more than
HK$10 billion (subject to valuation); and (ii) the Sale Loan,
representing all amounts (whether principal, interest) which
any member of the Target Group owes to the Vendor as at the
Completion Date on a dollar-for-dollar basis.
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Target Company is principally engaged in investment holding.
China Era Energy (Hong Kong) has entered into the Petroleum
Contract with China National Petroleum Corporation (the
"CNPC") on 22 December 2008, where the Petroleum Contract
was approved by the Ministry of Commerce of the People’s
Republic of China (the "PRC”) on 24 April 2009 and was
implemented on 1 June 2009. China Era Energy (Hong Kong)
and CNPC agree to cooperate and shall have the right in
drilling, exploration, exploitation, development and production
of oil and/or natural gas that may exist within the area of site
located at North Kashi Block, Tarim Basin, the PRC (the “Site"”).
The term of the Petroleum Contract is for a term of 30 years
commencing from the date when the Petroleum Contract
becomes effective. Under the Petroleum Contract, China Era
Energy (Hong Kong) shall provide funds, apply its appropriate
and advanced technology and management expertise and assign
its competent experts to perform exploration, development and
production of natural gas and/or oil within the area of the Site.

In view of the prospect relating to natural resources, the Group
believes that the Acquisition will be a successful strategy
for the Company’s business and is an attractive investment
opportunity for the Group. The Board is of the view that, upon
the completion of the Acquisition, the income stream of the
Company will be broadened.
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BIOGRAPHICAL DETAILS OF DIRECTORS

2

EXECUTIVE DIRECTORS

Mr. Zhao Guogqiang, aged 53, joined the Company as an
executive director in December 2009 and elected as the chief
executive officer on 29 December 2009. He graduated from
his study for Physics at Qufu Normal University. He has near
30 years of working experience in exploration and exploitation
of Petroleum industry. He acted as senior engineer in Sinopec
Shengli Oilfield Company (the “Shengli Oilfield”) and awarded
the Top-notch talent from China Petroleum & Chemical
Corporation and Shengli Oilfield. He was an executive director
of Energy International Investments Holdings Limited (stock
code: 353) from 23 December 2009 to 9 November 2010.

Mr. Chan Shi Yung, aged 63, joined the Company as an
executive director in July 2005. He was educated in Scotland,
United Kingdom. He has over 30 years of commercial
experiences in Vietnam, Hong Kong and PRC and of which
10 years of extensive experience in management of casino,
entertainment centre and is an expertise in restaurant operation.

Mr. Chui Kwong Kau, aged 44, joined the Group in February
2004 and promoted to executive director and chief financial
officer in October 2005. He has over 15 years' experiences
in accounting and auditing fields including over 10 years'
accounting and auditing experience in other public listed
companies prior to joining the Group in February 2004. Mr.
Chui is also an executive director of ZMAY Holdings Limited
(stock code: 8085) and an independent non-executive director
of Aurum Pacific (China) Group Limited (stock code: 8148) both
of which are listed on the Growth Enterprise Market of the
Stock Exchange.
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Mr. Liu Baohe, aged 64, joined the Company as an executive
director in October 2009. He has been a Professor grade Senior
Engineer in the Petroleum Industry for nearly 40 years. He
graduated from his studies for Exploration and Exploitation of
Petroleum Field at the Beijing Petroleum Institute (renamed as
China University of Petroleum) in 1970. After that, he acted
as Senior Engineer, Supervisor of Geological Research Center
and President at the Shengli Petroleum Administrative Bureau
of CNPC until 1993. In 1994, Mr. Liu was appointed as Deputy
President of the Exploration and Exploitation Department of
CNPC, and was promoted as President from 1996 to 1999.
From January 2000 to August 2001, Mr. Liu acted as Deputy
General Manager of the Exploration and Exploitation Division
of CNPC. From September 2001 to November 2005, he
acted as Deputy Chief Executive Officer of CNPC and took
charge of Petroleum and Gas Exploration and Exploitation
operations. Afterwards, Mr. Liu acted as Deputy President of
the Biomass Energy Team of CNPC, supervising the new energy
development, while he presided as the Chief Executive Officer
of China Petroleum Exploration Development Company Limited,
supervising the International Exploration and Exploitation and
Natural Gas Pipelines Operation, till his retirement in late 2008.

Mr. Zhang Zhenming, aged 64, joined the Company as an
executive director in June 2010. He has led as the President
of the Energy Commission of the National Development and
Reform Commission in PRC since 2006. Mr. Zhang also had
led as the Deputy Chairman of China National Petroleum
Corporation Research Institute of Economics and Technology
and had conducted energy research for more than ten years.
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Mr. Huang Changbi, aged 54, joined the Company as an
executive director in June 2010. He graduated from China
University of Petroleum and held bachelor degree in resources
prospecting and is a senior engineer. He also graduated from
Shengli Oilfield Staff University specializing in Petroleum
Geology and Shandong Radio & Television University with major
in English language. From 1983 to 2009, he had engaged
in oilfield development dynamic, comprehensive research,
preparation of various development proposals and development
technology management in the Geological Survey of Shengli Qil
Production Plant and Dongxin Oil Production Plant of Shengli
Qilfield. During this period, he had been the Executive General
Manager and member of Party Committee of Second Mines and
First Mines in Dongxin Oil Production Plant of Shengli Oilfield,
Instructor and Deputy Director of Shengli Qilfield Dongxin
Geological Survey Institute; and was recognized as a Senior
Engineer and expert in plant oil and gas development.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Fu Wing Kwok, Ewing, aged 42, joined the Company
as an independent non-executive director in July 2010. He
holds a bachelor degree in science with major in accounting
of Bemidji State University, USA and is a member of both
American Institute of Certified Public Accountants and Hong
Kong Institute of Certified Public Accountants. He has over
15 years of experience in auditing and accounting field. Mr.
Fu is an independent non-executive director of China Golden
Development Holdings Limited (stock code: 162) which is listed
on the Main Board of Stock Exchange respectively. Mr. Fu was
a non-executive director of Grandtop International Holdings
Limited (stock code: 2309, currently known as Birmingham
International Holdings Limited) from 28 September 2004 to 3
September 2007.

Mr. Yin Guohui, aged 29, joined the Company as an
independent non-executive director in December 2009. He
graduated from his study for English at Hebei Polytechnic
University. After that, he joined EIULFRBEERBERA
7] and engaged in foreign trade, foreign media publicity and
promotion, secretarial work of president etc. He acted as
secretarial duty in China’s onshore oil development foreign
cooperation projects.
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Ms. Zhang Wei, aged 27, joined the Company as an
independent non-executive director in December 2009. She
graduated from School of Information Science & Technology,
Beijing Institute of Technology in 2005 and got a Bachelor of
Information Science & Technology degree in Automatic Control.
In 2009, she also held a Certificate of Accounting Professional
issued by Ministry of Finance PRC. From 2005, Ms. Zhang acted
as Assistant General Manager in Beijing Sculpting in Time Café
Co., Ltd, Manager in Import and Export Department of College
of Modern Science & Technology, China Jiliang University and
Premier Customer Relationship Officer in HSBC China Corporate
Limited (the "HSBC China”), Beijing Branch. At her tenure
of HSBC China, she was mainly responsible for relationship
management and improvement; therefore she got extensive
experiences in financial services for banks and customer
relationship prospects planning and implementation of banking
financial services.
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OVERVIEW

The Company is committed to maintain good corporate
governance standard and procedures. The Board recognizes the
importance of and benefit from good corporate governance
practices. We believe that improvement in corporate governance
not only assists the Company in effective supervision and
control on its business operation, but also attracts investment
from international institutional investors, thereby creating and
enhancing shareholder value.

The Company’s has complied with the Code on Corporate
Governance Practices (the "CG Code"”) contained in Appendix
14 of the Listing Rules, except for Code Provision A.2.1 of the
CG Code which states that the roles of chairman and chief
executive officer (the "CEO") should be separate and should
not be performed by the same individual and the division
of responsibilities between the chairman and CEO should
clearly established and set out in writing. Since the position
of chairman is vacated, the Board is currently identifying the
suitable candidate to fill the vacancy and will ensure that the
chairman will be appointed as soon as possible. Pursuant to
the Code Provision E.1.2 of the CG Code, the chairman of the
Board should attend the annual general meeting (the “AGM").
However, the chairman is vacated. Mr. Zhao Guogiang as the
CEO will attend the AGM and will be available to answer
guestions at the AGM. The Company carries out periodically
reviews its corporate governance practice to ensure that these
continue to meet the requirement of CG Code.

16

e

ARBBN@FRFZEEERKEREF-&E
EeMRRHERERTHZEEZE LK
ARHEGERSEEEETEEDAARENMEE
RIEGIEEFBEE TA RS BREERES
RBRREEEREE

ARB—BEET EMRAME T OAELCEER
ST (TREFR) ERESTRIZ ST RIEICA2.1
ERER SN - 2R ORE X E RAT AR ([1THA
Bl)zABRROMETEHRE—AEE ARk
THEETREH CBERASEBZRERE - R
TRBUBE EFSHIVERENEEEE
R W REREIEERESEE-RELETA
ZSTRMEXEN 2 EEE X RBHERRBSF
Rg (IRRBAFAE]) AWM TERLA &
ZE o Bl EERITRARE e HFRREF
REWRBIRBFRE EEERR - RNAFEH
BHLXBEARTRIETR  BEARBTRIR
BRHALETUNZIMRE-



ANNUAL REPORT 2010 £

CORPORATE GOVERNANCE REPORT

R FRWAA

1.

Corporate Governance Practice

a)

With respect to the compliance with paragraph A
of the CG Code, the Company has carried out the
following corporate governance practices:

The Company has held 15 Board meetings in the
year of 2010. Directors have been consulted to
advice the agenda of the Board meeting. Sufficient
notice of the Board meeting has been given to
the directors. Minutes of the Board and the Board
Committees are recorded in sufficient details and
kept by the company secretary for inspection at
any reasonable time on reasonable notice by any
director. Directors were supplied with adequate and
relevant information in a timely manner to enable
them forming decision in the relevant meetings.
The composition of the Board is shown on page
20 of this report. At every AGM, one-third of the
directors for the time being or, if their number is not
a multiple of three, then the number nearest to but
not exceeding one-third shall retire from office. A
director appointed by the Board fill a casual vacancy
or as an addition shall hold office until the next
general meeting or the next AGM. Every director is
aware that he/she should give sufficient time and
attention to the affairs of the Company. Details
of the directors attendance in different meetings
are set out on page 21. Agreed procedures are in
place providing to the member of the Board and/
or committee to seek independent professional
advice at the Company’s expenses to assist them to
discharge their duties.

For other details of the responsibilities of directors,
please refer to the section “Board of directors”.

With respect to the compliance with paragraph B
of the CG Code, the Company has established a
remuneration committee with specific written terms
of reference, details of which are set out in page 24
of this Annual Report.
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With respect to the compliance with paragraph C
of the CG Code, the Company has carried out the
following corporate governance practices:

Management has provided sufficient explanation and
information to the Board as will enable the Board
to make an informed assessment of financial and
other information put before the Board for approval.
The Company has announced the result of 2010
on 25 March 2011. A statement by the auditor
about its reporting responsibilities is included in the
Independent Auditor’s Report on page 37 of this
Annual Report. The details of the internal controls of
the Company and the audit committee are set out
under the section “Internal Control and Internal
Audit” below.

Internal Control and Internal Audit

The Board acknowledges its responsibility in
maintaining sound and effective internal control
system for the Group to safeguard investments
of the Shareholders and assets of the Company
at all times. The system of internal controls aims
to help achieving the Group’s business objectives,
safeguarding assets and maintaining proper
accounting records for provision of reliable financial
information. However, the design of the system is
to provide reasonable, but not absolute, assurance
against material misstatement in the financial
statements or loss of assets and to manage rather
than eliminate risks of failure when business
objectives are being sought. Management has
conducted regular reviews during the year on the
effectiveness of the internal control system covering
all material controls in area of financial, operational
and compliance controls, various functions for risks
management as well as physical and information
systems security. The chief finance officer (the
“CFO") has reported to the audit committee from
time to time during the year, in conjunction with
key findings identified by the external auditors,
findings and actions or measures taken in addressing
those internal controls. The audit committee in turn
reports any material issues to the Board. The Board,
through the audit committee, also sets targets
for and reviews plan and progress on continuous
improvement work of the Company’s internal
control system with the CFO on a periodic basis.
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d)  With respect to the compliance with paragraph D
of the CG Code, the Company has carried out the
following corporate governance practices:

When the Board delegates aspects of its
management and administration functions to
management, it has given clear directions as to
the powers of management, in particular, with
respect to the circumstance where management
shall report back and obtain prior approval from
the Board before making decisions or entering into
any commitments on behalf of the Company. The
Company has set up two committees, for details
please refer to the relevant sections below.

e)  With respect to the compliance with paragraph E
of the CG Code, the Chairman of the Company
and the Chairman of the audit committee and the
Chairman of the remuneration committee attend
in the AGM to answer questions raised up in the
meeting. However, the Chairman is vacated. Mr.
Zhao Guogiang as the CEO will attend the AGM
and will be available to answer questions at the
AGM. The procedures for demanding a poll by the
Shareholders were incorporated in every circular
issued during the financial year ended 31 December
2010.

On review the CG Code, the Company has complied
with all the Code Provisions as set out in Appendix 14 of
the Listing Rules throughout the financial year ended 31
December 2010, except with deviation from the Code
Provision A4.1 details of which are explained below.

f) Pursuant to A4.1 of the CG Code, those non-
executive directors should be appointed for a specific
term, subject to re-election while all directors should
be subject to retirement by rotation at least once
every three years.
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For the year under review, all non-executive
directors, including independent non-executive
directors, of the Company have not been appointed
for a specific term but they are subject to retirement
by rotation and shall be eligible for re-election at
AGM of the Company in line with the Company’s
Articles of Association. As such, the Company
considers that sufficient measures have been taken
to ensure that the Company’s corporate governance
practices are no less exacting than those in the CG
Code.

Directors’ Securities Transaction

The Company has adopted the full set of Model Code
set out in Appendix 10 of the Listing Rules as the code
of the conduct for securities transactions by directors
(the “Model Code”). The prohibitions on securities
dealing and disclosure requirements in the Model Code
apply to specified individuals including the Group’s
senior management and also persons who are privy to
price sensitive information of the Group. Having made
specific enquiry of all directors, the Board confirms that all
directors of the Company have complied with the Model
Code regarding directors’ securities transactions during
the year and up to the date of publication of this Annual
Report.

Board of Directors

(@) Up to the date of this Annual Report, the Board
comprises a total of nine members including six
executive directors and three independent non-
executive directors. Members of the Board have
different professional and relevant industry
experiences and background so as to bring
in valuable contributions and advices for the
development of the Group’s business. One-third of
the Board is independent non-executive directors
and one of them is a qualified accountant.
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The Company has received written annual
confirmation from each independent non-executive
director of their independence to the Group. The
Group considered that all independent non-executive
directors meets the independence guidelines set out
in Rule 3.13 of the Listing Rules and are independent
in accordance with the terms of the guidelines.
The names of the directors and their respective
biographies are set out on pages 12 to 15 of this
Annual Report.

The Board meets periodically with the management
to discuss the Group’s strategies development
and to review the business operation. The Board
also monitors and controls financial performance
in pursuit of the Group's strategic objectives. The
names of the directors during the financial year and

their individual attendance of are set out below:

ARG BEESBIIFNITEERK
E7BLMEMRANEEEL 2 ER
EAXEERBEBELIENTES
FEEmRBIEIMEZBIIES
BRIEZESIGEE SRR I Ao
EFUEARBESTACREHNAF
WRE12215H

EXerTHMRTEEEE JwmA%
Bz REERMBIEFEF-EF
SR R AR B = BURE
BERZHMBRR - AVBRFRZE
SHAREMEN R FERET:

Attendance/Numbers of
Meetings entitle to attend

HERY FRLE2EEYE
Audit  Remuneration
Name Board Committee Committee
i Ezxg ERZEEE HMzse
Executive Directors: HiTEE:
Mr. Zhao Guogiang BB K (7T AEE) 14/15 N/AT 3 N/AT i
(Chief Executive Officer)
Mr. Chan Shi Yung BRiGA % 14/15 N/AT i A N/AT R
Mr. Chui Kwong Kau EXRLE 14/15 N/A i A N/ATE
Mr. Liu Baohe BEMEE 6/15 N/AT 8 R N/AT &
Mr. Zhang Zhenming RERALE (R-F-FF 10/11 NATEF NATER
(appointed on 9 June 2010) NANAEZE)
Mr. Huang Changbi BEEEEE(RZFE-F# 10/11 N/AT i N/AT i
(appointed on 9 June 2010) NANAEZF)
Mr. Wang Ligang UL (R=F—FF 4/5 N/ATE R N/ATE R
(resigned on 9 June 2010) NAABEE)
Ms. Zheng Ke Wen BRYXZLT (R=F—FF 2/5 N/AT 3 N/AT i
(resigned on 9 June 2010) NANBFE)
Independent Non-executive Directors: BV #EHTEE:
Mr. Fu Wing Kwok, Ewing BRELE (R-F-FF 6/6 17 N/AT i
(appointed on 30 July 2010) tH=+REZE)
Mr. Yin Guohui REE L4 5/15 12 0/1
Ms. Zhang Wei RERL 5/15 112 1/1
Mr. Wong Tik Tung IRREE(RZFE—F 119 11 171
(resigned on 30 July 2010) +tA=TFHEF)
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The Board overseas the Group's strategic
development, and determine the objectives,
strategies and policies of the Group.

The major issues which were brought before the
Board for their decisions during the year include:

i. Proposals related to potential acquisition,
investments, or any significant capital
expenditures; and

i. Formulation of operational strategies and
review of its financial performance and results
and the internal control system.

The Board has the overall responsibility to ensure
that the Company maintains sound and effective
internal controls to safeguard the shareholders’
investments and the Company’s assets.

Two Board committees, namely, the audit committee
and the remuneration committee, have been
established to oversee particular aspect of the
Group'’s affairs.

The Board also has delegated the day-to-day
management and operations of the Group's
businesses to management of the Company and
its subsidiaries. Major corporate matters that
are specifically delegated by the Board to the
management include the preparation of financial
statements for Board approval before publishing,
execution of business strategies and initiatives
adopted by the Board, implementation of adequate
systems of internal controls and risk management
procedures, and compliance with relevant statutory
requirements and rules and regulations.
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4. Chairman and CEO

(@) Up to the date of this Annual Report, the positions
of the Chairman of the Board is vacated. Mr. Zhao
Guogiang was elected as the CEO on 29 December
20009.

(b) The Chairman provides leadership and is
responsible for the effective functioning of
the Board in accordance with good corporate
governance practice. With the support of the senior
management, the Chairman is also responsible
for ensuring that the directors receive adequate,
complete and reliable information in a timely manner
and appropriate briefing on issues arising at Board
meeting.

() The CEO focuses on implementing objectives,
policies and strategies approved and delegated by
the Board. He is in charge of the Company's day-
to-day management and operations. He is also
responsible for assisting the Chairman of the Board
in developing strategic plans and formulating
the company practices and procedures, business
objectives, and risk assessment for the Board's
approval.

5. Non-executive Directors

All non-executive directors, including independent
non-executive directors, of the Company, have not
been appointed for a specific term, but are subject to
retirement by rotation and eligible for re-election in the
AGM in accordance with the articles of association of the
Company.
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Remuneration of Directors

(a)

The Company has established a remuneration
committee since 23 September 2005 with written
terms of reference as disclosed on the Company’s
websites. The primary duties of the remuneration
committee include the following:—

i. To make recommendation to the Board
on the Company’s policy and structure for
all remuneration of directors and senior
management and on the establishment
of a formal and transparent procedure for
developing policy on such remuneration;

i. To have the delegated responsibility to
determine the specific remuneration
packages of all executive directors and senior
management, according to the major scope,
responsibilities and duties, importance of
position of the directors and the senior
management as well as the remuneration
level of the related position in the market,
including benefit in kind, pension rights
and compensation payments which include
compensation payable for loss or termination
of their office or appointment and make
recommendations to the Board of the
remuneration of non-executive directors;

iii. To review and approve performance-based
remuneration by reference to corporate goals
and objectives resolved by the Board from time
or time;
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iv. . To review and approve the compensation
payable to executive directors and senior
management in connection with any loss or
termination of their office or appointment to
ensure that such compensation is determined
in accordance with relevant contractual terms
and that such compensation is otherwise fair
and not excessive for the Company;

v.  To ensure that no director or any of his
associates shall be involved in any decisions as
to their own remuneration; and

vi. To advise Shareholders on how to vote with
respect to any service contracts of directors
that require Shareholders’ approval under the
Listing Rules.

Up to the date of this Annual Report, the members
of remuneration committee comprised Mr. Fu
Wing Kwok, Ewing who act as Chairman of the
remuneration committee, Mr. Yin Guohui and
Ms. Zhang Wei, all of them are independent non-
executive directors of the Company.

The number of remuneration committee meeting
held during the year and record of individual
attendance of members, on a named basis, at
meetings held during was set out in section headed
“Corporate Governance Report”.

The emolument policy of the employees of the
Group was set up by the remuneration committee
on the basis of their merit, qualification and
competence.

The emolument of the directors of the Company are
determined by the remuneration committee, having
regard to the Group’s operating results, individual
performance and comparable market statistics.

The Group’s share option scheme as described on
page 34 of this Annual Report is adopted as the
Group's long-term incentive scheme.
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Nomination of Directors

The Company does not have a nomination committee,
and the power to nominate or appoint additional
directors is vested in the Board according to the articles
of association of the Company, in addition to the power
of the Shareholders to nominate any person to become a
director of the Company in accordance with the articles
of association of the Company and the Law of Cayman
Islands.

The Board from time to time considers replenishing
the composition of the Board whenever the Company
requires to meet the business demand, opportunities and
challenges and to comply with the laws and regulations.
The nomination procedures basically follow the articles of
association which empowers the Board from time to time
and at any time to appoint any person as a director either
to fill a casual vacancy or as an addition to the Board. The
directors will select and evaluate the balance the skills,
qualification, knowledge and experience of the candidate
to the directorship as may be required by the Company
from time to time by such means as the Company may
deems fit. The directors shall consider the candidate
from a wide range of backgrounds, on his/her merits and
against objective criteria set out by the Board and taking
into consideration his/her time devoted to the position.

Auditors’ remuneration

For the financial year, BDO Limited, the auditor of the
Company, received approximately HK$580,000 in respect
of audit service and HK$386,000 in respect of non-audit
service provided to the Group. The non-audit service
represented (i) tax service; (ii) providing a comfort letter
on sufficiency of working capital for major disposal of
subsidiary and (iii) preparing the unaudited pro form
financial information for acquisition of subsidiaries. The
auditors’ remuneration has been duly approved by the
audit committee and there was no disagreement between
the Board and the audit committee on the selection and
appointment of auditor.
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9. Audit Committee

(a)

The audit committee of the Company was
established since 30 January 2002 comprises three
independent non-executive directors, namely Mr.
Fu Wing Kwok, Ewing (Chairman of the audit
committee), Mr. Yin Guohui and Ms. Zhang Wei. Mr.
Fu Wing Kwok, Ewing is certified public accountants
for many years. In the opinion of the Board, the
members of the audit committee have sufficient
financial management expertise to discharge their
duties.

The number of audit committee meetings held
during the year and record of individual attendance
of members, on a named basis, at meetings
held was set out in section headed “Corporate
Governance Report”.

The audit committee is delegated by the Board to
assess matters related to the financial statements
of accounts and to provide recommendations and
advices, including but not limited to the followings:-

i. to consider the appointment of the external
auditors, the audit fees, and any questions of
their resignation of dismissal;

ii. to discuss with the external auditors before the
audit commences, the nature and scope of the
audit, and to ensure co-ordination between
the auditors where more than one audit firm
are involved;

iii.  toreview, in draft form, the Company’s annual
report and accounts, half-year report and to
provide advice and comment thereon to the
Board;

iv.  to review external auditors’ management letter
and management’s response;
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V. to review the internal audit programme,
ensure co-ordination between the internal
and external auditors, and to ensure that the
internal audit function is adequately resourced
and has appropriate standing within the
Company;

vi. to consider the major findings of internal
investigations and management’s response;

vii.  to review compliance with regulatory and legal
requirements of the Company;

viii. to discuss problems and observations arising
from the interim and final audits, and any
matters the auditors may wish to discuss (in
the absence of the executive Board members
and/or the management of the Company
where necessary);

ix.  to review the Company’s statement on internal
control systems prior to endorsement by the
Board;

X.  to consider any significant or unusual items
that are, or may need to be, reflected in
such reports and accounts and must give due
consideration to any matters that have been
raised by the Company’s qualified accountant
or auditors;

In addition to the above tasks regarding to the
Company'’s financial statement, the audit committee
should also to consider any other matters, as defined
by the Board from time to time; and to conduct
interviews with any director, manager, financial
controller upon their resignation in order to ascertain
the reasons for his departure;

The audit committee acknowledges its responsibility
in maintaining sound and effective internal control
system of the Group to safeguard investments of the
shareholders and assets of the Company at all times.

The Group’s Annual Report for the year ended 31
December 2010 has been reviewed by the audit
committee.

v.  BHRABSBER BERAIND
RZEREM 2 W E - DA AR B8 R B 4%
RN ER  AEART
NEBEE A

vii. ZEARAEZEIRHBANEHE
&2 e :

vi. BREARRZERPERERZ
FLASEEDIE

viil.  SwP MR ERRBES ZHE
REFZ AR ZBEE BN R
ERNEFE(BEEFERTHERS
HARREREHABE)

ix. HEFSMBZAFHARAZA
ERESIRBIE B

x. EBERNAEEREBEHRE RE
EARMZEMERKTFTEIR
B WHAEREZEERARREE
BERRI S ZEA R L 2 F R E
T

RERBBEARAMBERRZER
I BRRBENAEBREFTENHE
REZEMEE: REEMES K2
R AR B B R B T RE AR
Y TREERECREA

ERREQNTEBE IERAKE
TZBRZ AREEHIE  2ERE
BRZEERRNRRBE-

AEEHE-B-BFET-A=T—
AEFEFREAEREALE
o



ANNUAL REPORT 2010 4 ¥

CORPORATE GOVERNANCE REPORT

R FRWAA

10.

Shareholder Rights and Investor Relations

The rights of Shareholders and the procedures for
demanding a poll on resolutions at Shareholders’ meetings
are contained in the Company’s articles of association.
Details of such rights to demand a poll and the poll
procedures are included in all circulars to Shareholders and
will be explained during the proceedings of meetings.

Poll results will be published on the websites of the
Company and the Stock Exchange on the business day
following the Shareholders’ meeting.

The general meetings of the Company provide a forum for
communication between the Shareholders and the Board.
The Chairman of the Board as well as the Chairmen of
the audit committee and of the remuneration committee,
or in their absence, other members of the respective
committees, is available to answer questions at the
Shareholders’ meetings.

Pursuant to Code Provision E.1.2 of the CG Code, the
Chairman of the Board should attend the AGM. However,
the Chairman of the Board is vacated. Mr. Zhao Guogiang
as the CEO will attend the AGM and will be available to
answer questions at the AGM.

Separate resolutions are proposed at Shareholders’
meetings on each substantial issue, including the election
of individual directors.

The Company continues to enhance communications
and relationships with its investors. Designated senior
management maintains regular dialogue with investors
and analysts to keep them abreast of the Company’s
developments. Enquiries from investors are dealt with in
an informative and timely manner.
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By the Order of the Board

Zhao Guoqgiang
Chief Executive Officer and Executive Director

Hong Kong, 25 March 2011
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The directors present herewith the Annual Report and the
audited financial statements of the Group for the year ended 31
December 2010.

PRINCIPAL ACTIVITY

The principal activity of the Company is investment holding.
The principal activities of the Company’s principal subsidiaries
involves the operation Chinese restaurants in Hong Kong,
the details of which are set out in note 6 to the consolidated
financial statement. There were no significant changes in the
nature of the Group's principal activities during the year.

FINANCIAL STATEMENTS AND DIVIDENDS

The results of the Group for the year are set out in the
Consolidated Statement of Comprehensive income on page 39.

The state of the Group’s and the Company’s affairs as at 31
December 2010 are set out in the Consolidated Statement of
Financial Position on page 40 and the Statement of Financial
Position on page 42, respectively.

The directors do not recommend the payment of final dividend
in respect of the year ended 31 December 2010.

FINANCIAL SUMMARY

A summary of the consolidated financial results and
consolidated assets and liabilities of the Group for the past five
financial years is set out on page 104.

PROPERTIES, PLANT AND EQUIPMENT

Movements in property, plant and equipment during the year
are set out in note 15 to the consolidated financial statements.

SUBSIDIARIES

Details of the Company’s subsidiaries as at 31 December 2010
are set out in note 16 to the consolidated financial statements.
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SHARE CAPITAL AND SHARE OPTIONS

Movements in share capital of the Company during the year,
together with reasons thereof, and of the Company's share
options, are set out in note 27 and note 28 to the consolidated
financial statements respectively.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Articles of Association or the Laws of the Cayman
Islands, being the jurisdiction in which the Company was
incorporated, which would oblige the Company to offer new
shares on a pro rata basis to existing shareholders.

RESERVES

Movements in the reserves of the Group and the Company
during the year are set out in the consolidated statement of
changes in equity on pages 43 and note 29 to the consolidated
financial statement respectively.

DISTRIBUTABLE RESERVES

At 31 December 2010, the Company had no reserves available
for distribution, calculated in accordance with the Companies
Law of the Cayman Islands.

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group’s sales and purchases
attributable to the major customers and suppliers respectively
during the financial year is as follows:
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At no time during the year have the directors, their associates
or any shareholder of the Company (which to the knowledge
of the directors own more than 5% of the Company’s share
capital) had any interest in these major customers and suppliers.
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DIRECTORS

The directors who held office during the year and up to the date
of this Annual Report as follows:

Executive Directors

Mr. Zhao Guogiang (Chief Executive Officer)

Mr. Chan Shi Yung

Mr. Chui Kwong Kau

Mr. Liu Baohe

Mr. Zhang Zhenming (appointed on 9 June 2010)
Mr. Huang Changbi (appointed on 9 June 2010)
Mr. Wang Ligang (resigned on 9 June 2010)

Ms. Zheng Ke Wen (resigned on 9 June 2010))

Independent Non-executive Directors

Mr. Fu Wing Kwok, Ewing (appointed on 30 July 2010)
Mr. Yin Guohui

Ms. Zhang Wei

Mr. Wong Tik Tung (resigned on 30 July 2010)

Pursuant to article 86(3) of the Articles of Association, Mr.
Zhang Zhenming and Mr. Huang Changbi, executive directors
and Mr. Fu Wing Kwok, Ewing, independent non-executive
director were appointed by the Board, shall hold office only until
the AGM and shall then be eligible for re-election. Pursuant to
articles 87(1) and 87(2) of the Articles of Association, Mr. Chui
Kwong Kau, executive director, will also retire at the AGM and
be eligible for re-election. Mr. Chui Kwong Kau, Mr. Zhang
Zhenming, Mr. Huang Changbi and Mr. Fu Wing Kwok, Ewing
(together defined as “Retiring Directors”), being eligible, will
offer themselves for re-election at the AGM.

DIRECTOR’S BIOGRAPHIES

Biographical details of the directors of the Company are set out
on pages 12 to 15 of this annual report.
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DIRECTORS' SERVICE CONTRACTS

No Director proposed for re-election at the forthcoming AGM
has a service contract with the Company which was not
determinable by the Company within one year without payment
of compensation other than statutory compensation.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Group
were entered into or existed during the year.

DIRECTORS’ INTERESTS IN CONTRACTS

No other contracts of significance in relation to the Group's
business to which the 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.

DIRECTORS’ INTEREST AND SHORT
POSITION IN SHARES

As at 31 December 2010, none of the Directors and chief
executives and their associates has any interests in the shares,
underlying shares and debentures of the Company or any of its
associated corporation (within the meaning of Part XV of the
SFO) which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 & 8 of Part XV of
the SFO (including interests which they are taken or deemed
to have under section 344 of the SFO), or which are required,
pursuant to section 352 of the SFO, to be entered in the register
referred to therein, or which are required to be notified to the
Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Companies.
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DIRECTORS' RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Apart from the share option scheme disclosures in the section
“SHARE OPTION SCHEME" below, at no time during the
year was the Company or any of its subsidiaries a party to any
arrangement 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.

SHARE OPTION SCHEME

Under the terms of a share option scheme (the “Scheme”)
adopted conditionally by the Company on 28 January 2002
and the amendment on 2 November 2006, the Board of
the Company may, at its discretion, grant options to eligible
participants to subscribe for shares in the Company.

No share option was granted during the year and there was no
outstanding share option as at 31 December 2010 and 2009.

SUBSTANTIAL SHAREHOLDERS' INTEREST
AND SHORT

As at 31 December 2010, none of the substantial shareholders
of the Company has any interest and short positions in the share
capital of the Company that was required to be recorded under
Section 336 of the SFO.

DIRECTORS' INTERESTS IN A COMPETING
BUSINESS AND CONFLICT OF INTERESTS

None of the Directors were interested in any business apart
from the Group’s business which competed or were likely to
compete, either directly or indirectly, with the business of the
Group during the year.
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CONNECTED TRANSACTIONS

In the opinion of the independent non-executive directors, the
ongoing connected transactions were:

1. entered into by the Company in the ordinary and usual
course of its business;

2. conducted either (i) on normal commercial terms (which
expression will be applied by reference to transactions
of a similar nature and to be made by similar entities) or
(ii) where there is no available comparison, on terms that
are fair and reasonable so far as the shareholders of the
Company are concerned; and

3. entered into either (i) in accordance with the terms of
the agreements governing such transactions, or (i) where
there are no such agreements, on terms no less favourable
than those available to or from independent third parties.

As at 31 December 2010 and 2009, there was no connected
transaction to be presented in accordance with the Listing Rules.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES OF THE COMPANY

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

BANK BORROWINGS AND BANKING
FACILITIES

The Group had no outstanding bank borrowings as at 31
December 2010 and 2009.

EVENTS AFTER THE REPORTING PERIOD

Details of the events after the reporting period are set out in
note 36 to the consolidated financial statements.
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SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float
throughout the year ended 31 December 2010.

CORPORATE GOVERNANCE

The Company’s corporate governance principles and practices
are set out in the Corporate Governance Report on page 16 to
29 of this Annual Report.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Listing Rules as its own Code
of Conduct regarding securities transactions by the directors of
the Company. All directors have confirmed following specific
enquiry by the Company that they have complied with the
required standard set out in the Model Code during the year.

AUDIT COMMITTEE

In accordance with the requirements of the Listing Rules,
the Group established an audit committee comprises three
independent non-executive directors of the Company. The
primary duties of the audit committee are to review and supervise
the financial reporting process and internal control system of the
Group. The audit committee has reviewed the annual results of
the Group for the year ended 31 December 2010.

AUDITOR

The consolidated financial statement have been audited by BDO
Limited who will retire and, being eligible, offer themselves for
re-appointment at the forthcoming AGM.

ON BEHALF OF THE BOARD

Zhao Guogiang
Chief Executive Officer and Executive Director

Hong Kong, 25 March 2011

36

i
&r
5
i
i
==
fim

T

“A=+—HIHFE

3B
|

fmt 2

Erai

0

3 |
=

lap —+

<

5 A

34

>
e
)
B

o
R
> I
o N
W B
W
N
) BF
N
X
T
T
o
£l
it
5
B
_m

[EREBHRE]Fo

EEETEZRENERETA

AARDRS LR SRR EHATE
FRTEERSHEET (HEFA)EA
ERYZAAREFRATERR S ZTATA -
FREFEALERETENERE BERF
PO — B ARE SRR 2 B o

BEREES

RELETRURE AEEBCKIA=RALQF
BN TEFENCERLZEG -EREES
ZEIBBEREHMEREARE ZMBREREF
EAREEZEFE BELEZEEERHNAKREERR
—E-EREF A=+ HLEFEZEFEE-

B Bh B

BAMBRACMEELAEERHMERNA
RAREY EBLEREGHMERMERD
AR R R TR AR LR H AR

BRGERE-

AEEZH

i Bl 58
TR RN TTEE

Bt —F-—£=A-THA



ANNUAL REPORT 2010 £}

INDEPENDENT AUDITOR’S REPORT

¥8% . B8l Ak

|IBDO

EEE © +852 2541 5041
{5H : +852 2815 2239

Tel : +852 2541 5041
Fax: +852 2815 2239
www.bdo.com.hk

25t Floor Wing On Centre
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TO THE SHAREHOLDERS OF CHINA ENERGY DEVELOPMENT
HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of China
Energy Development Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) set out on pages 39 to 103,
which comprise the consolidated and company statements of
financial position as at 31 December 2010, and the consolidated
statement of comprehensive income, the consolidated and
company statement of changes in equity, and the consolidated
statement of cash flows for the year then ended and a summary
of significant accounting policies, and other explanatory
information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR'S RESPONSIBILITY

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

BHEERAZXZERERATZEERR
(RASHEZMELZBRLA)

AZHBEE B TNFEI9EEF103E T EEEIR
FEERERLAR (ERR]) REKBATF (54
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BERAEFARERBETEGIMAERMHZE
BUMBHRELARBFERRGI ZHERE I
BRRETRAERNAERETFEHNKEFK
HHER M B Z BAMHRRIM 4R A M B HRE DB
BEZAMEE REEHREERAFERZEK
BEREK

BB E 2 BIE

AZEED 2 B ERBA B 2 EREREEE
MBEHRRERBR - AMEERBHEREHK
AR B AR - BRI AN R E T EE A
R - AZBE AL AR E 2 B EHER E A
ATB EREEFRMEE-
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We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that
we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether
the consolidated financial statements are free from material
misstatement.

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

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

OPINION

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31 December 2010 and of the Group’s 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.

BDO Limited
Certified Public Accountants

Choi Man On
Practising Certificate no. P02410

Hong Kong, 25 March 2011
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
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For the year ended 31 December 2010
BE—F—FFf+=—A=+—HAIFE

2010 2009
—E-ZEF —ZETNF
Notes HK$'000 HK$'000
st FETT FET
Turnover EEEE 7 85,376 161,840
Other income E Al A 7 5,563 9,232
Cost of inventories consumed LOHRTFEER A 8 (36,304) (50,522)
Staff costs B TR A 8 (31,836) (60,546)
Operating lease rentals wEHERE 8 (11,847) (24,721)
Depreciation of property, plant and Y- BEREE o ITE
equipment 8 (685) (2,961)
Fuel costs and utility expenses BB NKESE (5,905) (12,973)
Fair value loss of financial assets held FIEEBEZeRMEEZ A ATE
for trading BB 8 (21,100) (144)
Provision for impairment of AR E R &R E R
refundable deposits 23 (2,695) (10,363)
Provision for impairment of FEWE R B R
loan receivables 24 (8,500) -
Gain on disposal of subsidiaries HENBAR 2 ke 32 9,855 2,384
Other operating expenses H 48 & fl 2 (32,909) (23,176)
Loss before income tax BrRET ISR Al 18 (50,987) (11,950)
Income tax expense Fr5fi X 9 - -
Loss for the year and total AEEBERAFERZE KE
comprehensive income for the year EaE (50,987) (11,950)
Loss attributable to: T 5 4L 518
Owners of the Company RKABER AN (50,987) (11,950)
Non-controlling interests FIEFE AR A - -
(50,987) (11,950)
Total comprehensive income THEMEEKSEEE:
attributable to:
Owners of the Company RARER A (50,987) (11,950)
Non-controlling interests FEVERR - -
(50,987) (11,950)
Loss per share BREE 12
— Basic and diluted (HK cents) — B R E (GEN) (1.20) (0.37)
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At 31 December 2010
R-F—FF+=A=1—A

2010 2009
—E-EfF —TTHF
Notes HK$'000 HK$'000
Bt FET FET
Non-current assets IREBEE
Property, plant and equipment M BB NS 15 1,337 2,618
Rental deposits and other deposits Heke REMFTS 17 1,174 5,393
Deposits for acquisition of a subsidiary WE—HNB AR € 18 804,000 445,000
806,511 453,011
Current assets REBEE
Inventories 7E 20 5,516 4,707
Trade receivables JrE U BR 3R 21 41 369
Financial assets held for trading BFEEECERMEE 22 29,677 49,405
Other receivables, deposits and HihEWRIE 72 K
prepayments TET IR 23 47,575 112,973
Loan receivables FEU B FR 24 51,941 57,100
Amounts due from related companies JE Y B3 A B RIE 26(a) 12,450 2,709
Tax recoverable AT Y [B] 7 IE 54 429
Cash and bank balances B & NIRRT 4,674 11,476
151,928 239,168
Total assets EEHE 958,439 692,179
Equity =
Share capital & 7 27 217,684 181,434
Reserves s 687,974 457,306
Attributable to owners of the Company RAEER AEEEZR 905,658 638,740
Non-controlling interests FEVE R 42 2 753 753
Total equity EZEE 906,411 639,493
Non-current liabilities ERBEE
Deferred tax liabilities FRIERIBE & 19 53 53
Provision for long service payments IR 2B E 86 184
139 237
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At 31 December 2010
R-F—FF+=A=1—A

2010 2009
—F-2F ZTTNF
Notes HK$'000 HK$'000
i FETT FET

Current liabilities REBEE
Trade payables FEATER SR 25 8,159 7,696
Other payables and accruals H b e S 3108 K FE ST RRIE 25 30,132 27,055
Amount due to a related company JE T A A B FRIE 26b 13,598 17,698
51,889 52,449
Total liabilities EEHAE 52,028 52,686
Total equity and liabilities EERkEEHEE 958,439 692,179
Net current assets RBEEFRE 100,039 186,719
Total assets less current liabilities EEABERABAER 906,550 639,730

These financial statements were approved and authorised for

issue by the board of directors on 25 March 2011. BEZEMB®RE -

Zhao Guogiang
HE
Director

EF

Chui Kwong Kau

Director

EF

BEEgR T ——F=-A-THAMAERRET

41



CHINA ENERGY DEVELOPMENT HOLDINGS LIMITED H [ g2 IR 5 35 1% B2 B fR 2 A

STATEMENT OF FINANCIAL POSITION

At 31 December 2010
R-F—FF+=A=1—A

2010 2009
—F-2F ZTTNF
Notes HKS$'000 HK$°000
Bt i FET FHETT
Non-current assets FREBEE
Interests in subsidiaries RHB ARz #m 16 18 841
Deposits for acquisition of a subsidiary WE—RHNB AR € 18 804,000 445,000
804,018 445,841
Current assets REEE
Financial assets held for trading BHEEECERMEE 22 29,677 49,405
Other receivables, deposits and H i EWGRIE 52 K
prepayments TETFRIR 23 46,798 111,039
Loan receivables FEU B FR 24 51,941 57,100
Cash and bank balances R RIBITHEH 1,371 3,717
129,787 221,261
Total assets EEHAE 933,805 667,102
Equity =
Share capital % < 27 217,684 181,434
Reserves f# 29 693,186 470,602
Total equity EREE 910,870 652,036
Current liabilities RBAE
Other payables and accruals E A FE A FRIB R B R SRR 25 22,935 15,066
Total liabilities BEHAE 22,935 15,066
Total equity and liabilities EzRkEE#E 933,805 667,102
Net current assets REBEEFE 106,852 206,195
Total assets less current liabilities EERERRBER 910,870 652,036
These financial statements were approved and authorised for EEeN _ET——F=-"A-_+OHHERZET
issue by the board of directors on 25 March 2011. BEZEMIEMmRK -
Zhao Guogiang Chui Kwong Kau
wE 3
Director Director
3 EE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2010
BE-F—BFI-A=1—ALEE

Attributable to owners of the Company

KAEHEE AL
Non-
Issued  Contributed Share  Accumulated controlling Total
capital surplus premium losses Total interests equity
BRI BH
B RAZHR R EE ZHER it FERER ERfE

HK$ 000 HK$'000 HK$ 000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET FET FET
(Note 29(@))  (Note 29(b)
(Hit296)  (Hi#29b)

Balance at 1 January 2009 RZBZNE-A—-Bz&HR 151,19 30,004 653,418 (413,894) 420,723 753 421,476
Total comprehensive income for the year A€ 2FARFE L = = = (11,950) (11,950) - (11,950)
Issue of share capital (Note 27) BARA (H77227) 30,239 - 199,728 - 229,967 = 229,967
Balance at 31 December 2009 RZZENE

TZRA=T-HZ&H 181,434 30,004 853,146 (425,844) 638,740 753 639,493
Total comprehensive income for the year AEE2ENFHEE - = = (50,987) (50,987) = (50,987)
Issue of share capital (Vote 27) BORAE (Hr3227) 36,250 - 281,655 - 317,905 - 317,905
Balance at 31 December 2010 i

+-A=t-Hz&% 217,684 30,004 1,134,801 (476,831) 905,658 753 906,411
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CONSOLIDATED STATEMENT OF CASH FLOWS

A Bl R

For the year ended 31 December 2010
BE—F—FFf+=—A=+—HAIFE

2010 2009
—E-EF ZETNF
Notes HK$'000 HK$°000
Bt FHET FET
Cash flows from operating activities REXEBHESHRE
Loss before income tax RRATS BRI B (50,987) (11,950)
Adjustments for: MATIEEEHFAE:
Depreciation of property, plant and Mz HEMEEBITE
equipment 685 2,961
Gain on disposal of property, plant and HEME  WE & &E 2 K
equipment - (70)
Interest income FMEHA (5,527) (8,928)
Fair value loss of financial assets held BEEBEZERMEEZ
for trading NFEEEE 21,100 144
Gain on disposal of subsidiaries HEMB ARG K 32 (9,855) (2,384)
Provision for long service payments RHRS © #BE - 18
Provision for impairment of refundable AIR B3] & R (B 7
deposit 23 2,695 10,363
Provision for impairment of loan FEWE FOR E B
receivables 24 8,500 -
Operating cash flows before working st A& EE RS F AT
capital changes RERSHRE (33,389) (9,846)
(Increase)/decrease in inventories BTE (Em), R (1,074) 699
Decrease in trade receivables JE W BR SRRk 252 260
Increase in financial assets held for trading B E & 2 & @& =L N (1,372) (20,068)
Decrease/(increase) in other receivables, HEMEWEIA 5T & &
deposits and prepayments BT RIER A () 61,942 (53,613)
Increase in amounts due from related Lt [ 538 A B SR IE IS 0
companies (2,042) (2,709)
Increase in trade payables &5 BR SR8 0 748 1,069
Increase in other payables and accruals e 5 RRIA K FE FTRRIR S AN 9,446 6,671
Decrease in amount due to a related FE T A A R IR R
company (4,100) (7,197)
Cash generated from/(used in) REEBRELE
operations (A z2BEE 30,411 (84,734)
Interest received 21 F 3,163 194
Hong Kong profits tax refunded/(paid) BB/ (B BEREH 375 (429)
Net cash generated from/(used in) REERMELE (FMBA)
operating activities BEFH 33,949 (84,969)
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CONSOLIDATED STATEMENT OF CASH FLOWS
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For the year ended 31 December 2010
BE—F—FFf+=—A=+—HAIFE

2010 2009
—E-=F ZETNF
Notes HK$'000 HK$°000
Bt i FET FET
Cash flows from investing activities REXBEERE
Acquisition of property, plant and IREEY % HE R &
equipment (74) (174)
Net cash inflow arising from disposal of HENBRARIEELZ
subsidiaries ReERmAFEE 32 1,201 3,012
Deferred consideration received from U ER 6 B AR L R TS
disposal of discontinued operations EEZBELERE - 38,743
Deposits paid for the proposed acquisition % Ui — M B A
of a subsidiary & 18 (359,000) (445,000)
Inception of loans receivables EREWER (26,783) (19,209)
Proceeds from disposal of property, ﬁ’i%% = K&
plant, and equipment BRSSO - 335
Repayment of loan receivables EERKER 24,000 19,109
Net cash used in investing activities REXBHMBARESERE (360,656) (403,184)
Financing activities il & 5 B
Issue of new shares, net of expenses BATHRR B X 27 317,905 229,967
Proceeds from bank loans RITE TG IR 2,000 -
Net cash generated from financing RMEEBHMELERSERE
activities 319,905 229,967
Net decrease in cash and cash equivalents IR <& &5 [RIR € R A F (6,802) (258,186)
Cash and cash equivalents at FOzRekERERES
beginning of year 11,476 269,662
Cash and cash equivalents at end of FRZREESREARS B
year, comprising cash and ReRBITES
bank balances 4,674 11,476
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2010
BE-F—BFI-A=1—ALEE

1. ORGANISATION AND OPERATIONS

The Company was incorporated as an exempted company
with limited liability in the Cayman Islands on 4 April
2001 under the Companies Law of the Cayman Islands.
The shares of the Company have been listed on the Main
Board of the Stock Exchange of Hong Kong Limited
(“SEHK™) with effect from 18 February 2002.

The principal activity of the Company is investment
holding. The principal activities of the Company’s
subsidiaries involve the operation of Chinese restaurants in
Hong Kong.

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")

(@) Adoption of new/revised HKFRSs effective
1 January 2010

HKFRSs (Amendments) Improvements to HKFRSs
Amendments to HKAS 39 Eligible Hedged Items

Amendments to HKFRS 2 Share-based Payment — Group Cash-settled
Share-based Payment Transactions

HKAS 27 (Revised) Consolidated and Separate Financial
Statements

HKFRS 3 (Revised) Business Combinations

HK(IFRIC) Distributions of Non-cash Assets to Owners

- Interpretation 17

HK(IFRIC) Presentation of Financial Statements -
- Interpretation 5 Classification by Borrower of a Term Loan
that Contains a Repayment on Demand
Clause

Except as explained below, the adoption of the
above new/revised standards and interpretation
has no significant impact on the Group’s financial
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2010
BE_ZE—FFEF_H=1+—HIFE

2. ADOPTION OF HONG KONG FINANCIAL 2. RAEBNBHREEL ([FEY

REPORTING STANDARDS (“HKFRSs") BHREEA L) #)

(Continued)

(a) Adoption of new/revised HKFRSs effective (a) EWE-Z—SF—F—HEBENX
1 January 2010 (Continued) ZHE R IBT BB BEREER

(#&)

HKFRS 3 (Revised) — Business Combinations and BB IR EERFEIGE (AIE5T) —
HKAS 27 (Revised) — Consolidated and Separate EBEHREBETERE275 (4
Financial Statements 155T) —HE RBE VA B &
The revised accounting policies are effective A EREERT ST BURBHERAR S
prospectively for business combinations effected in ZENFEH BB 2K
financial periods beginning on or after 1 July 2009. M2 EHa 0 B8 I & 2R
Changes in HKFRS 3 include the valuation of non- FE3R 2 HBBIE IR ER A
controlling interest, the accounting for transaction RERAzEFHRBRER A HARE
costs, the initial recognition and subsequent Ry ZERBEKEBEH 2D
measurement of a contingent consideration and REERTE - ZEEHTERE
business combinations achieved in stages. These BE &3 AW IR 2 38 R 2R 5
changes impact the amount of goodwill and the BoHNFANTEEBSHR S K
results in the period that an acquisition occurs and MEERT BB 3R S 2RI 355 L B
future results. The adoption of revised HKFRS 3 BRI ELE -

has had no impact to the financial statements as
there has been no business combination transaction
during the year.

The revised HKAS 27 requires that a change in the KAEFT BB A E275% 2 A5t
ownership interest of a subsidiary (without loss BRAlvEEREE=ES (LELE
of control) is accounted for as a transaction with THIE) B REEREEATO 2 ER
owners in their capacity as owners, accordingly, AZRG At BEX ST ERA
such transactions are recognised within equity. HER o MR KR HIRERS - B a8 2 (EfaliEE
When control is lost and any remaining interest in =B ERATEE M= E
the entity is re-measured to fair value, and a gain or BIRERER - RKAKEITEEE
loss is recognised in profit or loss. The adoption of FTERIE27TRE AN FEEN BT LE -
revised HKAS 27 has had no impact on the current

year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2010
BE-F—BFI-A=1—ALEE

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")
(Continued)

(b) New/revised HKFRSs that have been issued but
are not yet effective

The following new/revised HKFRSs, potentially
relevant to the Group’s operations, have been issued
but are not yet effective and have not been early
adopted by the Group:

HKFRSs (Amendments) Improvements to HKFRSs 2010 74

HK(IFRIC) Extinguishing Financial Liabilities with Equity
- Interpretation 19 Instruments /
HKAS 24 (Revised) Related Party Disclosures

Amendments to HKFRS 7 Disclosure - Transfers of Financial Assets

HKFRS 9 Financial Instruments 4

! Effective for annual periods beginning on or
after 1 July 2010

2 Effective for annual periods beginning on or
after 1 January 2011

Z Effective for annual periods beginning on or
after 1 July 2011

4 Effective for annual periods beginning on or

after 1 January 2013

HKAS 24 (Revised) clarifies and simplifies the
definition of related parties. It also provides for
a partial exemption of related party disclosure to
government-related entities for transactions with
the same government or entities that are controlled,
jointly controlled or significantly influenced by the
same government.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2010
BE_ZE—FFEF_H=1+—HIFE

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")
(Continued)

(b)

New/revised HKFRSs that have been issued but
are not yet effective (Continued)

The amendments to HKFRS 7 improve the
derecognition disclosure requirements for transfer
transactions of financial assets and allow users
of financial statements to better understand the
possible effects of any risks that may remain with the
entity on transferred assets. The amendments also
require additional disclosures if a disproportionate
amount of transfer transactions are undertaken
around the end of a reporting period.

Under HKFRS 9, financial assets are classified
into financial assets measured at fair value or at
amortised cost depending on the entity’s business
model for managing the financial assets and
the contractual cash flow characteristics of the
financial assets. Fair value gains or losses will be
recognised in profit or loss except for those non-
trade equity investments, which the entity will have
a choice to recognise the gains and losses in other
comprehensive income. HKFRS 9 carries forward
the recognition and measurement requirements
for financial liabilities from HKAS 39, except for
financial liabilities that are designated at fair value
through profit or loss, where the amount of change
in fair value attributable to change in credit risk of
that liability is recognised in other comprehensive
income unless that would create or enlarge an
accounting mismatch. In addition, HKFRS 9 retains
the requirements in HKAS 39 for derecognition of
financial assets and financial liabilities.

The Group is in the process of making an assessment
of the potential impact of other new/revised
HKFRSs and the directors so far concluded that the
application of the other new/revised HKFRSs will
have no material impact on the Group's financial
statements.

RSBV BHRELER ([FEY
BHREEA]) ()

(b)
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REBEFEBVBREEAFN & RE
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ARERMEEZANRGREELR
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BE-AFEEZWGNEEENE
MR MIFEREUERERERI B
BrEEREMEmEARRIES -
B BRELFIFHEHETLES
FIERIE3GR c SR A RER R E
MARE HEEXIFEERBERIIEKZ
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BASIS OF PREPARATION

(a)

(b)

(c)

Statement of compliance

The consolidated financial statements have been
prepared in accordance with all applicable HKFRSs
and the disclosure requirements of the Hong Kong
Companies Ordinance. The financial statements also
comply with the applicable disclosure required by
the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing
Rules”).

Basic of measurement

The consolidated financial statements have been
prepared under the historical cost basis except for
certain financial instruments, which are measured at
fair values.

Functional and presentation currency
The consolidated financial statements are presented

in Hong Kong dollars (“HK$"), which is the same as
the functional currency of the company.

SIGNIFICANT ACCOUNTING POLICIES

(a)

Business combination and basis of consolidation

The consolidated financial statements comprise
the financial statements of the Company and
its subsidiaries (the “Group”). Inter-company
transactions and balances between group companies
together with unrealised profits are eliminated in full
in preparing the consolidated financial statements.
Unrealised losses are also eliminated unless the
transaction provides evidence of impairment on the
asset transferred, in which case the loss is recognised
in profit or loss.
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4,

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

Business combination and basis of consolidation
(Continued)

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated
statement of comprehensive income from the
effective dates of acquisition or up to the effective
dates 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.

Business combination from 1 January 2010

Acquisition of subsidiaries or businesses is accounted
for using the acquisition method. The cost of an
acquisition is measured at the aggregate of the
acquisition-date fair value of assets transferred,
liabilities incurred and equity interests issued by
the Group, as the acquirer. The identifiable assets
acquired and liabilities assumed are principally
measured at acquisition-date fair value. The Group's
previously held equity interest in the acquiree is re-
measured at acquisition-date fair value and the
resulting gains or losses are recognised in profit
or loss. The Group may elect, on a transaction-by-
transaction basis, to measure the non-controlling
interest either at fair value or at the proportionate
share of the acquiree’s identifiable net assets.
Acquisition-related costs incurred are expensed.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

Business combination and basis of consolidation
(Continued)

Business combination from 1 January 2010
(Continued)

Any contingent consideration to be transferred by
the acquirer is recognised at acquisition-date fair
value. Subsequent adjustments to consideration are
recognised against goodwill only to the extent that
they arise from new information obtained within
the measurement period (@ maximum of 12 months
from the acquisition date) about the fair value at the
acquisition date. All other subsequent adjustments
to contingent consideration classified as an asset or
a liability are recognised in profit or loss.

Changes in the Group's interests in subsidiaries that
do not result in a loss of control are accounted for
as equity transactions. The carrying amounts of the
Group’s interest and the non-controlling interest
are adjusted to reflect the changes in their relative
interests in the subsidiaries. Any difference between
the amount by which the non-controlling interest
is adjusted and the fair value of the consideration
paid or received is recognised directly in equity and
attributed to owners of the Company.

When the Group loses control of a subsidiary,
the profit or loss on disposal is calculated as the
difference between (i) the aggregate of the fair value
of the consideration received and the fair value of
any retained interest and (ii) the previous carrying
amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling
interest. Amounts previously recognised in other
comprehensive income in relation to the subsidiary
are accounted for in the same manner as would
be required if the relevant assets or liabilities were
disposed of.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

Business combination and basis of consolidation
(Continued)

Business combination from 1 January 2010
(Continued)

Subsequent to acquisition, the carrying amount
of non-controlling interest is the amount of
those interests at initial recognition plus the non-
controlling interest’s share of subsequent changes
in equity. Total comprehensive income is attributed
to non-controlling interests even if this results in the
non-controlling interest having a deficit balance.

Business combination prior to 1 January 2010

On acquisition, the assets and liabilities of the
relevant subsidiaries are measured at their fair values
at the date of acquisition. The interest of minority
shareholders is stated at the minority’s proportion of
the fair values of the assets and liabilities recognised.

Transaction costs, other than those associated
with the issue of debt or equity securities, that
the Group incurred in connected with business
combinations were capitalised as part of the cost of
the acquisition.

Where losses applicable to the minority exceed the
minority’s interest in the equity of a subsidiary, the
excess, and any further losses applicable to the
minority, are charged against the group’s interest
except to the extent that the minority has a binding
obligation to, and is able to, make additional
investment to cover the losses. If the subsidiary
subsequently reports profits, the group’s interest is
allocated all such profits until the minority’s share of
losses previously absorbed by the Group has been
recovered.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4, BEREFEE (&)

(b) Subsidiaries b) HEAT

54

(c)

Subsidiaries are entities over which the Company is
able to exercise control. Control is achieved where
the Company, directly or indirectly, has the power
to govern the financial and operating policies of the
entity, so as to obtain benefits from its activities.
In assessing control, potential voting rights that
presently exercisable are taken into account.

Investments in subsidiaries are included in the
Company'’s statement of financial position at cost
less any impairment losses, if any. The results of
subsidiaries are accounted for by the Company on
the basis of dividends received and receivable.

Property, plant and equipment

Property, plant and equipment are stated at
historical cost less accumulated depreciation and any
accumulated impairment losses.

The cost of property, plant and equipment includes
its purchase price and the costs directly attributable
to the acquisition of the items.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will
flow to the Group and the cost of the item can
be measured reliably. The carrying amount of the
replaced part is derecognised. All other repairs and
maintenance are recognised as an expense in profit
or loss during the financial period in which they are
incurred.

(c)
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c)

(d)

Property, plant and equipment (Continued)

Property, plant and equipment are depreciated so as
to write off their cost or valuation net of expected
residual value over their estimated useful lives on a
straight-line basis. The useful lives, residual value and
depreciation method are reviewed, and adjusted if
appropriate, at the end of each reporting period. The
useful lives are as follows:

Leasehold improvements 3 — 6 years or over the term of
the lease; if shorter

Furniture and fixtures 4 - 8 years

Motor vehicles 6 — 8 years

The gain or loss on disposal of an item property,
plant and equipment is the difference between the
net sales proceeds and its carrying amount, and is
recognised in profit or loss on disposal.

Leasing

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

Assets held under finance leases are initially
recognised as assets at their fair value or, if lower,
the present value of the minimum lease payments.
The corresponding lease commitment is shown as
a liability. Lease payments are analysed between
capital and interest. The interest element is charged
to profit or loss over the period of the lease and is
calculated so that it represents a constant proportion
of the lease liability. The capital element reduces the
balance owed to the lessor.

The total rentals payable under the operating leases
are recognised in profit or loss on a straight-line
basis over the lease term. Lease incentives received
are recognised as an integrated part of the total
rental expense, over the term of the lease.

(c)

(d)
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e)

Impairment of other assets

At the end of each reporting period, the Group
reviews the carrying amounts of the following assets
to determine whether there is any indication that
those assets have suffered an impairment loss or
an impairment loss previously recognised no longer
exists or may have decreased:

o property, plant and equipment under cost
model; and

. investments in subsidiaries

If the recoverable amount (i.e. the greater of the
fair value less costs to sell and value in use) 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, to
the extent 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.

4, BEARSTEE &)

(e)

HtEERE

REBSHR NEERF TIEE
ZEEE WETREABRBRZ
FEECRIREBBIAEER
MEBETBFEELERD

s ME -BELRE(REXAE
E:WIDE

s RHBRAZEKE

WEEZ AR EEE (BIAFE
ERHERAREREBEZESE) K
RERREE B ZEE 2 REER
1K 2 E AT e o) & BR - R ME 1S 18 B B fie
RAF -

R EEENERED  BEZKEE
EMEEAREEEZEREE:
HEIB IR 2 BREE T BEB B MR B E
BEFEY EERREBEMREE
BE < PRIE(E < 5 (B B 18 2 5 Bl BN B
FER AW -



ANNUAL REPORT 2010 £}

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ak 3 S 5 o B ik

For the year ended 31 December 2010
BE_ZE—FFEF_H=1+—HIFE

4.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

()

(9)

Inventories

Inventories are initially recognised at cost, and
subsequently at the lower of cost and net realisable
value. Cost comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the
inventories to their present location and condition.
Cost is calculated using the first-in first out method.
Net realisable value represents the estimated selling
price in the ordinary course of business less the
estimated costs necessary to make the sale.

Financial Instruments
(i)  Financial assets

The Group classifies its financial assets at initial
recognition, depending on the purpose for
which the asset was acquired. Financial assets
at fair value through profit or loss are initially
measured at fair value and all other financial
assets are initially measured at fair value plus
transaction costs that are directly attributable
to the acquisition of the financial assets.
Regular way purchases or sales of financial
assets are recognised and derecognised on a
trade date basis. A regular way purchase or
sale is a purchase or sale of a financial asset
under a contract whose terms require delivery
of the asset within the time frame established
generally by regulation or convention in the
marketplace concerned.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g) Financial Instruments (Continued)

(i)

58

Financial assets (Continued)

Financial assets at fair value through profit or
loss

These assets include financial assets held for
trading and financial assets designated upon
initial recognition as at fair value through profit
or loss. Financial assets are classified as held for
trading if they are acquired for the purpose of
sale in the near term.

Subsequent to initial recognition, financial
assets at fair value through profit or loss are
measured at fair value, with changes in fair
value recognised in profit or loss in the period
in which they arise.

Loans and receivables

These assets are non-derivative financial assets
with fixed or determinable payments that are
not quoted in an active market. They arise
principally through the provision of goods
and services to customers (trade debtors), and
also incorporate other types of contractual
monetary asset. Subsequent to initial
recognition, they are carried at amortised cost
using the effective interest method, less any
identified impairment losses.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g) Financial Instruments (Continued)

(i)

Impairment of financial assets

The Group assesses, at the end of each
reporting period, whether there is any
objective evidence that financial asset is
impaired. Financial asset is impaired if there is
objective evidence of impairment as a result
of one or more events that has occurred after
the initial recognition of the asset and that
event has an impact on the estimated future
cash flows of the financial asset that can be
reliably estimated. Evidence of impairment may
include:

- significant financial difficulty of the
debtor;

— breach of contract, such as a default
or delinquency in interest or principal
payments;

- granting concession to a debtor because
of debtor’s financial difficulty;

- it becoming probable that the debtor
will enter bankruptcy or other financial
reorganisation.
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4. SIGNIFICANT ACCOUNTING POLICIES 4, BEREFTBE (&)

60

The Group classifies its financial liabilities,
depending on the purpose for which the
liabilities were incurred. Financial liabilities at
fair value through profit or loss are initially
measured at fair value and financial liabilities
at amortised costs are initially measured at
fair value, net of directly attributable costs
incurred.

(Continued)
(9) Financial Instruments (Continued) (g) €T A (&)
(i) Impairment of financial assets (Continued) (i) £HEZERE (F)
For Loans and receivables BEAREKZENE
An impairment loss is recognised in profit or i Z R R E R B ERE - B
loss when there is objective evidence that BaPERRESE FTE2AHX
the asset is impaired, and is measured as AEERAEEERERF XA
the difference between the asset’s carrying W2 RKBeREBRENE
amount and the present value of the estimated H-eMBEEZEREBESAER
future cash flows discounted at the original BERAR - ctEETeREES
effective interest rate. The carrying amount EAEBH AW - BN B S
of financial asset is reduced through the use BB B 2 BRI o
of an allowance account. When any part of
financial asset is determined as uncollectible, it
is written off against the allowance account for
the relevant financial asset.
Impairment losses are reversed in subsequent EREM S BER KL S
periods when an increase in the asset's HNiF ER TR B R TR £ 2 =1
recoverable amount can be related objectively @ REBESNERERD
to an event occurring after the impairment was EREEEAREREE A 2K
recognised, subject to a restriction that the FE TS B B U0 E R R B 2
carrying amount of the asset at the date the SH B
impairment is reversed does not exceed what
the amortised cost would have been had the
impairment not been recognised.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g) Financial Instruments (Continued)

(iii)

(iv)

)

Financial liabilities (Continued)
Financial liabilities at amortised cost

Financial liabilities at amortised cost including
trade and other payables, borrowings, certain
preference shares and the debt element of
convertible loan note issued by the Group
are subsequently measured at amortised cost,
using the effective interest method. The related
interest expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss
when the liabilities are derecognised as well as
through the amortisation process.

Effective interest method

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

Equity instruments
Equity instruments issued by the Company are

recorded at the proceeds received, net of direct
issue costs.

4, BEREFEE (&)

SRIA (&)

(iii)

(iv)

v)

EHERE (&)
BEBHKATRZ @R E

REHEAAIERZEBREBEER
RREMNRR R M ENE &
E ETELRIEAEEREITH
AHRBRERRENES D
HIR DAE B A OK 4% B 55 P A
AE AN B RN IE ST
‘E?\J\ o
EAMAERIEER A BEH
R EERAR RS ER
KRB P HER -

BRI F%

ERMNEEZRANGAESREE
B A RN A BBEAS KT
BRASEN BT 2775  BR
MNESREREELAERTB
PRk B AR (WiE A ) A2
TR AR WART
2=

KRETA
ARRFETZBRATATIRE R

FrE IR (IR EREITRA)
N %

61



CHINA ENERGY DEVELOPMENT HOLDINGS LIMITED A B g )R F 25 1= i B PR A 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ok 1 Y 5 i 3 Y

For the year ended 31 December 2010
BE_ZE—FFEF_H=1+—HIFE

4.

62

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(9)

(h)

(M

Financial Instruments (Continued)
(vi) Derecognition

The Group derecognises a financial asset when
the contractual rights to the future cash flows
in relation to the financial asset expire or when
the financial asset has been transferred and the
transfer meets the criteria for derecognition in
accordance with HKAS 39.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand
and deposits held at call with banks, and other
short-term highly liquid investments with original
maturities of three months or less that are readily
convertible to a known amount of cash and are
subject to an insignificant risk of changes in value.
Bank overdrafts that are repayable on demand
and form an integral part of the Group's cash
management are also included as a component of
cash and cash equivalents for the purpose of the
statement of cash flows.

Income taxes

Income taxes for the year comprise current tax and
deferred tax.

Current tax is based on the profit or loss from
ordinary activities adjusted for items that are non-
assessable or disallowable for income tax purposes
and is calculated using tax rates that have been
enacted or substantively enacted at the end of
reporting period.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(M

G

Income taxes (Continued)

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets
and liabilities for financial reporting purposes and
the corresponding amounts used for tax purposes.
Except for goodwill and recognised assets and
liabilities that affect neither accounting nor taxable
profits, deferred tax liabilities are recognised for
all temporary differences. Deferred tax assets are
recognised to the extent that it is probable that
taxable profits will be available against which
deductible temporary differences can be utilised.
Deferred tax is measured at the tax rates expected
to apply in the period when the liability is settled
or the asset is realised based on tax rates that have
been enacted or substantively enacted at the end of
reporting period.

Income taxes are recognised in profit or loss except
when they relate to items recognised in other
comprehensive income in which case the taxes are
also recognised in other comprehensive income.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a legal or
constructive obligation arising as a result of a past
event, which will probably result in an outflow of
economic benefits that can be reasonably estimated.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

G

(k)

Provisions and contingent liabilities (Continued)

Where it is not probable that an outflow of
economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is
disclosed as a contingent liability, unless the
probability of outflow of economic benefits is
remote. Possible obligations, the existence of
which will only be confirmed by the occurrence
or non-occurrence of one or more future events,
are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.

Foreign currencies

Transactions entered into by the group entities in
currencies other than the currency of the primary
economic environment in which they operates (the
“functional currency”) are recorded at the rates
ruling when the transactions occur. Foreign currency
monetary assets and liabilities are translated at
the rates ruling at the end of reporting period.
Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair
value was determined. 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. Exchange differences arising on
the retranslation of non-monetary items carried at
fair value are included in profit or loss for the period
except for differences arising on the retranslation
of non-monetary items in respect of which gains
and losses are recognised in other comprehensive
income, in which case, the exchange differences are
also recognised in other comprehensive income.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k)

0]

Foreign currencies (Continued)

On consolidation, income and expense items
of foreign operations are translated into the
presentation currency of the Group (i.e. Hong Kong
dollars) at the average exchange rates for the year,
unless exchange rates fluctuate significantly during
the period, in which case, the rates approximating
to those ruling when the transactions took place are
used. All assets and liabilities of foreign operations
are translated at the rate ruling at the end of
reporting period. Exchange differences arising, if any,
are recognised in other comprehensive income and
accumulated in equity as foreign exchange reserve
(attributed to minority interests as appropriate).
Exchange differences recognised in profit or loss
of group entities’ separate financial statements
on the translation of long-term monetary items
forming part of the Group’s net investment in the
foreign operation concerned are reclassified to other
comprehensive income and accumulated in equity as
foreign exchange reserve.

On disposal of a foreign operation, the cumulative
exchange differences recognised in the foreign
exchange reserve relating to that operation up to the
date of disposal are reclassified to profit or loss as
part of the profit or loss on disposal.

Employees’ benefits
(i) Short term benefits

Employee entitlements to annual leave and
long service leave are recognised when they
accrue to employees. A provision is made
for the estimated liability for annual leave
and long service leave as a result of services
rendered by employees up to the end of
reporting period.

(k)

0]

4, BEREFEE (&)

S (&)

REGERER  BINEBZHRZIRB TS
BEEFHEXBELSANEE 227
B (AVET) MEMHEXRBAAE
MENRIBRIN - FEULIE T - AIRETR B
RERAZMOERRE - RINEHZ
MBEERABRBESHRZERE
KB -mItEX CELZR (WE)
REMEZEKEER AN ER R
RYNERER (FBN D SBBRER (40
BR) ) NEBEBERZBYMHHREK
TRBMEEXNANRERIN R REF
B—Eoc RAEHKEB MR BaE
RZEREZR B BEEHMER
Yoas - Wkt s RETRINERME -

HERIIEBR EELEERDRE
REBEEHEE AZAEH 2 ReT
EXER ENMOBRBREASLE

Bz —#fo e

BEEF

(i) ERER
BEZAZEBREERNET
BEKER - EEEEHREH

KR RBMER 2 FRE
RRIELAETRERE

65



CHINA ENERGY DEVELOPMENT HOLDINGS LIMITED A B g2 )R F 2 5= i B BR A 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ok 1 Y 05 i o Y

For the year ended 31 December 2010
BE—_F—FFEF_H="1+—HIFE

4,
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Employees’ benefits (Continued)

(i)

(i)

(iv)

Employment Ordinance long service
payments

Certain employees of the Group have
completed the required number of years of
service under the Employment Ordinance of
Hong Kong (the “Employment Ordinance”)
to be eligible for long service payments upon
termination of their employment. The Group is
only liable to make such payments where the
termination meets the required circumstances
specified in the Employment Ordinance.

Defined contribution retirement plan

Contributions to defined contribution
retirement plans are recognised as an expense
in profit or loss when the services are rendered
by the employees.

Termination benefits

Termination benefits are recognised when, and
only when, the Group demonstrably commits
itself to terminate employment or to provide
benefits as a result of voluntary redundancy by
having a detailed formal plan which is without
realistic possibility of withdrawal.
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4. SIGNIFICANT ACCOUNTING POLICIES 4, BRETHE#)
(Continued)
(m) Revenue recognition (m) WEER
Provided it is probable that the economic benefits EREN= AT ARE R i1 E U
will flow to the Group and the revenue and costs, R (ER) A S5 2 W
if applicable, can be measured reliably, revenue BRATARAREE WS RER

is recognised in the statement of comprehensive
income as follows:

(i)  Revenue from restaurant operations is () BEEBzRERREERMEE
recognised when catering services are provided AR 75 T B B A T R o

to customers.

(i) Interest income is recognised on a time- (i)  FEBUMWAZLEREDBEEEREAR
apportioned basis, taking into account the BERNE RBERANEER-
principal amounts outstanding and the interest
rates applicable.
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68

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(n) Related parties

Two parties are considered to be related if one party
has the ability, directly or indirectly, to control the
party or exercise significant influence over the other
party in making financial and operating decisions.
Parties are also considered to be related if they are
subject to common control or common significant
influence. Related parties may be individuals (being
members of key management personnel, significant
shareholders and/or their close family members) or
other entities and include entities which are under
the significant influence of related parties of the
Group where those parties are individuals, and post-
employment benefit plans which are for the benefit
of employees of the Group or of any entity that is a
related party of the Group.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, the
directors are required to make judgements, 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 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.
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ARSI HE AT THBEE
ZEERR (&)

5. CRITICAL ACCOUNTING JUDGEMENTS 5.
AND KEY SOURCES OF ESTIMATION

UNCERTAINTY (Continued)

(i) Estimated useful lives of property, plant and (i) VE - BERRKEBE2ATTAEAFEH
equipment
The Group’s management determines the estimated AEBERBETHME BEK
useful lives and related depreciation charges of B HFRAIERFHARERITER
its property, plant and equipment. This estimate Rt HIRBERALME R
is based on the historical experience of the actual ME - BERXBBEZERAEMA
useful lives of property, plant and equipment of FHoMEFE ZrAERFHAIRE
similar nature and functions. Management will R Er 2 F iR B ERIZIMITE
increase the depreciation charge where useful lives BRSSO E WMES R E
are less than previously estimated lives, or it will MR E S IER MG I B E -
write-off or write-down technically obsolete or non-
strategic assets that have been abandoned or sold.

(ii) Impairment of loans and receivables (i) BERREWRIEZRE

The Group makes impairment provision for
receivables based on an assessment of the
recoverability of the balance. Provisions are
applied to receivables where events or changes in
circumstances indicate that the balance may not be
collectible. The identification of impaired receivables
requires the use of judgement and estimates.
Where the expectation is different from the original
estimate, such difference will impact the carrying
value of receivables and provision for impaired
receivables in the year in which such estimate has
been changed. If the financial condition of the
debtors were to deteriorate, additional impairment
may be required.
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SEGMENT INFORMATION

The Group determines its operating segments based on
the reports reviewed by the chief operating decision-
maker that are used to make strategic decisions.

(a)

(b)

(c)

Reportable segments

The Group operates in one business segment, which
is the operation of Chinese restaurant.

Geographical information

Except for the deposits for acquisition of a subsidiary,
all operating assets and operations of the Group
during the years ended 31 December 2010 and
2009 were located in the Hong Kong.

Information about a major customer

Revenue from the Group's largest customer
amounted to less than 10% of the Group’s total
revenue for the years ended 31 December 2010 and
2009.
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7.

TURNOVER AND OTHER INCOME 7.

Turnover and revenue of the Group are analysed below.

ERBEREMBA

AEEOERBERBER T XD

2010 2009
—E-ZF —EENF
HK$'000 HK$'000
FET FET
Turnover EER
Sales of food and beverages from Chinese B # =VEIZ #7585 S B & Rk
restaurant operation 85,376 161,840
Other income Hak A
Bank interest income ERITH B U A 3 6
Interest income from other loans HEE R FBIA 5,524 8,922
Rental income He WA 31 141
Sundry income TR A 5 163
5,563 9,232
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8.

72

LOSS BEFORE INCOME TAX

8. BRATEHAIEE

2010 2009
—E-ZF —ETNF
HK$’000 HK$ 000
FHETT T#ET
Loss before income tax is arrived at after ~ BRETSF AT ES 1B E kR~
charging/(crediting): (Gt A)
Fair value loss of financial assets RIEEBEZSRMEEY
held for trading NEEBEEE 21,100 144
Auditor’s remuneration 1% ERAD B 966 580
Gain on disposal of property, HEWE  WE K& s
plant and equipment - (70)
Cost of inventories consumed OB &R 36,304 50,522
Depreciation of property, M- BEREZBEZITE
plant and equipment 685 2,961
Staff costs (including directors’ BTN (BRESHE)
remuneration)
— Wages and salaries and other benefits —ITERFE REMBET 30,747 58,196
— Pension fund contributions —RIRET I 1,089 2,332
— Provision of long service payment — KRB BE - 18
31,836 60,546
Operating lease payment on lease HEWE 2 KERATH
premises
— Related companies — B AR 4,160 3,680
— Third parties —F=% 7,687 21,041
11,847 24,721
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9. INCOME TAX EXPENSE 9.

No provision for Hong Kong profits tax has been made as
the Group had tax losses brought forward to set off the
assessable profit for both years.

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

FriEBimx

HRAREXNMEFEEGEE 2HEARE
AR ERBUGE AN - MW BB BN S B
o

AEEAEHRAXAJEEE2EEERA
ZEBSHAERERNT

2010 2009
—E-EfF —EENF
HK$'000 HK$°000
F#ET FET
Loss before income tax BrATB AT E R (50,987) (11,950)
Effect of tax at Hong Kong profits tax EEBNEHRBIE16.5%
rate of 16.5% (2009: 16.5%) ZETNF165%)
Mg (8,413) (1,972)
Tax effect of income not taxable IEFRBUMAZ G E
for tax purposes (1,520) (1,107)
Tax effect of expenses not deductible PAHMBRAZ 2 RMBZE
for tax purposes 8,870 2,222
Tax effect of utilisation of tax losses FRARRIEEE 2 RS & (21) (107)
Tax effect of unused tax losses not AERZABAHREBEZ
recognised MG B 1,084 964
Taxation for the year REFEHIE - =
10. LOSS ATTRIBUTABLE TO OWNERS OF 10. XAREE AEGEHE

THE COMPANY

The loss attributable to owners of the Company
includes an amount of HK$59,071,000 (2009: loss
of HK$12,476,000) which has been dealt with in the
financial statements of the Company.

EARRB ZHBREF  NARHEE A&
18 B 5 — 2 FIA59,071,00008 T ( ZBE
& 518 12,476,0006 7T ) o
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11. DIVIDEND 11. RE
No dividend was paid or proposed for the year ended 31 HE_Z—ZTF+_A=+T—HILFEIE
December 2010 (2009: Nil), nor has any dividend been RS BEREMERS (ZETNF 8) 5
proposed since the end of reporting period. ¥ HAR B IR IR (] AR S o
12. LOSS PER SHARE 12. BRGE
The calculation of the basic loss per share attributable to AAREBREREARBGESRELRERE
the ordinary equity holders of the Company is based on TR HE LA N8R AT & -
the following data:
2010 2009
—E-EF —EThF
HK$'000 HK$000
FET FHET
Loss BB
Loss for the year attributable to RERARREI L BRHER ARG
ordinary owners of the Company: E1a - (50,987) (11,950)
Number of shares BRGEE

Weighted average number of ordinary shares F{EFTE SRR EAEE 2 LR

for the purpose of basic loss per share hniEF 5 8

4,250,392,329 3,164,739,178

Diluted loss per share for both years is the same as the
basic loss per share as the Company has no dilutive
potential ordinary shares outstanding during both periods.
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13. DIRECTORS’ REMUNERATION

Directors’ remuneration disclosed pursuant to section 161
of the Hong Kong Companies Ordinance and the Listing
Rules is as follows:

Year ended 31 December 2010

13.EE2M&

RIBFEEDAHEDIE 16115 N ET R AIHKE
ZEEMEWMT

BE_ZF-ZEF+-A=+—RHLHEE

Salaries,
allowances Retirement
Directors’  and benefits scheme 2010
fees inkind  contribution Total
He 2ER —E-Ef
EEHd ENFR  BRGHEMR @a%m
HK$'000 HK$'000 HKS'000 HK$'000
FET FET FET FET
Executive directors HTES
Chan Shi Yung (SYEEA - 540 12 552
Chui Kwong Kau BRI - 490 12 502
Huang Changpbi (i) HEZ() 260 - - 260
Liu Baohe ZEN 560 - - 560
Wang Ligang (ii) F 528 (i) 160 - - 160
Zhao Guogjang e 560 - - 560
Zheng Ke Wen (iii) SRR 32 (i) 160 - - 160
Zhang Zhenming (iv) oK 4% B (iv) 260 - - 260
Independent non- BUKHTES
executive directors
Fu Wing Kwok, Ewing (v) BEE(v) 75 - - 75
Wong Tik Tung (vi) SEIRER (vi) 105 - - 105
Yin Guohui BREE 180 - - 180
Zhang Wei RIE 180 - - 180
2,500 1,030 24 3,554
() Mr. Huang Changbi appointed on 9 June 2010 () =EEEER-_ZE—ZFANLBEZE
(i) Mr. Wang Ligang resigned on 9 June 2010 (i) FIMEER=—ZT—ZTFNANBEE
(i) Ms. Zheng Ke Wen resigned on 9 June 2010 (i) BBEXLZTR-_ZF—ZFALBFMT
(iv)  Mr. Zhang Zhenming appointed on 9 June 2010 (v) RIRAEER-_Z-—ZFSANLBEZE
(v)  Mr. Fu Wing Kwok, Ewing appointed on 30 July 2010 (v) BREAEN-_Z-—TFLA=+HEZ

(vi)  Mr. Wong Tik Tung resigned on 30 July 2010

£

EMRREER T —ZFLA=THEHE
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13. DIRECTORS’ REMUNERATION (Continued)

13.EE2M< &)

76

Year ended 31 December 2009 BHE_ZZNFT_A=T—HLFE
Salaries,
allowances Retirement
Directors' and benefits scheme 2009
fees in kind contribution Total
e 2R —TTNE
XN ENFE  RIRGEIER k]
HK$'000 HKS$ 000 HK$'000 HKS$ 000
FET FET FHET FET
Executive directors BITEE
Chan Shi Yung BRI = 520 12 532
Chui Kwong Kau BRI - 455 12 467
Chan Kwok Wing (v) BRI 4 (v) 40 = = 40
Chan Wai Keung (ii) BR {234 i) = 449 9 458
Liu Baohe (iv) ZIZM(v) 120 = = 120
Wang Ligang (vii) F 2Bl (vii) 15 - - 15
Wang Xiang Jun (iii) F = E (i) 198 - = 198
Zhao Guogjiang (vi) it B4 (vi) 20 = = 20
Zheng Ke Wen (viii) B2 3 (viii) 10 = = 10
Independent non- BUFHTES
executive directors
Chang Kin Man (ix) B R (ix) 180 = = 180
Ip Wing Lun (x) BXmX) 180 - - 180
Li Yuen Yu, Alice (i) ZIRH() 180 - = 180
Yin Guohui (xi) BR B #E (xi) = = = =
Wong Tik Tung (xiii) TR E (xiil) = = = =
Zhang Wei (xii) SR {2 (xii) = = = =
943 1,424 33 2,400
(i) Ms. Li Yuen Yu, Alice resigned on 22 December 2009 () ZEEWZITR-_ZETLF+—A=+=H
BT
(i) Mr. Chan Wai Keung resigned on 1 October 2009 (i) PREBREER-"ZFTNFTA—BEE
(i) Mr. Wang Xiang Jun resigned on 1 October 2009 (i) EAFEEER=ZZTTNF+A—HBHEE
(iv)  Mr. Liu Baohe appointed on 2 October 2009 (v, BEMNEERZZNFTA-HEZME
(vy  Mr. Chan Kwok Wing was appointed on 2 October 2009 (v) PMBREIZAEER-ZTTZNFTA-BEEZE

and resigned on 1 December 2009

(vi)  Mr. Zhao Guogiang was appointed on 18 December 2009
(vii)  Mr. Wang Ligang was appointed on 18 December 2009

(viii)  Ms. Zheng Ke Wen was appointed on 22 December 2009

(ix)  Mr. Chang Kin Man resigned on 30 December 2009
(x) Mr. Ip Wing Lun resigned on 24 December 2009
(xi)  Mr. Yin Guohui was appointed on 22 December 2009

(xii)  Ms. Zhang Wei was appointed on 24 December 2009

(xiii)  Mr. Wong Tik Tung was appointed on 30 December 2009

(xii)
(xiii)

YHR=ZTTZNF+=A—HEIE
HEREER_STNFEF+ A+ \BE
F1{T
FUMAEER-_ZTEAF+_A+/\BE
= (E
BRYZTRZTENF+=_A=+=H
EEE

BREREAER _TTNF+_A=1+HB#&
BE

EXRREER _ZZAF+_A=-+TAH
BH(E
BEEBEBEER-_TEZTNF+_A=+=H
BEE
REZTHR-_ZTETNF+-_A=F+TBEE
F{T
EHRREER-_ZZNF+_A=+HE
= (E
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13.

14.

E—FFFT_HA=+—HIFFE

DIRECTORS’ REMUNERATION (continued)

None of the directors waived or agreed to waive any
emoluments during the year ended 31 December 2010
(2009: Nil). No emoluments were paid by the Company to
the directors as an inducement to join or upon joining the
Company or as compensation for loss of office during the
year ended 31 December 2010 (2009: Nil).

INDIVIDUALS WITH HIGHEST
EMOLUMENTS

Of the five individuals with the highest emoluments in the
Group, one (2009: one) was directors of the Company
whose emoluments are included in the disclosures in Note

13.

14.

BECHME (2

—ZEFE+_A=+—HLEFE #

U MALTEH
—) BARRARIES HF
139 FE o Hermfz (=

ﬁé%ﬁ’a”&&ﬁtﬁ%ﬂﬂfﬂ@ﬂ@ (ZFFN
FIE)BE_T-ZTF+-_A=+—H
FE ARARERAES N EAMEIE
AR INE AR A2 R - K fE
REBEIZHEE(ZZTNF |-

REHMAL

—f(ZFZA

B A _E BT 5E

TTNF O AL

13 above. The emoluments of the remaining four (2009: ZFBERT
four) individuals were as follows:
2010 2009
—®-BF -"TThE
HK$'000 HK$000
FET FET
Wages and salaries and other benefits TENEFUAKEMER 3,670 5,263
Pension fund contributions BRIRE R 31 35
3,701 5,298
Their emoluments were within the following bands H BN T 5 & F
2010 2009
—2-8% -TThF
No. of No. of
employees employees
EEAZ ESNE
Nil to HK$1,000,000 2= %1,000,0007%8 JT 3 2
HK$1,000,001 to HK$ 1,500,000 1,000,001/ 7T £ 1,500,0007% 7T 1 2
4 4
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15. PROPERTY, PLANT AND EQUIPMENT

15. ME¥E - -BERRE

The Group KE
Leasehold Furniture Motor
improvements  and fixtures vehicles Total
HEMERE HKRREE AE R
HK$000 HK$°000 HK$°000 HK$'000
FET FET FET FET
Cost: AN
At 1 January 2009 R_ZEZNF—A—H 23,145 11,885 1,099 36,129
Additions NE - 174 = 174
Disposals and write off & K e = = (1,099) (1,099)
Disposal of subsidiaries HE KB A A (12,113) (8,802) - (20,915)
At 31 December 2009 RZTENF
+-F=+—8” 11,032 3,257 - 14,289
Additions NE = 74 = 74
Disposal of subsidiaries HEH B F (7,878) (2,132) = (10,010)
At 31 December 2010 RZZE—FF
+-F=+—8” 3,154 1,199 = 4,353
Accumulated depreciation: 2 E:
At 1 January 2009 RZEEZNF—F—H 13,043 6,910 694 20,647
Charge for the year AEEER 1,854 967 140 2,961
Disposals and write off & K8 = = (834) (834)
Disposal of subsidiaries HEH B F (5,397) (5,706) = (11,103)
At 31 December 2009 RZTZNGF
+—-—B=+—H 9,500 2,171 - 11,671
Charge for the year AEEER 437 248 = 685
Disposal of subsidiaries & KB A A (7,626) (1,714) = (9,340)
R-ZT—FF
At 31 December 2010 +-A=+—H 2,311 705 = 3,016
Carrying amount: BREE
At 31 December 2010 RZE—FF
+-F=+—8” 843 494 = 1,337
At 31 December 2009 R-ZZTNE
+-F=+—H” 1,532 1,086 - 2,618
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16. INTERESTS IN SUBSIDIARIES 16. RfB ARz =S
The Company
¥ NN
2010 2009
—E-=F —EThF
HKS$'000 HK$°000
FET FET
Unlisted shares, at cost FE LR - AR 192,400 192,400
Amounts due from subsidiaries S NE S 322,062 320,607
514,462 513,007
Less: Impairment loss R E E R (514,444) (512,166)
18 841
Amounts due from subsidiaries are unsecured, interest free FEMIBARRIEEER 28 BEHE
and in substance a part of the Company’s interests in the FARRRRMB ARz s (AN EEEE
subsidiaries in the form of quasi-equity loans. FER) 2 —Hp1n°
The Directors assessed that only a portion of the amounts ERTMEE D R E A R FRIATE B ]
due from subsidiaries is expected to be recoverable. Wl o A - BE IR AR IR o

Consequently, a provision for impairment loss was made.
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16. INTERESTS IN SUBSIDIARIES (Continued) 16. RHIE AT 2w (#)
Details of the Company’s principal subsidiaries as at 31 RARABIRZZE—ZTF+_A=+—Hz*x
December 2010 are as follows: EMBEARFERT
Country/
Form of place of Country/ Issued and
business incorporation/  place of Principal fully paid Percentage of
Name structure establishment operation activities share capital interests held
B
EELE RIER KEERS ERITR
RNEERE i Hb B b B FTEXH BERE BERBZAEDL
Directly  Indirectly
E# &
China Energy Resources  Limited liability ~ Hong Kong Hong Kong Investment Holding ~ Ordinary share 100% -
Holdings Ltd company HK$1
FEERERERAR  ARAA B B REZKR Epl
1T
Hon Po (China) Catering  Limited liability ~ Hong Kong Hong Kong Sourcing business  Ordinary shares - 100%
Management Limited company HK$10,000
EE (PE)HRERE ARAF B EE REEHB LAk
RAa 10,0007 ¢
Hon Po International Limited liability ~ British Virgin Hong Kong Investment and Ordinary shares 100% =
Limited company Islands intellectual US$151
property holding
EERRARRA ARRA EERAHE Bt REERR EER
RAMBER 151%7T
Ocean Grace Limited liability ~ Hong Kong Hong Kong Operation of a Ordinary shares - 100%
Investments Limited company Chinese Restaurant ~ HK$2
EAREBRAA AR AT B B meRng Epl

17.

80

RENTAL DEPOSITS AND OTHER DEPOSITS
— THE GROUP AND COMPANY

These represent rental deposits paid for the restaurants of
HK$916,000 (2009: HK$4,505,000) and utilities deposits
of HK$258,000 (2009: HK$888,000). The fair values of
rental deposits and other deposits at 31 December 2010
and 2009 approximate their carrying amounts.

17.

2B

HeERERAMTE - ZEEK
AT

ZETIERBEERTT 2916,0008 T (=
T TN F:4,505,0008 ) 2 HE RS K
258,000/ 7T ( — = & f1.4F : 888,000/ 7T )
ZAAEZMIES HeRe REMIER =
T—ZTER_FTHhF+_A=+—HZ
AT EEEEEMERES-
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18. DEPOSITS FOR ACQUISITION OF A 18. WIE—RIMEB AR ZF £

SUBSIDIARY

On 22 January 2009, the Company, Totalbuild Investments
Holdings Group Limited (“the Vendor”, previously known
as “Totalbuild Limited”), Mr. Wang Guoju, as guarantor
for the Vendor, China Era Energy Power Investment (Hong
Kong) Limited (“China Era”), as a guarantor for the
Vendor, entered into the agreement (“the Agreement”) in
relation to proposed acquisition of 100% equity interest
in the Totalbuild Investments Group (Hong Kong) Limited
(“Totalbuild Investments”, previously known as “Zhong
Guo Nian Dai Energy Investment (Hong Kong) Limited"”).
Totalbuild Investments holds the entire issued share
capital of China Era which has entered into the petroleum
contract in relation to the drilling, exploration and
exploitation of oil and natural gas from the site located
at North Kashi Block, Tarim Basin in the People’s Republic
of China. The Company paid the refundable deposits
amounted to HK$804,000,000 (2009: HK$445,000,000)
to China Era during the year, and part of which has been
utilised by China Era as working capital.

As a security for the refundable deposits paid, Mr. Wang
Guoju, the beneficial owner of the Vendor, has executed
a share charge over the entire issued share capital of
the Vendor in favour of the Company. Under the share
charge, in the event that the Vendor defaults in return
of the deposits, the Company is entitled to exercise all
rights and enjoy all benefits attached to the shares of the
Vendor including without limitation, the sale or disposal
of the entire issued shares of the Vendor, proceeds of
which may be applied in or towards the discharge of the
obligation on the part of the Vendor to return the deposits
to the Company in full. The Directors are of the view that
the value of the entire issued shares of the Vendor which
owns the Target Group will not be less than the amount
of the refundable deposit. The Directors believe that such
security is sufficient given the security mechanism put in
place. If the above security is insufficient to recover the full
amount of the Deposit, the Company will have to resort
to obtaining payment directly from or taking legal action
against the Vendor under the Agreement.

R-ZZEZAFE—F -+ =—H ARQaE - HAl
WEERBRAR ([EH] i [#elg
RAaall) FEHELRE (ERE R ZER
N EFEFRER(BB)BRAE ([F
BIERER]) (ERERZERA)FIMLE
& ([ZBaE]) WE A B2 WU 2 Al
EEB(BEB)ARAR ([FEAKEE] Al
7 [Zhong Guo Nian Dai Energy Investment
(Hong Kong) Limited | ) 2 2 3RS #E - 2L A%
BERFAEREFRERE2IE TR M
BFEREREFTILABEE  NABRESR
= AR MR 4L & SRR - B &
BRARRAR -FARN AABEEFBEFNR
Bt JR 32 1+ AT 3R 18 5] £804,000,000/% 7T ( =
T F 11, 4F : 445,000,0007 7T ) * F BIF R EE
BRERZRIBL —BoRAIEEEES -

EREXNARETEZER THERLE
(BEHZ2BEaBA N ERARBIRIEN 2
BB BEITARAN Z B A - RIRA D AR -
HWEDRBRER ARRAITEETK
DA 2 RAERNRFEEZ A 8
BRETENHEXHEE N Z22HEHITR
0 MEMSKANBRIERERET R
ARBBHBEREBECZEE -EERR B
7 (EERERLAR)RHMEBETRY 2EE
TEERARERCZEE - BEFME £
RERBEREES] BEZIBERRZEHH -
RIBEZ W W DA ERARRARETE 2
BEE NARKEERRAET S RERK
REUEARITE -
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18. DEPOSITS FOR ACQUISITION OF A
SUBSIDIARY (Continued)

The carrying amounts of the refundable deposits
approximate their fair values. Subsequent to the year
ended 31 December 2010, the proposed acquisition is
completed. Details are shown in note 36.

19. DEFERRED TAXATION

(@) The components of deferred tax (assets)/liabilities in

18. WIE—RIMEB AR ZE € (&)

AEETS Y EEEREATBEMLS R
BE—T-TE+-A-+—RAIEEE:
FH IS B S ST o SEIB TR M 536 o

19. IEIEF 18

(a) MEEMBRRKRZELEHRRA (BE)

the consolidated statement of financial position are S BEHEKIBHIAT
as follows:
Accelerated
depreciation Tax
Deferred tax (assets)/ EEBE (EE), allowances losses Total
liabilities arising from: BEEEEH: IETERE HIEBIE wmE
HK$000 HK$000 HK$'000
FHET TFHET TF#ET
At 1 31 December 2008 RZZZENEF
+=-—RA=+—H 645 (515) 130
Disposal of subsidiaries & BB A A 77) - (77)
At 31 December 2009 and RZZZENF+ZA
31 December 2010 =t+—HK
—E-FF+_H
=F=E 568 (515) 53

(b) Deferred tax assets not recognised

In accordance with the accounting policy set out in
Note 4(i), the Group has not recognised deferred
tax assets in respect of cumulative tax losses of
HK$5,477,881 (2009: HK$5,591,614) as it is not
probable that future taxable profits against which
the losses can be utilised will be available in the
relevant tax jurisdiction of the entity. The tax losses
will not expire under the current tax legislation.

82

(b) ARERELEHEEE

BB T4 TS 2 25TEBGR A& E
3 4 Bk 25T A 18 B3 185,477,881 T
—ZETNF:5,591,614870) BRI
LEMIBEE REANER BB
HAAER T KA EB Al B A2 S
B2 AR RERT R F] o BIBRITROE -
RIBEES T EH -
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—E—FEFL AT —HIFFE

20. INVENTORIES 20. &
The Group
REH
2010 2009
—E-ZF —ETNF
HK$°000 HK$'000
FET FET
Food and beverages B kst 5,516 4,707

21.

At 31 December 2010 and 2009, all inventories were
carried at cost.

TRADE RECEIVABLES

Customers are usually offered a credit period ranging
from one to three months. An ageing analysis of trade
receivables as at 31 December 2010 and 2009 is as
follows:

RZE—ZFR _FEZENF+_A=+—
B FIEGFEZRKATER-

21. FEWARRK
EF—RESZIEENA—E=AATES-

R EFER_TTENFF+_A=+—
B2 EWRERE D AT a0 T

The Group
KEE

2010 2009
—E-EF —EENF
HKS$'000 HK$'000
FET FET
Current to 3 months BNEAZE =& A 41 325
Over 1 year —F - 44
41 369

All trade receivables are neither individually nor collectively
considered to be impaired as there was no recent history
of default and relate to a number of independent
customers that have a good track record with the Group.
Based on past experience, management believes that no
impairment allowance is necessary in respect of these
balances as there has not been a significant change in
credit quality and the balances are still considered fully
recoverable. The Group does not hold any collateral over
these balances.

The carrying amounts of trade receivables of the Group
and the Company approximate their fair values.

P BRI R B EE R R R E EA
TRE BEHREAKEZBIYEFZHE
REFEFCER BT Y | R L8k B - 1R
BRERR BEEREEANZFEHRIF
HRERE REAREERELESAEL
KA SRR R A BRI E - AEEY
B EERFATAERR-

AEBRARBEREERZ FEEEAER
FEERE-
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22. FINANCIAL ASSETS HELD FOR TRADING 22. FIEEECEMEE
Group and Company
AEERAEADF
2010 2009
—E-EF —ETNEF
HKS$'000 HK$'000
FET FET
Trading securities listed in Hong Kong, REBLMCEERS
at market value EminEE 29,486 47,161
Cash balance in a security account BHERPR AR 191 2,244
29,677 49,405
23. OTHER RECEIVABLES, DEPOSITS AND 23. At B TE AT & R AN KA
PREPAYMENTS
The Group
rEE
2010 2009
—E-EF —EENF
HK$'000 HK$ 000
FET FET
Other receivables, deposits and prepayments — H o fJEUGRIA - 5] & M FE (T 5178 45,089 107,792
Refundable deposits AREE &
— Mr. Wang Jianguo (note) - ERB % E (A7) 20,725 20,725
65,814 128,517
Less: Provision for impairment of B ARE R 2 R E RS
refundable deposit (18,239) (15,544)
47,575 112,973
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23.

SE-EFI A=t AULFE

OTHER RECEIVABLES, DEPOSITS AND
PREPAYMENTS (Continued)

Note:

On 24 September 2007, Mr. Wang lJianguo (Mr. Wang), an
independent third party and Joy Even International Limited (the
“Joy Even”), a wholly owend subsidiary of the Company, entered
into the agreement in relation to the proposed acquisition of
the 51% equity interest in each of the target companies, Bu Tuo
County Wu Zhou Minerals Limited Liability Company (17 #i 5%
AMBEEREMAR)and Hui Li County Wan Feng Mining
Limited Liability Company (B S ELEXEREERA)
of an aggregate consideration of RMB498 million (equivalent
of HK$516 million) (the “Agreement”). Both companies are
limited liability companies established in the PRC. The principal
activities of both companies are in the development of mines
in the PRC. A refundable deposit of HK$20,725,000 was paid
(equivalent to RMB20,000,000) to Wang Jian Guo upon signing
of the agreement. On 31 July 2008, the Company executed
the Deed of termination regarding the proposed acquisitions,
whereby subject to the return of the refundable deposit, both
parties shall be released and discharged from their respective
obligations under the Agreement. As at 31 December 2010, the
management has assessed the recoverability of this refundable
deposits and a provision for impairment of HK$2,695,000 (2009:
HK$10,363,000) is charged to profit or loss for the year.

The litigation proceeding initiated by Joy Even, as plaintiff against
Mr. Wang as defendant in the High Court of Hong Kong on 10
March 2011. The plaintiff’s claim against the defendant is for (i)
RMB22,723,287 or the Hong Kong dollar equivalent at the time
of payment (as to RMB20,000,000 being principal sum and as
to RMB2,723,287 being agreed interest) being the amount due
under an agreement in writing and signed between the plaintiff
and the defendant on 4 September 2010; (ii) interest on the
said principal sum of RMB20,000,000 or the Hong Kong dollar
equivalent at the time of payment at such rate and for such
period as this Honourable Court shall deem fit and just pursuant
to Sections 48 and 49 of the High Court Ordinance, Cap.4 of the
Laws of Hong Kong; (iii) costs; and (vi) further and/or other relief.

23.

Htt BURTE ST & R AN RE

(%)
gz

RN_ZEELFENAA-_+WB TERLE(E
fE) (BuFE=7)EEIEER AR QA ([1E
JE]) (RARIZZ2EMB AR % ([
#) AR EBESWEEIZARMESAMNGE
EERECAFRLEESZELRBRERREMTLAR
FBZ51%5 % - BRE A/ AKK498,000,0007T
(#8555 12516,000,000/8 7T ) ° MR A1 ARAH
A2 BIRAE  EBEEBH AR ERERES -
AEEERR HEERTERLE SN TRE
5] 420,725,000/% 7T (#H%E 7 A K #20,000,000
L) cRZEENFELA=+—H ARQaIERIH
REZWESEZRIERE  Fit ARE AR
Bile -EFRREARBHRCET- R —
TEF+_A=+—H BEECFGHEAET S
2 T W B A2 E R A AN 4F 2 18 25 40 B Ol 1B 9
2,695,000/ 7T (ZZ T N4 : 10,363,000/ 7T) ©

R-ZT——F=A+H HIEEAERSEA)
REBSEEARATEE (EAREA)RS
FAREAEHNMBAZBRAODIFERA
R¥22,723287 Tk B TS5 (Ep AR
20,000,000t AAE TR ARY2,723,287T AR
EFE) BIREREABTNHARST—ZF
NAMBHEYZzE@m:E NZB S5 (i) bt
B R AR S 58 A R #20,000,0007T 8578 T S 58
ZHE  E B RN EEIRZ AR IRIE RS A G4
BEE A IENIE48 RANER BEBMALEE
(B A R(viE—F R H b E o
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24. LOAN RECEIVABLES

86

24. BWE R

The Group
rEE

2010 2009

—E-EF —ETNEF

HKS$'000 HK$'000

FET FETT

Loan receivables — unrelated parties (7) FEWER— EEEALT () 60,441 57,100
Less: Provision for impairment of B ERE R

loan receivables (8,500) -

51,941 57,100

Note:

(i) The balances represent loan receivables from independent
third parties, which was unsecured, interest-bearing at
0.5% to 1% per month and repayable within 1 year. Of
this amount, HK$37.1 million (2009: HK$33.1 million)
was loan receivable from SMI Publishing Group Limited,
a company listed on SEHK, but trading of this company’
shares was suspended from 28 April 2005 and up to the
date of this report. The loan receivable from SMI Publishing
Group Limited is secured by a personal guarantee of a third

party.

Another HK$23.3 million (2009: Nil) was loan receivable
from Birmingham International Holdings Limited, a
company listed on SEHK. The loan receivable from
Birmingham International Holdings Limited is unsecured.

As at 31 December 2010 and 2009, the repayment terms
of the loan receivables have been renegotiated and
therefore not considered past due. The maximum exposure
to credit risk at the reporting date is the carrying amounts
of loan receivables mentioned above.

The directors of the Company have reviewed the financial
position of the above parties and had taking into account
their financial position, their business developments and
other factors, and concluded that HK$8.5 million (2009:
Nil) provision for impairment of the loan receivables is
provided as at 31 December 2010.

The carrying value of this asset approximates its fair value
as at 31 December 2010 and 2009.

Wit

() ZEBEEEVBIE=FZER mMZE
FIBAEIRE - ZZA0SER1EFEREA
R—FAERE -ZEHREEF ' 37,100,000
Bt (ZZZ L4 £ 33,100,000/ 7T) & &
WEXLIREEARABIZER ZA A
REBERFAETAR R ZEZTAFMA
Z+N\BREERFREBH  ZARZRKRHD
EEEEE - EBREXZHREBEGR AR
ZERFA—RE=FHEAEREER-

574623,300,0008 C (ZEZNF:T) A
FEUERA M R BRIE AR B R A B (AR B 3 P
Emz AR 2ER - BRIERAHRKIER
BRARZERTERKIF -

R-B-—ZEER_TBRAF+A=+—
B EEER RIS & KRR #ult
TARRELBR RBREARZERSEE
Rk R bt ERE SR REE -

ARBEEERFT A EATZFBAR I
Bt REEZHEMRR EHEREKHEMBHA
= RAERERERR=_Z—ZF+=A
=+ — A& ELRER#S8,500,000%
T(ZZETNFE:FT) -

A
At

T-TER-FTFAFT-A=+-
EErFEERLATEERE-
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25. TRADE PAYABLES, OTHER PAYABLES 25. ENERF - EMEAFIE R ES

AND ACCRUALS

An ageing analysis of trade payables of the Group as at 31

December 2010 and 2009 is as follows:

FIE

=t —HZENRKEREDTOT

REBW -_ZE—ZBFR _TEZNF+ A

The Group
KEME
2010 2009
—EZE-=F —EThF
HK$'000 HK$000
FET FEL
Trade payables AT BRI
Current to 3 months BNEAZ= =& A 5,213 4,750
Over 1 year —F A E 2,946 2,946
Total trade payables FERTBR SR ABKE 8,159 7,696
Other payables and accruals E A FE S 5RIB R B R SRR 30,132 27,055
38,291 34,751

The carrying amounts of trade payables of the Group and

the Company approximate their fair value.

FEEREE-

AEERARBEMNERZEEEREZER
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26. AMOUNTS DUE FROM/TO RELATED 26. Y FERRIENTRE

COMPANIES
(@) Pursuant to section 161B of the Companies (@) MBIERRHEHIZE161BIE - IR % 51 B
Ordinance, the amounts disclosed hereunder ZEREEREKEE QR ZRE MK

AREFHBLRA 2 EERERHAE
B

represent amounts due from related companies
in which directors of certain subsidiaries of the
Company have held beneficial interests:

88

The Group AEE
Metropolis
Harbour
Name of Bestcase ~ Dragongem Jing Hua Twin Star  View Chinese
related companies Hong Kong  Development (Allied)  Investments Cuisine
BEARER Limited Limited Limited Limited Limited Total
BEEB  EZERER  RE(HA) BERE RRE
BRAR BRAR BRAR BRAR BRAR By
HK$ 000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT TAL FA FA TATT FATT
Balance &
At 31 December 2010 R-E-TF
+-RA=1—H 779 1,139 1,137 1,304 8,091 12,450
At 31 December 2009 RZZTNE
+-RA=1—-H 611 943 1,155 - - 2,709
Maximum outstanding during ~ ERREABESE
the year 779 1,139 1,155 1,304 8,091 12,468
The directors of certain subsidiaries of the Company $@ﬁ2%¥f9ﬁﬁ_ﬁ§?”ﬂqﬂ RBEER
who have held beneficial interests of Bestcase Hong BAERA "EZ???’*J?UHE’& AR
Kong Limited, Dragongem Development Limited, # (Ba ) ﬁﬁﬁﬁ ARERHBRA

Jing Hua (Allied) Limited, and Metropolis Harbour
View Chinese Cuisine Limited are namely Chan Nun
Chiu, Lim Mai Tak, Grace, Cheung To Seng, Ng Wing
Po and She Hing Chiu.

The directors of certain subsidiaries of the Company
who have held beneficial interests of Twin Star
Investments Limited are namely She Hing Chiu and
Cheung To Seng.

The amounts due from/to related companies are
unsecured, interest free and are repayable on
demand.

BEEniEms 2= AMRER 7(7F¥
mAREARKEMKREH-

ARAZETHBRAR S REER
EERAAFEESREZEFT /AR
B NoREE -

FEd e BEE X A
REREEREER-

REREEA
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27. SHARE CAPITAL 27. B
2010 2009
—E-EF —Z%
Number of Number of
shares Amount shares Amount
BAEE X PranEgE! T8
HK$000 HK$'000
FET FAET
Authorised: ETE

Ordinary shares of HK$0.05 each 7 — A —HBX(E0.05/5

At 1 January TR 10,000,000,000 500,000 10,000,000,000 500,000
Increase in authorized share capital 32 103% E A (A7)

(Note i) 15,000,000,000 750,000 - -
At 31 December W+=ZA=+—H 25,000,000,000 1,250,000  10,000,000,000 500,000
Issued and fully paid: BETRAR:

Ordinary shares of HK$0.05 each & RE(H0.05/7L.2

At 1 January LEBRN—A—H 3,628,680,000 181,434 3,023,900,000 151,195
Issue of shares for cash (Note /i) BIRMH AREUR &

(Hiatii) 725,000,000 36,250 604,780,000 30,239
At 31 December W+=ZA=+—H 4,353,680,000 217,684  3,628,680,000 181,434
Notes: Hiat -

On 3 December 2010, the Board proposed to increase
the authorized share capital of the Company from
HK$500,000,000 divided into 10,000,000,000 Shares
to HK$1,250,000,000 divided into 25,000,000,000
Shares of HK$0.05 each by the creation of additional
15,000,000,000 Shares. The Capital Increase was passed
by the Shareholders at the EGM on 20 December 2010.
Details of information were set out in the Company’s
circular and announcement dated on 3 December 2010
and 20 December 2010.

On 22 February 2010, the Company raised approximately
HK$317,905,000, after expenses by issuing 725,000,000
shares by placements at subscription prices of HK$0.45
each to provide additional working capital of the
Group, resulting in additional amount of approximately
HK$36,250,000 and HK$281,655,000 (net of expenses
HK$8,345,000) standing in the share capital and share
premium account respectively. All shares issued by the
Company rank pari passu with the then existing shares in
all respects.

R-_ZE—ZFE+_HA=H B=g
%12 %15,000,000,0000% A% 15
#AN A & AT R A #H500,000,000
BT A 10,000,000,0008% B% 1
# H1%1,250,000,000/8 LI 5 A
25,000,000,0000% & % M {&0.057% T 2
BHtE MEAER=ZZ—ZTF+=A
“tHZBREERNAS FEREEAE-
HAERHRARRAHAE-_T—TF
+—A=Bz@AEKR T —FTF+_A
—t+BZ Affic

RZE—ZEF-_A=-_+=-H AA7A
BRI S S N IRREESR.45
7 JT 3£ 17725,000,0000% I& 15 &£ & 49
317,905,000/ 7T (FIBRFAZ1&) A A
AEEREBEIINEEES RERSE
K B& 15 4 B BR 9 Bl 4% hn 936,250,000
7 7T }2281,655,000/% T (K X
8,345,000/8 L) - AR RIEITZ AT A K
PESHTHAEERRERNDEZERSHE

8o
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28. SHARE OPTION SCHEME

90

Under the terms of the share option scheme (the
“Scheme”) adopted conditionally by the Company on 28
January 2002 and amendments on 2 November 2006, the
board of directors of the Company may, at its discretion,
grant options to the directors, employees and consultants
of the Company and its subsidiaries to subscribe for shares
of the Company.

The maximum number of unexercised share options
currently permitted to be granted under the Scheme is an
amount equivalent, upon their exercise, to 30% of the
shares of the Company in issue at any time. Any further
grant of share options in excess of this limit is subject to
shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or any of their
associates are subject to approval in advance by the
independent non-executive directors. In addition, any
share option granted to a substantial shareholder or an
independent non-executive director of the Company, or
to any of their associates, in excess of 0.1% of the shares
of the Company in issue at any time or with an aggregate
value (based on the price of the Company’s shares at the
date of the grant) in excess of HK$5 million, within 12
months period, are subject to shareholders’ approval in
advance in a general meeting.

An option may be exercised in accordance with the terms
of the Scheme at any time during the period commencing
immediately after the date on which the option is deemed
to be granted and accepted and expiring on a date to
be notified by the directors to each grantee which shall
not be more than 10 years from the date on which the
option is deemed to be granted and accepted. According
to the Scheme, there is no provision requiring a minimum
holding period before an option may be exercised. A
nominal consideration of HK$1 is payable on acceptance
on grant of an option under the Scheme.

The exercise price of the share options is determinable by
the directors, but may not be less than the higher of (i)
the Stock Exchange closing price of the Company’s shares
on the date of grant of the share options; (ii) the average
Stock Exchange closing price of the Company’s shares for
the five trading days immediately preceding the date of
the grant; and (iii) the nominal value of the Company's
shares.

28. IBIRETTE

BEARNGR-_ZEZE_F—H_-+/\HE
IR 2 BB AT 8] (3% 5T 81 ) &3 &
NR-_BERE+—AZBEEZEBE AR
REBEGAMNBERAARREBARZ
B2 BEERBREREBEREARBEAQF
2D e

RIBZFABARBARITAR T ZRITER
Bz ERBEFRANZFEREETRE
B AR R B R 2 TR Z230% °
EABEN ERE - FREZBRENKEA
RIRRAE LSRR E -

RYIARAIESE THRESKEBRENRE
FABMEAT 2EBRENBESLESIE L
JEITEE 2 HUOE AN EAE+ =@ A
ARFARGBEERENBEIIERNITES
HHEHTMBEA T ZERE NBBEAQ
AR B 31T 10 20.1% sk B E 38
5,000,000/ 2 & fh (EFEE BHZ AR
AR ERTE) BELRBREANTIESRK
LA -

EREBERENSEREMREAZBESE
ERAMBZARABRES B2 AR TR
RRAZaT 8 2 IR BB 1T R BB R - % BRHF
BB B MR E A Z BT
BB F - RIBEZAT 8 TTEBAREAL
BREFEHIHRTE REZFEZHEH
ZEEEND ZRBARERVET

BRETEESHRESET ETEIRT
SI=Fz&mE BN E L EREZ B
RFFTRA R RIBAD 2 W (B : (NEEFEH
BREZ BRI AER S BB AT HRA R A
Befn 2 F R E  Ri)ANRBRMHEE -
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28. SHARE OPTION SCHEME (continuea)

Share options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.

No shares were granted and exercised during the year
ended 31 December 2009 and 2010.

. BIRAESTE ()
A M T H R AR B R
RAE LREZER -

BE_ZTTNFR_TTF+_A=1—
EJJ:EE I?ﬁii‘iﬂj&fﬂfﬁﬁﬂﬂiéf’

29. RESERVES 29. f#1&
The company b /NI |
Issued  Contributed Share  Accumulated
capital surplus premium losses Total
BRIRE BHRKER R R E 2 ER BE
HK$ 000 HK$000 HK$ 000 HK$ 000 HK$ 000
FHET FET FET FET FET
Note (3) Note (b)
Hit(a) Hiit)
Balance at 1 January 2009 RZFFNF-R-RZEH 151,195 91,349 653,418 (461,417) 434,545
Total comprehensive income for the year AEREENERE - - - (12,476) (12,476)
Issue of share capital (Note 27) ITRA (He227) 30,239 - 199,728 - 229,967
Balance at 31 December 2009 R-FENE
TZA=T-Rz&# 181,434 91,349 853,146 (473,893) 652,036
Total comprehensive income for the year AEEE2ENERE - - - (59,071) (59,071)
Issue of share capital (Note 27) BRA (H227) 36,250 = 281,655 = 317,905
Balance at 31 December 2010 RZF-FF
TZAZT-Bz&#% 217,684 91,349 1,134,801 (532,964) 910,870

(@)  The contributed surplus represents the difference between
the nominal value of the shares of the Company issued in
exchange for the issued share capital of the subsidiaries
and the value of the underlying assets of the subsidiaries
pursuant to the Group Reorganisation on 17 January 2002.

(b)  Under the Companies Law of the Cayman Islands, the
share premium account is distributable to the shareholders
of the Company under certain circumstances. It represents
the excess of the nominal value of shares issued by the
Company.

() EBBRARSKDRE_FTT_F—-—A++
HARSESHAR ARKBRIBARZE
BATRRON T B 1T 2 AR B Bt 2 T B K B
BRBIZHEBEEEMEZEZR

(b) REFRSEHEAREZRE BMORERE
ETHERTAI DK T AR E R 10 %
BIEBEARRERITRMOEE -
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30. COMMITMENTS

92

(a)

(b)

Operating lease commitments

The Group leases certain of its restaurants, staff
quarters, offices and warehouses under non-
cancellable operating lease arrangements with
remaining lease terms ranging from one to five
years. At 31 December 2010, the Group had
total future minimum lease payments under non-
cancellable operating leases falling due as follows:

30. &iE

(a)

REREERE

AEERBETAIRELEROLYE
RETHEER BIBES HAERR
B AR E2RAFI EF-R_Z-F
F+-A=+t—B AEERERT
SIFEHIBIE 2 PRIEARER N 2R
RENRERSAER:

2010 2009
—ZE-ZF —ETNF
HK$'000 HK$'000
FETT FET
Within one year R—FR 4,234 9,501
In the second to fifth years, inclusive 5 —FZFFHF
(BEEREMS) 698 =
4,932 9,501
Capital commitments (b) EREE
As at 31 December 2010 and 2009, neither RZE—ZEFR_ZFTETNF+=A

the Group nor the Company had any capital
commitment.

:+ B AEB KRR G ETMA
B AN -
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31.

E—FFFT_HA=+—HIFFE

RELATED PARTY TRANSACTIONS

Transactions between the Company and its subsidiaries,
which are related parties of the Company, have been
eliminated on consolidation and are not disclosed in this
note. Details of transactions between the Group and other
related parties are disclosed below. During the year and
in the ordinary course of business, the Group had the
following material transactions with related parties which
are not members of the Group:

Key management personnel remuneration

Remuneration for key management personnel of the
Group, including amounts paid to the Company's directors
as disclosed in Note 13 to the consolidated financial
statements.

31.

BEALRS

AABEEBRARFIBEALTZHBER
AETZRZERGAKRERHHE  WER
A ERE AEBEEEMEEATETL
REFABEBENT - FARRAKEZBE
EBiET  AREEFAKEKEARZ
BEALTBATERRS

TEEBAEME

HTAEETEEEABZME (BERAX
NAEEI N 28 ) WERGE P FREK
FEEE13 ©

2010 2009
—E-2F —ETNF
HK$'000 HK$'000
FET FHETT
Rental expenses paid to related companies B 1 BE 2 A& FH X
(note(i) (Ktaz()) 4,160 3,680
Interest income from a related party A B 8 A = W ER 2 A1 B A
(notes (iii) and (iv)) (HTEEi) % (v)) - 188
Sales of food to related companies MEEQREER M
(note(ii) (B a2(i)) 19,377 8,333

(i)  The rental expenses were paid to:

(@) N.W.P. Investments Limited (“N.W.P.
Investments”), which is controlled indirectly
by a discretionary trust of which Mr. Ng
Wing Po’s wife and certain of his children are
beneficiaries. Mr. Ng is a director of certain
subsidiaries of the Company and a director
of N.W.P. Investment. The rental expenses
were based on the agreement signed with the
Group.

(b) Hon Po Investment Limited of which directors
of certain subsidiaries of the Company have a
beneficial interest. The rental expenses were
based on the tenancy agreements signed with
the Group.

) HERXINT:

(@ XEEBEEARQE ([XOEK
BDBHRKEEEZETFRE
Tra/RBm A2 EERRE
2l REER/ARBE THE
RAEAZEF UR/KEREZE
Fo fﬂ%?ﬁi?ﬂﬁﬁ%éﬁiﬂ?%@%
ReIZW#TE

() ZEEREARAR AXREE

THBARCEEHEERE
o M E X IREEARSE B
R ZHEHREAHE -
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31. RELATED PARTY TRANSACTIONS
(Continued)

(ii)

94

The Group has the sales transactions with the
following related companies during the year ended

31. BEAXTRF (%)

(ii)

BE_Z-ZER_ZTZThE+_A
=t+—HIEFE AEBELET5IRS

31 December 2010 and 2009. BALTETHER S
2010 2009
—E-ZF —EThF
HK$'000 HK$'000
FET FHET
Bestcase Hong Kong Limited BEABBRAR 3,084 1,497
Dragongem Development Limited EBZEERARAF 5,840 3,598
Jing Hua (Allied) Limited RE (BE)BRAT 6,167 3,238
Twin Star Investments Limited SEERERERAA 2,258 =

Metropolis Harbour View Chinese SIREF AR A A

Cuisine Limited 2,028 -
19,377 8,333

As stated in note 32, Metropolis Harbour View
Chinese Cuisine Limited (“the Disposal Company”)
was the subsidiary of the Group until on 9
September 2010, the date of disposal, the Disposal
Company is disposed to Speedy Fortune Limited
of which directors of certain subsidiaries of the
Company have a beneficial interest. After the date
of disposal, the Disposal Company is the related
company of the Group (Note 26).

As stated in note 26, directors of certain subsidiaries
of the Company have a beneficial interest in Twin
Star Investments Limited. As a result, the company is
the related company of the Group.

HMANK 32T RIRFBR QA
(THERRNEZEZZ-—ZFNAN
B(HERH) ALEAAEEZHBLR
Al HERARJIHETRERRAR
ZABHARRETHEBRBCES
BREBEmfEm NHERHK HEA
ARAEEZBERR (fi726)

AP EE26F7 3 - AR EE T HE A
ACEENEEREARAAHERE
migm Al RARAAEEZBEE

NGIK
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31. RELATED PARTY TRANSACTIONS
(Continued)

(iii)

(iv)

During the year ended 31 December 2008,
the Group advanced the unsecured loans of
HK$10,000,000 with the interest charges of 12%
per annum and repayable within 1 year to China
Water Industry Group Limited (“China Water")
of which Chang Kin Man, the independent
non-executive director of the Company, is the
independent non-executive director of the China
Water. The loan has been fully repaid in 2009.

During the year ended 31 December 2009, the
Group advanced the unsecured loans of HK$
9,109,000 with the interest charges range from 6%
to 12% per annum to Birmingham International
Holdings Limited (“Birmingham”) of which Ip Wing
Lun and Chang Kin Man, the independent non-
executive directors of the Company, resigned on 24
December 2009 and 30 December 2009 respectively,
are the executive directors of the Birmingham and
Chan Wai Keung, the executive director of the
Company, resigned on 1 October 2009, is the non-
executive director of the Birmingham. These loans
have been fully repaid in 2009.

31. BEAXTRF (%)

(iii)

(iv)

 E_EEN\Ft+=-_A=+—H81
FE-AEHERTPHEKEEEER
AR ([FBKE])SBNEETER
10,000,000/ 7T * #& & F 122 UK BUF|
B AR —FRIEE - A QT B IEH
TEEBMERATBEKEZBEIIEHN
TEE-ZBEERER_ZTETNES
HEE-

BHE - ZTZTAF+_A=+—H81t
FE - AEBEMEEHIRIZERE
RAaE ([1EAS]) B EEBE R
9,109,000 Tt ' L F F6EE12[E
BAE - RZZEZEAF+=ZA=+MH
BER=ZEZTAF+-_A=+HiEE
FEZARRBBILIERITESE X B R
HERAHEPH 2HITEE K-
ENF+A—BEEZARRNITE
EMRERBEARBZIENTEE -2

FEFER_ZZENFEHEE-

95



CHINA ENERGY DEVELOPMENT HOLDINGS LIMITED A B g2 )R F 25 1= i B PR A 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ak 3 S 05 o B ik

For the year ended 31 December 2010
BE_ZE—FFEF_H=1+—HIFE

32. DISPOSAL OF SUBSIDIARIES

32. HEHNE QA

On 9 September 2010, the Group disposed of its RZEBE—ZFAANA AEERAKEBR
subsidiary, namely Metropolis Harbour View Chinese ARAHEEWNBARIRARHERAG AR
Cuisine Limited to Speedy Fortune Limited of which AETHEARZEETNZARFHREE
directors of certain subsidiaries of the Company have the AR o

beneficial interests.

The net assets of the disposed subsidiary at the date of ZWEERBARIRNEE AR 2 EEFE

disposal were as follows:

Year ended 31 December 2010

mF :

BE-_E—-ZTf+-_A=+—HIEE

HK$000 HK$'000
FHET FHEIT
Assets disposed of: EHEEE:
Property, plant and equipment EN S 670
Rental deposits and other deposits HedlehHEMET® 4,608
Inventories &8 265
Trade receivables JE W BR 3R ‘ 77
Other receivables, deposits and Hth e Y RIE 5T 8 K
prepayments TE K IE 2,177
Bank balances and cash RITHEBRERE 3,209
11,006
Liabilities disposed of: EHEAE:
Trade payables &~ BRFK (285)
Other payables and accruals H Ath B S 2RI8 K JE ST R IR (6,369)
Amounts due to a related company FEN — R BE R RIFKIA (7,699)
Bank loans IRITER (2,000)
Provision for long service payments REARR 7% & Hi (98)
(16,451)
Net liabilities BEFE (5,445)
Satisfied by: AT A AT
Total consideration BRE (4,410)
Gain on disposal of a subsidiary HE—RBAR z ks (9,855)
Net cash inflow arising on disposal: HEELECRSRMASE:
Cash consideration received BB 2B RE 4,410
Bank balances and cash disposed off EHERTESRIES (3,209)
1,201
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32. DISPOSAL OF SUBSIDIARIES (Continued)

On 3 July 2009, the Group disposed of its subsidiaries,
namely Bestcase Hong Kong Limited, Dragongem
Resources Holdings Limited and Jing Hua (Allied) Limited
to Speedy Fortune Limited of which directors of certain
subsidiaries of the Company have the beneficial interests.

The net assets of those disposed subsidiaries at the date of

disposal were as follows:

Year ended 31 December 2009

32.

HEKNB2R (#)

775

puii]

R_ZTEBNFLH=R" $‘§lﬁﬁkﬁﬁﬁﬁ
RAHEEMBARAERTBERA
BEZEERARD T&?ﬁé(ﬂﬁ"/—\)*ﬁﬁﬁ"

B ARBETHBRARZEENZEAF
A B

BT

BE-ZEZENE+-A=1+—HILEE

HK$'000 HK$000
FEL FETL
Assets disposed of: EHEEE:
Property, plant and equipment EN S 9,812
Rental deposits and other deposits HedlehHEMETE 5,428
Inventories FE 1,013
Trade receivables JE Y2 BR 3K 332
Other receivables, deposits and ﬁﬁﬁﬁguﬁlm ElE K
prepayments AN 932
Tax recoverable EHQ@@EEIE\ 327
Bank balances and cash RITHEBRRIRS 6,019
23,863
Liabilities disposed of: EHERE:
Trade payables FE S BR K (7,047)
Other payables and accruals H b B S 5RI8 K FE ST R IR (8,241)
Amounts due to a related company FET — R E R R RIE (1,205)
Deferred tax liabilities RERIBEEE (77)
Provision for long service payments RERBE B E (646)
(17,216)
Net assets BEFE 6,647
Satisfied by: ATH A XA
Total consideration BRAE (9,031)
Gain on disposal of subsidiaries BB AR 2 s (2,384)
Net cash inflow arising on disposal: HEELECRESMASE:
Cash consideration received BUWE 2B S RE 9,031
Bank balances and cash disposed off BEHERITESRNES (6,019)
3,012
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33.

34.

98

SE-EFI A=t AULFE

CAPITAL RISK MANAGEMENT

The Group's objectives when managing capital are:

- To safeguard the Group’s ability to continue as
a going concern, so that it continues to provide
returns for shareholders and benefits for other
stakeholders;

- To support the Group's stability and growth; and

- To provide capital for the purpose of strengthening
the Group’s risk management capability.

The Group actively and regularly reviews and manages its
capital structure to ensure optimal capital structure and
shareholder returns, taking into consideration the future
capital requirements of the Group and capital efficiency,
prevailing and projected profitability, projected operating
cash flows, projected capital expenditures and projected
strategic investment opportunities. The Group has not
adopted any formal dividend policy.

FINANCIAL RISK MANAGEMENT

Exposure to credit, liquidity, interest rate and currency risks
arises in the normal course of the Group’s business. The
Group is also exposed to equity price risk arising from its
equity investments in other entities.

The main risks arising from the Groups’ financial
instruments in the normal course of the Group’s business
are credit risk, liquidity risk, interest rate risk, currency risk
and equity price risk.

33.

34.

EXREREE
AEBEHALY BEA

- REAKEHEFELE UE/ER
RE AR B A0 Bl 2K 2, K F

ol

- XHAREZREMMER: R

- RHEAUMBAKEZREREIEE
jjo

AEEEG N E RS RERLEARE
NHERIEBEARRE R IR O R - FLE AN
RELRBEROKEEBRAKEZARKE
EFEREARYE - RITRIER BN EE
BRAKERSNRE FHREARF RIERIEK
B MR B - AR B AT A IEA AR
BHE-

B EREE

FE RBE: NEREERARIDELRE
BEBZLRBIEFEE ARBETAXB
HREMERZBARE 2 RABRER -

EAKEXG LR RETEASESHT
REAZIZRBRAGEERR RBEZE
@ MERER - ERER R EEREL -
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34. FINANCIAL RISK MANAGEMENT
(Continued)

These risks are limited by the Group’'s financial
management policies and practices described below.

(a)

(b)

Credit risk

Credit risk is managed on a group basis. Except for
the financial assets held for trading, the refundable
deposits and the loan receivables that were further
explained in Note 22, 23 and 24 respectively, the
Group principal financial assets are bank balances
placed with reputable banks. Given their high credit
standing, management does not expect any credit
risk exposure for those bank balances. For credit
exposures to customers, Group management has
policies in place to ensure that sales are made to
customers with an appropriate credit history. Sales to
restaurant customers were settled in cash or through
credit cards. For credit exposures associated with
the refundable deposits and loan receivables, Group
management had assessed the credit quality of the
debtors, taking into account their financial position,
their business developments and other factors. In
addition, the Group ensures that the amount of the
loan is within the limit set by the Group.

Liquidity risk

Individual operating entities within the Group
are responsible for their own cash management,
including the short term investment of cash
surpluses and the raising of loans to cover expected
cash demands, subject to approval by the parent
company’s board when the borrowings exceed
certain predetermined levels of authority. The
Group's policy is to regularly monitor its liquidity
requirements and its compliance with lending
covenants, to ensure that it maintains sufficient
reserves of cash and readily realisable marketable
securities and adequate committed lines of funding
from major financial institutions to meet its liquidity
requirements in the short and longer term.

34.

BEERERE &)

ZERBI TIIARE 2 MBEERRR
BERSFHIA -

() EERR

FEERRIZASEEEE B o RN
Mi7¥22 - 23R24F M 2 HIEEE 2 ©
BEE - ARBR] & R EWE I K
CEEZFECRMEEATHINGEER
FZRITZBITHEG BN ZERTT
EEEEETH EEBBHIESM
ZERTEBAHEERR -HEHEE
FZiZERRFA AEBEEEER
ERRBERASERHEEEEER
B BRFPHEITHE - MEEEFEL
ZHENE SR ERA AR - 2R H
RO NEREREBZEER
B - NEBLI REBAZT AR
¥BEREEMEAXRZEFTHEFESZ
EEEZ - AEERREREE
BRAEEHMEZLERZA-

(b) RBEEZER

AEEAENCEERAEAGZH
TEE BRREAKIEHRENR
BEEFURNERRSTE WE
EBBE TREREKE ALY
ARAEFERHE-AKEZBRRAE
HERAERHESBZRMETERZ
s Z B AREIRE R R AR &
BREINER2EEBZMEARE
TEUBEIEZ RIAGEERKIR
NEMEERRRHRBESER-
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34. FINANCIAL RISK MANAGEMENT
(Continued)

100

(b)

(c)

(d)

(e)

Liquidity risk (Continued)

The maturity dates of all financial liabilities are within
one year as at the end of each reporting period. The
contractual undiscounted cash flows of financial
liabilities equal their carrying amounts as shown on
the statements of financial position as the impact of
discounting is not significant.

Interest rate risk

The Group has no significant interest-bearing
financial liabilities, and the financial assets are bank
balances held with financial institutions. The Group's
income and operating cash flows are substantially
independent of changes in market interest rate.

Currency risk

Currency risk to the Group is minimal as most of the
Group’s transactions are carried out in Hong Kong
dollars.

Price risk

The Group is exposed to equity price changes
arising from equity instruments classified as trading
securities. All of these investments are listed.

The Group's listed investments are listed on the
Stock Exchange of Hong Kong. Decisions to buy and
sell trading securities are based on daily monitoring
of the performance of individual securities compared
to that of the Index and other industry indicators,
as well as the Group's liquidity needs. The portfolio
is diversified in terms of industry distribution, in
accordance with the limits set by the Group.
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34. FINANCIAL RISK MANAGEMENT 34. BIREKMER #)

(Continued)

(e) Price risk (Continued) (e) EERER(Z)
The sensitivity analysis below has been determined NTERESNM RN BARARZ
based on the exposure to equity price risks at the B8 A (B 1% B B EE TE o i IR AN (B A& L F+
end of reporting period. If equity price had been 5% ABE—T—FTF+_fA=+—
5% higher, the loss for the year ended 31 December B IEFE 2 BB /R 1,474,000/ 7T
2010 would have been decreased by HK$1,474,000 —ZT T N4 :2,358,0008 ) °fiE
(2009: HK$2,358,000). Had the relevant equity B AER T % A EEEES
price been 5% lower, there would be an equal and HUHENERTE-
opposite impact on the loss.

(f)  Fair value of financial instruments (f) EWMIEZAFEE

HKFRS 7 requires disclosure for financial instruments
that are carried at fair value by level of the following
fair value measurement hierarchy:

BFEMBREEYNETRRELRAFE
BIRZERMTARBEAEZRTIZ
RFEBEABBRMDK:

Level 1 - Quoted price (unadjusted) in active F-E - HEAEEIBRRNEERMSZ
markets for identical assets or HE (KERE) -
liabilities.

Level 2 - Inputs other than quoted price F-E - HREEIBEMAERXHEETY
included within Level 1 that BRZEHBA (TBREEE
are observable for the assets FIEEZ®mE) -
or liabilities, either directly or
indirectly.

Level 3 - Inputs for the asset or liability that F-E - UERBUBRIMEHEEM

are not based on observable market
data.

At 31 December 2010 and 2009, the Group’s
financial assets held for trading as disclosed in note
22 are measured at fair value, which is categorised
as financial assets at fair value through profit or loss
and measured fair value based on Level 1 fair value
measurement hierarchy. During the year, there were
no transfers of instruments between Level 1 and
Level 2.

BHZEERABANEA

RZE—ZTER_FTTNF+=A
=+—8 a2 E 2 AE B
EBEEZERMEENIRAFEE
E ZECREENRERAKRATE
BERERIEMEEREE—EAFEE
AEEAEZSREE -FAN - WE
ERF-—ERFE_EBHEMNIA-
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35. FINANCIAL ASSETS AND LIABILITIES 35. e MEERAR
The carrying amounts of the Group's financial assets and AEESHEERBERZZE—ZEFKZ
liabilities as recognised at 31 December 2010 and 2009 ZENFT A=+ BHRZEKREMEBER
may be categorised as follows: b2k (N
Carrying amounts Fair value
BHEE ATERE
2010 2009 2010 2009
“E-%F% e S “E-ZF —TTHE
HK$'000 HK$'000 HKS$'000 HK$'000
FET FET FET FET
Financial assets THEE
Fair value through profit or loss ~ RAFEBEREZT
held for trading BRFEER 29,677 49,405 29,677 49,405
Loan and receivables (including &7 % fE U 58
cash and bank balances) (BERER
RiTHEER) 920,681 629,627 920,681 629,627
Financial liabilities cHEE
Financial liabilities measured at ~ 1RE KAzt E 2
amortised cost ERAR 51,889 52,449 51,889 52,449
36. EVENTS AFTER THE REPORTING PERIOD 36. MEHREE
On 3 January 2011, all the conditions of the proposed RZTE——F—A=H gxkEHXE%
acquisition of the entire issued share capital (the BEEE (B%E) AR AR (17 [Zhong Guo
“Acquisition”) of Totalbuild Investments Group (Hong Nian Dai Energy Investment (Hong Kong)
Kong) Limited (previously known as “Zhong Guo Nian Limited]) ((BEEAT) REKH B R A
Dai Energy Investment (Hong Kong) Limited”) (the (TEEEKE]) (TWEl) 2 2HEH 8=
“Target Company”) and its subsidiaries (the “Target B MR EARREE —EERER-F
Group”) have been fulfilled and the completion of the ——F—HA=HZEK-

first designated area of the Akemomu Gas Field has taken
place on 3 January 2011.
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36. EVENTS AFTER THE REPORTING PERIOD 36. IEHEREE (&)

(Continued)

As a result of completion of the sale and purchase of the
sale share and completion of the first designated area, the
Tranche | consideration in the sum of HK$2,558,000,000
has been paid by the Company, may issue 15,226,190,476
shares of Tranche | convertible bond at the conversion
price of HK$0.168 each, to the Vendor including the
shortfall amount of HK$1,279,000,000 which has
been deposited with an escrow agent pursuant to
the agreement. The sale loan consideration payable
by the Company in the sum of HK$906,299,464 has
been satisfied by deducting the Deposit in the sum of
HK$804,000,000 with the balance of HK$102,299,464
having been satisfied in cash. As at the date of this report,
1,910,000,000 shares of issued Tranche | convertible bond
had been exercised and converted into the Company’s
ordinary shares.

Immediately after the completion date, the Company
owns the entire interests in the Target Company and
the first designated area of the Akemomu Gas Field
(but excluding all the rights, interests, benefits and titles
in the second designated area which is subject to the
completion of the second designated area). The Company
will consolidate 100% of the financial results attributable
to the Target Group's net entitlement interest in the
first designated area of the Akemomu Gas Field into the
consolidated financial statements of the Company.

As the latest financial information of the Target Group is
not yet available, the management considers an estimate
of the financial effects of the Acquisition cannot be made
as at the date of approval of these financial statements.

Further details are set out in the Company’s circular and
announcement dated 3 December 2010 and 3 January
2011 respectively.

AR TEXNEEHERMDRTKE —IETH
& NARE X E—#KE2,558,000,000
BT (ERERERETEHRRTENRED
Z%61,279,000,0008 7T) ' B 5 o] Wiz &
f%0.16878 7T 2 KRB X # 5 — #t vl 2 %
&% A $£15,266,190,476% 17 - AN X =] f&
2 $EERK(B06,299,4645 LB 15 1B
B3R £804,000,0003 7T M 1& - - M 84 %E
102,299,464/ T B A IR £ (B - R AR IR &
HH3- 1,910,000,0000% B 217 5 — #it 7] ¥
KiEHZBRHEETERERAEERQRT
AT ©

ZRETKBEE ARREEBREARZE
BakfREARARBAZE —fHE®ERE (B
TREF TR ZEEN s F
B RERE AR TRE _HEERR
R) -ARBZEZEAUBHREA HREF
SERMREARAE —HEELRHNFE
BRGEPMEM Z100% T EEEHFEA TR

HRHAEZ B REREZ&MPBERN &
BEEERR/NZ T RARELER HE
BB SR B ER fhET -

E—SHBHARARA BN IR =F —
FET-_AZBAR=F-——F-A=ZRAZ
SN
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For the years ended 31 December

Results 2010 2009 2008 2007 2006
EF —E-2F —ZTTNF —ITINF —ITTLF —ITTRF
HK$000 HK$'000 HK$'000 HK$ 000 HK$°000

FET FET FET FET FAET

Turnover X 85,376 161,840 339,225 247,665 213,330
Loss before income tax bR ET1S i Al 18 (50,987) (11,950) (356,829) (32,441) (47,391)
Income tax expenses PR 15 %5 5 2 - - - - -

Loss before non- ARt IEIE AR RE 2R Al

controlling interests g} (50,987) (11,950) (356,829) (32,441) (47,391)
Non-controlling interests FE2 AR HE 2 - - = = 1
Loss for the year KEEZEE (50,987) (11,950) (356,829) (32,441) (47,390)
Assets and liabilities 2010 2009 2008 2007 2006
EEREE —E-EF —ZTANF —ZTENF EELF —TTF
HK$000 HK$'000 HK$'000 HK$ 000 HK$'000

FET FET FET FET FAET

Total assets EERAE 958,439 692,179 490,817 881,806 167,554
Total liabilities BfERE (52,028) (52,686) (69,341) (162,989) (89,783)
Non-controlling interests FE 2 AR HE 2 (753) (753) (753) (753) (753)

Attributable to owners of KRAREE AE(L
the Company 905,658 638,740 420,723 718,064 77,018

104






	封面
	目錄
	公司資料
	行政總裁報告
	管理層討論及分析
	董事之履歷
	企業管治報告
	董事會報告
	獨立核數師報告
	綜合全面收益表
	財務狀況表
	綜合權益變動表
	綜合現金流量表
	綜合財務報表附註
	五年財務概要
	封底

