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Corporate Profile
ANAEN

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

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

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

The corporate culture of the Group rests on the integration of
the West and the East, modern and traditional management
philosophy, with an aim to build up a “Continuous Learning
Enterprise”. The corporate spirit of China Fortune focuses on
“Human Enterprise”. Under the leadership of its aspiring and
energetic management, China Fortune’s staff will team up
and move towards the Group’s goal of ranking as one of the
largest and best wireless communication and data products and
services providers in the region.

Subsidiary:

Mobile Phone Retail Chain
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Major Business Partner:

FEEBBH:

NOKIA

Connecting People/
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Business Structure
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FEREZRARLE

China Fortune Holdings Limited

el EMES BEEY

Fortune Resources Fortune Telecom Fortune Investment

REZRYR - AR BREEXERE BE - WERHSEAXMESTESRR
Exploration, exploitation, Diversified business development
refining and asset investment of through investment,

mineral resources merger and acquisition

B 22 s R AR 40 8 R (L B SR R BT R AL R A B S
Franchised distribution and supply chain Retail chain for
fulfillment distribution in China telecommunication equipment
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Corporate Milestones
TEERE

1992
2.18 The former trading arm of the Group — Express Fortune Limited (“EFL”) was founded by Mr. Lau Siu
Ying and his brothers in Hong Kong.
BN EEEREARREBACREERAR([RE]) - Fr&EAF2EFHER-
1992-94
EFL became one of Nokia’s earliest authorised distributors in the PRC.
RERRGEDRFPREEREE 2 —-
1997
Commenced Fortune Telecom Group’s franchise retail business in the PRC.
RhERRREEEEECEERTEEK-
2000
2.16 Listed on the GEM Board of the Hong Kong Stock Exchange (Stock code: 8040).
REBBZPTEIZENR B (AR 5% - 8040) -
12 A US$12 million syndicated loan was successfully arranged.
P Th % HE—1812,000,0003% 7T 2 SR B E 5K
2001
7 Completed the acquisition of 51% shareholdings of Synergy Pacific (Holding) Limited (“Synergy
Pacific”).
TRWERESE (ER)ARAR ([RESH]) Z51%KRE -
2002
5 Fortune Shanghai was acknowledged by Shanghai Waigaogiao Free Trade Zone Management Committee as one
of the best enterprises for commodity sales.
REFBE FBIEBRTREEZESEREnHEHEERE 2 —
9 A HK$160 million syndicated loan was successfully arranged.
P Th % BF —78160,000,0007% 7T 2 R B & 5K °
2003
3 The Group has achieved a record annual sale of 2.1 million sets of mobile phones and a record net profit over
HK$60 million.
AEEETFH_A - TEABRDESENBRNTEBTANNLLEE-
6 For a consecutive year, Fortune Shanghai was again acknowledged by Shanghai Waigaogiao Free
Trade Zone Management Committee as one of the best enterprises for commodity sales.
EEE_F REIEBEEIBISRRTREEEZESERENHEEREEREZ —
6 China Fortune Holdings Limited P B RZZRERA T



Corporate Milestones
EEERE

2004
1.26 Listed on the Main Board of the Hong Kong Stock Exchange (Stock code: 110).
REBBRZMMER LT (RGAR:110) °
2005
9 A US$16 million syndicated loan was successfully arranged.
P T % BE — 7816,000,0003 7t 2 4R B B 5K -
1 Fortune Shanghai increased its share capital from US$6 million to US$25 million.
IR 181 H R Z< 36,000,000 7T 15 hi £25,000,000% 7T ©
12 Successfully completed the acquisition of 100% shareholdings of Synergy Technologies (Asia) Limited,
and the disposal of 46% shareholdings of Synergy Pacific.
A% Ih 52 ik Us B Synergy Technologies (Asia) Limited 2 100% A% # & H & K iR 25 15 Z 46 %I HE
2006
1 Newly obtained the nationwide distributorship of Samsung mobile phones.
MG =ERHEFEIEHDHE-
9 Successfully obtained the Fulfillment Distributorship for all Nokia Stores in the PRC.
BRI BEHEMARETEEE CEXEEDHE-
2007
2 Contracted to acquire 51% stake in Zhuhai Reminda Telecom Equipment Company Limited ( 28T &
18 @ R A R 2 7)) and completed the acquisition in October 2007.
RIHNNEREMERERNMRBEERAFZSI1%RE YR ZEZTF 1 A TR IE -
9 Formed a joint venture with TeleChoice International Limited for the Nokia fulfillment business.

EdTeleChoice International LimitediXxZ — & & AR M EHE TR X EBEEK-

10.18 Name changed to China Fortune Holdings Limited.
FERTERERERER AR -

2009

12.23 Completed the acquisition of 50.8% interest in Sifa Mining which has the right to conduct mining

activities in a Celestite (Strontium), Zinc and Lead mining site situated in the Hubei Province, the PRC.

B A NP BRI E —EREF A (88) - #F K 3088 55 4 17 5008 % B) #0 88 3 0% 2% H£50.8% A
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Chairman’s Statement

ETREHRES

Lau Siu Ying

g/ E

Chairman and Chief Executive Officer
TEFREEHTE
|

Dear shareholders,

REVIEW

After three years of consecutive losses, China Fortune has
managed to achieve an improved performance in fulfillment
distribution business with profit in Year 2010. The Group has
acted as an exclusive fulfillment distributorship for Nokia among
all Nokia Stores (“NS”) in the People’s Republic of China (the
“PRC”), where is believed to be the country with the strength
and potential in taking a lead in the future global economy.

On 11th February, 2011, Nokia and Microsoft announced their
partnership plan to combine assets and develop innovative
mobile products on an unprecedented scale. We believe this
move of Nokia can further enhance its competitiveness in the
industry.

In view of these, the Group is optimistic on the future

performance of our fulfillment distribution business for NS and as
our core business.

China Fortune Holdings Limited FE RZIZERER AT
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OPPORTUNITIES AND CHALLENGES

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

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

APPRECIATION

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

Lau Siu Ying
Chairman and Chief Executive Officer

Hong Kong, 30th March, 2011
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Management Discussion and Analysis

BEEE WD

REVIEW AND OUTLOOK

Financial Review

The Group made a net profit of HK$15.6 million in this year, as
compared with a net loss of HK$172.4 million in last year, which
was owing to a substantial impairment loss amount to HK$184.3
million in respect of a goodwill arising from the acquisition of
a mining company in the People’s Republic of China (“PRC”)
(“Sifa Mining”). No such one-off impairment on goodwill was
recognised in this year. If without concerning this one-off non-
cash impairment loss in last year, the operational performance
of the Group was slightly improved in 2010 as compared to
2009, which was mainly contributed by the fulfillment distribution
business for Nokia Stores in the PRC which is the core business
of the Group.

As part of the agreement to the acquisition of 50.8% interest of
Sifa Mining as completed in 2009 (the “Acquisition”), Mr. Lau Siu
Ying (“Mr. Lau”), the Chairman of the Company and the vendor
of the Acquisition has undertaken to the Group that the audited
profit before tax of Sifa Mining shall not be less than RMB72
million for the first twelve months following the completion
date of the Acquisition (the “Profit Guarantee”). When Sifa
Mining made a profit before tax of less than RMB72 million, the
compensation for the shortfall of Profit Guarantee payable by Mr.
Lau to the Group shall be equivalent to 50.8% of the shortfall
amount of the audited profit before tax compared to RMB72
million, net of tax effect. This one-off compensation for shortfall
payable by Mr. Lau to the Group shall be set off by the first
tranche of the promissory notes issued to Mr. Lau as part of the
consideration for the Acquisition.

The audited profit before tax of Sifa Mining for the period from
23rd December, 2009 to 22nd December, 2010 fell short of a
sum of RMB71.7 million. Accordingly, the principal sum of the
first tranche promissory notes was adjusted from HK$40 million
to HK$8 million, which has been properly taken into account
in the audited financial statement of the Group as at 31st
December, 2010.

China Fortune Holdings Limited FE RZIZERER AT
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Management Discussion and Analysis

The Group recorded a consolidated revenue during this year
of HK$2,544.1 million when compared to the last year of
HK$2,068.0 million. This was mainly resulted from an increase in
revenue from the fulfillment distribution business for Nokia Stores
in this year which could offset the drop in revenue contribution to
the Group from the disposed distribution business in Hong Kong
in 2009.

The gross profit amounted to HK$64.8 million, an increase when
compared to the last year of HK$37.3 million. The gross margin
percentage during the year was 2.5% which was higher than
the last year of 1.8% due to the improvement in the fulfillment
distribution business in this year.

Included in the other gains and losses in this year was an one-off
write back of HK$7.9 million from an amount due to a minority
shareholder of Sifa Mining. The post-tax net effect of this write
back in the consolidated statement of comprehensive income
was HK$5.9 million.

The selling and distribution costs amounted to HK$22.5 million
when compared to the last year of HK$20.2 million as the overall
revenue achieved during the year was comparably higher than
the last year in the fulfillment distribution business for Nokia
Stores. The administrative expenses amounted to HK$27.3
million, an increase when compared to the last year of HK$20.3
million mainly due to higher depreciation charges and directors’
remuneration incurred.

Owing to the amounts recovered from previous provision made
for accounts and other receivables in the old business (i.e. the
national distribution business in the PRC), the Group has made
an one-off gain of HK$14.9 million in 2009. No such gain has
been made in the year.

EEENWED N
REERFNEBERE W A2,544,100,0007
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Management Discussion and Analysis

BEEEFN WD

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

As far as the mobile phone retail chain business in Zhuhai was
concerned, the revenue achieved during the year amounted
to HK$40.9 million, increased by 33% as compared with last
year of HK$30.7 million. The Group could share a profit from it
during this year. The Group shared net gains of HK$0.4 million
from the results of an associate during the year as compared to
HK$0.7 million from two associates in last year.

The finance costs increased from HK$2.3 million in last year to
HK$11.7 million in this year due to the increase in the level of
bank and other borrowings and a full year charge of imputed
interest on promissory notes.

As a result of the above, the Group reported a net profit of
HK$15.6 million during the year when compared to the net loss
of HK$172.4 million in last year.

The net asset value of the Group as at 31st December, 2010
amounted to HK$283.6 million or HK$0.35 per share when
compared to HK$158.3 million or HK$0.23 per share as at 31st
December, 2009. The basic earnings per share was HK$0.02 as
compared to loss per share of HK$0.45 in last year.

As at 31st December, 2010, the Group’s aggregate bank and
other borrowings amounted to HK$50 million when compared
to HK$14 million as at 31st December, 2009. The gearing ratio
of the Group, defined as the ratio of the total long term liabilities
to the shareholder’s equity, was 0.37 as compared to 1.54 as at
31st December, 2009.

China Fortune Holdings Limited FE RZIZERER AT
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Management Discussion and Analysis

The total bank deposits and cash balances amounted to
HK$45.7 million as at 31st December, 2010 without any deposit
pledged to banks. The Group is financed by a combination of
its equity capital, cash flow generated from its operation and
bank borrowings. During the year, there was no material change
in the funding and treasury policy of the Group. The Group
considers there is no material potential currency exposure as the
majority of its revenue and expenses are derived and incurred
all in Renminbi in the PRC. It is the treasury policy of the Group
to manage its foreign currency exposure whenever its financial
impact is material to the Group.

The inventories of the Group as at 31st December, 2010
amounted to HK$187.2 million, when compared to HK$164.8
million as at 31st December, 2009, mainly since more inventories
from the fulfilment distribution business for Nokia Stores as
driven by a higher turnover volume in the year. The inventory
turnover period was 26 days in this year when compared to 29
days of last year. The Group will continue to apply strict policy in
inventory control in the future.

The amount of trade and other receivables as at 31st December,
2010 was HK$173.2 million, when compared to HK$85.8 million
as at 31st December, 2009, mainly comprised receivables from
the fulfillment distribution business for Nokia Stores. In order to
minimize the credit risk for the trade receivables, the Group has
implemented strict control on the determination of credit limits,
credit approvals and other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. In addition,
the revenue generated from the fulfillment distribution business
for Nokia Stores is mainly on cash basis which further reduces
the credit risk of the Group.

Upon completion of the acquisition of Sifa Mining in 2009,
the Company issued convertible loan notes, promissory notes
and approximately 306 million new shares as part of the
consideration in the Acquisition. On 4th January, 2010, the
Company issued and allotted a total of 142,857,142 ordinary
shares of HK$0.10 each in the Company upon exercise in full by
the holders of the said convertible loan notes.
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Management Discussion and Analysis

BEEEFN WD

As at 31st December, 2010, the Group had in total 234
employees as compared to 243 employees as at 31st
December, 2009. Employees were remunerated according to
the nature of their job duties and market trend. The Group
provided staff welfare and fund contribution to its employees in
accordance with the prevailing regulations in the PRC and Hong
Kong. There was no material change in the remuneration policy,
bonus scheme and share option scheme during the year. The
Group has a share option scheme under which the Company
may grant share options to the participants, including directors
and employees, to subscribe for shares of the Company.

OPERATIONAL REVIEW

Market Overview

According to the statistics released by the Ministry of Industry
and Information Technology of the People’s Republic of China
(“MII"), there were more than 859 million subscribers to mobile
phone services in the PRC as at the end of 2010, equivalent
to a penetration rate of 64.4 users per 100 persons. The low
penetration rate in the rural market, where more than half of the
population in the PRC resides, together with the 3G services and
the continued economic growth in the PRC, mean that the PRC
market still has a lot of untapped potential.

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

distribution”, “provincial distribution”, “direct to retail” and “direct
to operator”.

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

Business Review

The fulfillment distribution business for Nokia Stores,
contributing to more than 90% of the Group’s revenue,
continued to make significant contribution to the overall
performance of the Group during the year. On 11th February,
2011, Nokia and Microsoft announced their partnership plan
to combine assets and develop innovative mobile products on
an unprecedented scale. We believe this move of Nokia can
further enhance its competitiveness in the industry. On the
other hand, the businesses of the associate and the subsidiary
engaging in the mobile phone retail chain in Zhuhai of the Group
remained stable in the competitive market. The mining business
acquired in December 2009 has contributed revenue and profit
to the Group in the year. The exploitation on existing phase
was completed. The mining business is now moving to a next
phase in development of another mining site exploitation system
and then further exploitation is expected. The management
is exploring all commercially viable opportunities to maximize
the return from this investment including but not limited to
improvement of infrastructure and expansion into processing of
the ore, subject to feasibility study and availability of funding.

Prospect and Outlook

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

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

EENSREERAEGEN

DIRECTORS

Executive Directors

Mr. LAU Siu Ying, aged 47, is the founder, Chairman and
Chief Executive Officer of the Company since 1992. Mr. Lau
has extensive working experiences in the telecommunications
industry for over 18 years and has established solid business
contacts in both Hong Kong and the PRC. Mr. Lau is responsible
for directing the Group’s overall business policy and strategies
as well as overseeing the Group’s business development in
Hong Kong and the PRC. Prior to setting up his business, Mr.
Lau worked for Hutchison Whampao Group for approximately
5 years, in charge of the business development of the
telecommunications in the PRC. Mr. Lau holds a bachelor
degree in Business Administration from the Chinese University
of Hong Kong and a Master of Science degree in Information
Technology from the National University of Ireland, Dublin.

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

Mr. LUO Xi Zhi, aged 583, joined the Group in October 1995
and was appointed as an Executive Director of the Company in
September 2002. Mr. Luo is also the Financial Controller of the
Group’s PRC operation. Mr. Luo holds a certificate in Accounting
from the Finance Academy of Jiangxi Province. Mr. Luo has
over 20 years of financial and accounting experience in the
PRC. Prior to joining the Group in 1995, Mr. Luo was the chief
accountant for Zhaoging Sz Di Telecom Co., Ltd.
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Directors and Senior Management Profile
EEREREBEAESRBN

Mr. WANG Yu, aged 45, joined the Group in April 2006 and was
appointed as an Executive Director of the Company in November
2009. Mr. Wang is the Vice President of a major subsidiary of
the Company located in the PRC, being mainly responsible for
the administration and management of the operations of the
Company and its subsidiaries in the PRC. Mr. Wang graduated
from Xi’'an Jiaotong University with a master degree and a
bachelor degree in Computer Science. Mr. Wang has more
than 10 years working experiences in channel and distribution
management on computer products and mobile phones with
local and multinational companies in the PRC. Prior to joining the
Group, Mr. Wang was a General Manager of a listed company in
the PRC focusing on IT business.

Non-executive Director

Mr. FUNG Oi Ip, Alfonso, aged 54, is a Law Costs Draftsman
approved by Law Society of Hong Kong. His firm, Alfonso Fung
& Co., is a leading law costs draftsmen practice specializing
in taxation proceedings in all levels of courts in Hong Kong. A
pioneer in his profession, Mr. Fung taught himself computer
programming, developed and published a specialist law costing
software as early as 1986. The software was subsequently
licensed to the Hong Kong Government for use in the Legal Aid
Department. Mr. Fung is also a developer of mobile applications
and he takes a keen interest in developing internet related
business. Mr. Fung is an Accredited Mediator, having been
accredited by the Hong Kong Mediation Centre since 2009. Mr.
Fung was appointed Non-executive Director of the Company in
October 1999.
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Directors and Senior Management Profile

EENSREERAEGEN

Independent Non-executive Directors

Mr. CHANG Wing Seng, Victor, aged 73, last held the position
of Managing Director of APCG Business Pte. Limited. Prior
to this, Mr. Chang was the Managing Director of Singapore
Technologies Telecommunications (Beijing) Pte. Ltd. based
in Beijing for 2 years. Mr. Chang had held various senior
management positions over 25 years with the Singapore
Technologies Group, mainly as the Director of Finance. Mr.
Chang was a graduate in Accounting from the Royal Melbourne
Institute of Technology, Melbourne, Australia and the Institute
of Chartered Accountants in Australia. Mr. Chang had also
completed the Program for Management Development at the
Harvard University Graduate School of Business Administration.
Mr. Chang was a certified public accountant in both Singapore
and Australia. Mr. Chang was appointed as an Independent
Non-executive Director of the Company in October 1999.

Mr. WONG Lit Chor, Alexis, aged 52, graduated from the
University of Toronto, Canada in 1981 with a bachelor degree
in Arts majoring in economics and commerce and has obtained
a master degree in Business Administration from the Chinese
University of Hong Kong in 1987. Mr. Wong has over 20 years
of banking, investment, corporate finance and securities dealing
experience gained from working as a senior executive in a
number of listed local and PRC financial services companies.
Mr. Wong is also an independent non-executive director of a
company listed on the Main Board and a company listed on the
GEM Board of the Stock Exchange of Hong Kong. Mr. Wong
was appointed as an Independent Non-executive Director of the
Company in September 2006.

Mr. CHEN Yi Gang, aged 58, graduated from Shaoxing Institute
of Administration, majoring in Corporate Management. Mr. Chen
was a senior executive in a number of PRC telecommunication
companies and senior management in a number of large IT
enterprises. Mr. Chen has over 30 years of experience in the
field of telecommunication. Mr. Chen was appointed as an
Independent Non-executive Director of the Company in February
2007.
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Directors and Senior Management Profile
EEREREBEAESBN

COMPANY SECRETARY

Mr. LAM Man Kit, aged 35, was appointed as the Company
Secretary of the Company in February 2010. Mr. Lam is also
the Deputy Financial Controller of the Group and the authorised
representative of the Company. Mr. Lam graduated with a
bachelor degree of Business Administration from the University
of Hong Kong and is a fellow member of the Association of
Chartered Certified Accountants and a member of the Hong
Kong Institute of Certified Public Accountants. Prior to joining
the Group in January 2007, Mr. Lam has years of financial and
audit experiences in Hong Kong and the PRC.

SENIOR MANAGEMENT

Mr. LO Kwok Leung, Jeff, aged 42, is the Sales Director of
the Group in charge of sales and marketing activities in the
PRC and acts as the Business Unit Deputy General Manager
handling Nokia Stores business in the PRC. Mr. Lo obtained his
bachelor degree in Fu-Jen Catholic University in Taiwan, major
in sociology. Prior to joining the Group in July 2000, Mr. Lo has
had almost 10 years experience in Hong Kong and the PRC
responsible for the sales and marketing of consumer electronic
products in the PRC.

Mr. KUANG Huai Bin, aged 50, is the General Manager of
Zhuhai Reminda Telecom Equipment Company Limited. Zhuhai
Reminda Telecom Equipment Company Limited formally joined
the Group and became a subsidiary of the Group in October
2007. Mr. Kuang was graduated from Guandong Provincial
School of Electricity, and holds MBA degree from the University
of Wales of UK. Mr. Kuang had been the senior technical
management of China Telecom, has over 30 years experience
in telecommunications, and has nearly 20 years working
experience in the manufacturing and retail chains of domestic
communications products in the PRC.
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Directors and Senior Management Profile

EENSREERAEGEN

Mr. FONG Kin Kiu, aged 46, is the chief technology officer
of the Group. Mr. Fong holds a bachelor's degree from the
University of Hong Kong and two master degrees, one in
strategy marketing from University of Hull and the other in
information management from National University of Ireland. He
is a fellow member of the Chartered Institute of Marketing and
the Hong Kong Institute of Director. He also holds international
professional qualifications as Chartered Marketer and Chartered
Information Technology Professional. Mr. Fong acts as the
chairman of the Hong Kong Wireless Technology Industry
Association, vice chairman of The Professional Validation Centre
of Hong Kong Business Sector, board member of the Regulatory
Affairs Advisory Committee — Office of the Telecommunications
Authority, board member of the Chinese Language Interface
Advisory Committee — Office of the Government Chief
Information Officer and board member of the ICT Services
Advisory Committee — Hong Kong Trade Development Council.
Mr. Fong has been invited to be the visiting lecturer and course
advisor for Hong Kong Polytechnic University since year 1999.
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Corporate Governance Report

CORPORATE GOVERNANCE PRACTICES

The Board is committed to maintaining high standards of
corporate governance with a view to assuring the integrity,
transparency and quality of disclosure to protect the interests of
all shareholders. The Company has applied the principles and
complied with all the applicable code provisions of the Code
on Corporate Governance Practices (the “Code”) as set out in
Appendix 14 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) for the year ended 31st December, 2010, except for the
deviations as stated in paragraph headed “Chairman and Chief
Executive Officer” and “Re-election of Directors”.

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

DIRECTORS’ SECURITIES TRANSACTIONS

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

Having made specific enquiry with all Directors, each of whom
has confirmed that he has complied with the required standard
as set out in the Model Code for the year ended 31st December,
2010. The Model Code also applies to other specified senior
management of the Group.
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Corporate Governance Report
TEERBEE

BOARD OF DIRECTORS

Composition and role

The Board of Directors of the Company comprises:

Executive Directors: Mr. Lau Siu Ying (Chairman)

Mr. Luo Xi Zhi

Mr. Wang Yu

Non-executive Directors: Mr. Fung Qi Ip, Alfonso

Mr. Lo Wing Yat (resigned on
30th September, 2010)

Independent Non-executive Mr. Chang Wing Seng, Victor
Mr. Wong Lit Chor, Alexis

Mr. Chen Yi Gang

Directors:

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

The Board, headed by Mr. Lau Siu Ying, is responsible for the
overall strategic development of the Group, the monitoring of the
financial performance and the internal controls of the Group’s
business operations. All Directors and Board Committees have
access to external legal counsel and other professionals for
independent advice at the Group’s expense if necessary.
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Corporate Governance Report

Two Board Committees, namely, the Audit Committee and the
Remuneration Committee, have been established to oversee
particular aspects of the Group’s affairs. The Board has
delegated the day-to-day management and operations of the
Group’s business to the management of the Company and
its subsidiaries. Major corporate matters that are specifically
delegated by the Board to the management include the
preparation of the financial statements for the Board’s approval,
the execution of business strategies approved by the Board, the
implementation of internal controls system and risk management
procedures, and the compliance with relevant statutory
requirements and other rules and regulations.

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

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

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

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

Mr. Lau Siu Ying has been in charge of the overall management
of the Company since its incorporation. As a result, although he
does not need to retire by rotation and assumes both roles of
the Chairman and the Chief Executive Officer of the Company,
the Board considers that such arrangement at the Group’s
current stage of development can facilitate the execution of the
Group’s business strategies and maximize the effectiveness of
its operations. Nevertheless, through the supervision from the
Board including the Independent Non-executive Directors, the
interests of the shareholders should be adequately and fairly
considered.
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TEERBEE

RE-ELECTION OF DIRECTORS

All Non-executive Directors of the Company are not appointed
for a specific term as stipulated under the provision A.4.1 of the
Code but are subject to retirement by rotation in accordance
with the Company’s Bye-laws. In accordance with the relevant
provisions in the Bye-laws of the Company, if the appointment of
Directors is made by the Board, the Directors so appointed must
stand for election by the shareholders at the first annual general
meeting following their appointments and all Directors, except
the Chairman, must stand for re-election by the shareholders by
rotation.

NON-EXECUTIVE DIRECTORS

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

The Independent Non-executive Directors also act as a
balance between the interests of the minority shareholders
and the Company as a whole. The Board considers that each
Independent Non-executive Director is independent in character
and judgement and that they all meet the specific independence
criteria as required by the Listing Rules. The Company has
received from each Independent Non-executive Director an
annual confirmation of his independence pursuant to Rule
3.13 of Chapter 3 of the Listing Rules and the Company still
considers such Directors to be independent. The Independent
Non-executive Directors are explicitly identified in all corporate
communications.
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Corporate Governance Report

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors acknowledged the responsibilities for preparing
the financial statements which give a true and fair view of the
affairs of the Company and its subsidiaries. The auditors are

TREBHRES
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responsible to form an independent opinion, based on their KBUERLRREREZER -

audits, on the Group’s financial statements and express their

opinions.

BOARD MEETINGS EEEeER

The Board had held two meetings this year to review the EFeLAFEAHMASE RILAEE 2
financial performance of the Group and other major issues. The ﬁ%ﬁfﬁ&ﬁi\ﬁjIK%Iﬁo MBI IERITTEES T

views of the Independent Non-executive Directors were actively TR AEESITHHEREIER -
solicited by the Group if they were unable to attend the meetings

of the Board.

FR ERZ2UHERBRNESEZAMNHEXH

The names of the Directors and the individual attendance of

each Director during the year are as follows: Han T

Attendance

HE =

Executive Directors HITEE
Mr. Lau Siu Ying (Chairman) B NERE () 2/2
Mr. Luo Xi Zhi BmEZEE 2/2
Mr. Wang Yu FREE 2/2
Non-executive Directors FHITES

Mr. Fung Qi Ip, Alfonso HREELE 2/2

Mr. Lo Wing Yat B KR A

(resigned on 30th September, 2010) (R—ZE—ZTFHLA=THEMT) 1/2
Independent Non-executive Directors BUKHITES
Mr. Chang Wing Seng, Victor B0 ok B de 2/2
Mr. Wong Lit Chor, Alexis = AE 2/2
Mr. Chen Yi Gang BR IR Ml 52 A& 2/2
BOARD COMMITTEES EEeBTZE®

The Board has established Board Committees, namely Audit
ﬁéaﬁ& ﬁ%§,\ 2 »A%%%NAET%EZ
EBHBE LG EFEETRE -

Committee and Remuneration Committee to oversee particular
aspects of the Company’s affairs and to assist in the execution
of the Board’s responsibilities.
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AUDIT COMMITTEE

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

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

Mr. Fung Qi Ip, Alfonso

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

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

The Audit Committee has reviewed with the management the
accounting principles and practices adopted by the Group
and discussed internal controls and financial reporting matters
including reviews of the half-year and full year accounts for the
year ended 31st December, 2010. Each member of the Audit
Committee has unrestricted access to the auditors and all senior
staff of the Group.

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

Mr. Chang Wing Seng, Victor BBk sk
Mr. Wong Lit Chor, Alexis =R L E
Mr. Fung Oi Ip, Alfonso BEEEE
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NOMINATION OF DIRECTORS

In considering the nomination of new Directors, the Board will
take into account the qualification, ability, working experience,
leadership and professional ethics of the candidates.

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

REMUNERATION COMMITTEE

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

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

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

On 30th March, 2011, the Remuneration Committee had
held a meeting (with all its members present) to review the
remuneration packages of a Director.

TREBHRES

REESE

EZRIEEFEER BEFGRERREAZ
B BN TIFRER BERNREXET-

N HRNEFE2RATTENREHRREA -
NEFTEEMAESZTES A ARAERILE
RIREBEER-

FMWEES

ARREREBELETRAUZRE FRIFMEE
GrEEEEHE BEXNERE:

WXBEE-ZRELE
"ML
BREELEE

BB RERBRNEERBUIFNTES
MBBEALERINTEST - FHEESA
BERRGFESESAEEABZHFHESZ
BFARERNRAEERE -CEERNTE
EZHER ZZEEeMEENEEZEERE
RAEFIXAN 2 # B EEMIRANEBHEBE -
REEEMER G U RRRIRETE 2 H M
A& AT AL e
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AUDITOR’S REMUNERATION

Deloitte Touche Tohmatsu was re-appointed as the Company’s
external auditors by the shareholders at the Annual General
Meeting on 1st June, 2010, and tendered resignation on 22nd
November, 2010. BDO Limited was appointed as the Company’s
external auditors by the shareholders at the Special General
Meeting on 17th December, 2010, until the conclusion of the
next Annual General Meeting.

BDO Limited is primarily responsible for providing audit services
in connection with the financial statements of the Group for
the year ended 31st December, 2010. During the year, the
fees charged to the accounts of the Group for BDO Limited’s
statutory audit services amounted to HK$780,000, while
the fee charged by Deloitte Touche Tohmatsu in 2009 was
HK$1,100,000.

INTERNAL CONTROLS

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

INVESTOR RELATIONSHIP AND COMMUNICATION

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

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

CODE OF CONDUCT

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

TREBHRES

ARFEROEFERNEEAMEEFREN
FHIRE AR ZRRBFREG BBREM
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EEEREE

The directors present their annual report and audited
consolidated financial statements for the year ended 31st
December, 2010.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of its principal subsidiaries and principal associate
are set out in notes 45 and 46 to the consolidated financial
statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st Decemober,
2010 are set out in the consolidated statement of
comprehensive income on page 45 to 46 of the annual report.

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

PLANT AND EQUIPMENT

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

SHARE CAPITAL

Details of the share capital of the Company are set out in note
29 to the consolidated financial statements.
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DISTRIBUTABLE RESERVES OF THE COMPANY

In the opinion of the directors, the Company’s reserves available
for distribution to shareholders as at 31st December, 2010 and
31st December, 2009 consisted of contributed surplus and
accumulated profits were nil.

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

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

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

DIRECTORS

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

Executive directors:

Mr. Lau Siu Ying (Chairman)
Mr. Luo Xi Zhi
Mr. Wang Yu

Non-executive directors:

Mr. Fung Oi Ip, Alfonso
Mr. Lo Wing Yat (resigned on 30th September, 2010)

Independent non-executive directors:

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

In accordance with clause 87 of the Company’s bye-laws,
Messrs. Luo Xi Zhi and Chang Wing Seng, Victor shall retire at
the forthcoming annual general meeting and, being eligible, offer
themselves for re-election.
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None of the directors being proposed for re-election at the
forthcoming annual general meeting has a service contract with
the Company or any of its subsidiaries which is not determinable
by the Group within one year without payment of compensation,
other than statutory compensation.

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

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS IN
SHARES AND UNDERLYING SHARES

At 31st December, 2010, the interests and short positions of
the directors, the chief executive and their associates in the
shares and underlying shares of the Company and its associated
corporations (within the meaning of Part XV of the Securities and
Future Ordinance (“SFO”)), which were required to be notified to
the Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests and short positions which they
were taken or deemed to have under such provisions of the
SFO), or as recorded in the register maintained by the Company
pursuant to Section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed
Companies (the “Model Code”), were as follows:

(a) Ordinary shares of HK$0.10 each of the Company

Name of director Capacity

EEge 514

Mr. Lau Siu Ying (“Mr. Lau”)
2 NELRE ([Bl5%4E]) 2REFERAE (M)

Beneficial owner

BEaDlEB A

China Fortune Holdings Limited FE RZIZERER AT

Held by a discretionary trust (Note 1)

BREERRAEFAS L ERETCEEME
BR R B Sk AR AT B A B AT SL R — F A AL
MASEBAEME CEEMERIN MK LEZR
BaK-

EFRVTEFTRBUFATETZEHEER
BARRZ AR ABFEERZB L.

ESERITHRARRKRGO REBERSG 2
=

R-ZF-—FF+-_A=+—H EF 1TBREH
LRESFHEANARAREBEZE (EER
FHFLBEED (15 LB G ) EXVED)
Zhh REEERO T HEBARER S LG &
BIEXVEF R TR F8N MM AR AT REEME
RXHMAERAE (1B mgs KRR (2
BREREESLAE GO ARG ME Fk
BIERA 2B RAR) © HALARRAIR
BES REEIRAIE352KFE 2 B a9
BmMRE HBERBERLTRARERTETE
HR P2 FETH ([RETR) MERRE R
BT S FORR T

(a) *AFFKREE01087T2BER

Percentage of
Number of the issued share

issued ordinary capital of

shares held the Company
FBE®T (AR ERT
EEREE RAEAB DL
188,300,013 22.92%
259,996,285 31.64%
448,296,298 54.56%




Directors’ Report
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to acquire shares of the Company, being the interests held

beneficially by his spouse.

(b) Share options (b) ERE
Number of
Number of underlying
Name of director Capacity options held shares
E=pE g7 B REHR HERKRDEE
Mr. Lau Beneficial owner 2,000,000 2,000,000
254 BB A
Held by spouse (Note 2) 1,000,000 1,000,000
R EB#E (MfeE2)
Mr. Luo Xi Zhi Beneficial owner 100,000 100,000
‘mEZEE ERnEEA
Mr. Wang Yu Beneficial owner 300,000 300,000
TREE EREBA
Mr. Fung Oi Ip, Alfonso Beneficial owner 150,000 150,000
HBEERE EREBA
Mr. Chang Wing Seng, Victor ~ Beneficial owner 200,000 200,000
EPoK B 5 & ERBEEA
Mr. Wong Lit Chor, Alexis Beneficial owner 100,000 100,000
| KL EREBA
Mr. Chen Yi Gang Beneficial owner 100,000 100,000
BR IR RN 5 A4 EREBA
3,950,000 3,950,000
Notes: B 5
1. These shares are held by Future 2000 Limited, a company 1. ZERMHBTRBEXESHMRZIZA
incorporated in the British Virgin Islands which in turn is held A]Future 2000 Limited# A * &% A & H
by a discretionary trust, the beneficiaries of which include Mr. ZEARBIEE ARBREEFLNEE
Lau, his spouse and his children. ERFF-
2. Mr. Lau is deemed to be interested in 1,000,000 options 2. BISEARABREAE1,000,0001 A REAA A

Btz BRENER BERBERKA

P2 T2
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3. On 23rd December, 2009, the Group completed its 3. ZETNFF+ZAZ+=RH FEEFRE
acquisition of a 50.8% equity interest in a mining company in AU — AR EARLME ([FE])E
the People’s Republic of China (‘PRC”), Huangshi Sifa Mining ENAEAMBREAR A ([E%E
Company Limited (“Sifa Mining”), whereby the Company %) 50.8%1 1 % o 1 B B0 0 U BE R (E
issued to Mr. Lau, as part of the consideration, certain ARAMBEEBRTE2HARFAEHA
convertible loan notes which in aggregate are convertible 142,857,142 AR A R L @R M & T 7 iR
into 142,857,142 ordinary shares of the Company, upon full REHBEERE RZT—F—AWA 8%
conversion. On 4th January, 2010, Mr. Lau fully converted all EEREABAATRREBERALRR
convertible loan notes into shares of the Company. AR ©

The interest disclosed above represents long positions in R R R IR AN A B SR A E 2 IR

the shares and underlying shares of the Company or its 1 R ABRE R (0 ) i & o

associated corporations.

Save as disclosed above, none of the directors, chief br EHTEEIN - EE  2RITHABLE
executives nor their associates had any interests or EMBAR_Z—ZF+_A=1+—B#
short positions in any shares or underlying shares of the EHEAAQRIREECMMEREZE (TEER
Company or any of its associated corporations as defined in BHREERO) E MR h S ABRE RN 2
the SFO at 31st December, 2010. REmSOARE -
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SHARE OPTIONS B R

Particulars of the Company’s share option scheme are set out in KNARIEREAE 2HBEN G S B R XM
note 30 to the consolidated financial statements. The following 30 NEREEAANTEREFANZEE:
table discloses movements in the Company’s share options

during the year:

Outstanding Lapsed Outstanding
Exercise  at beginning during at end of
Date of grant price of the year the year the year
RHBH TEE FOHKRTHE FREY FRERTE
HK$
BT
Category | - Directors
FIFE-EF
Mr. Lau 7.5.2007 1.29 2,000,000 - 2,000,000
g xsE
Mr. Luo Xi Zhi 7.5.2007 1.29 100,000 - 100,000
BE2EE
Mr. Wang Yu 7.5.2007 1.29 300,000 - 300,000
FREL
Mr. Fung Oi Ip, Alfonso 7.5.2007 1.29 150,000 - 150,000
BRELE
Mr. Lo Wing Yat* 7.5.2007 1.29 100,000 (100,000) -
B KR SE L
Mr. Chang Wing Seng, Victor 7.5.2007 1.29 200,000 - 200,000
KBk
Mr. Wong Lit Chor, Alexis 7.5.2007 1.29 100,000 - 100,000
BAMEE
Mr. Chen Yi Gang 7.5.2007 1.29 100,000 - 100,000
BRINAI % &
Total for directors 3,050,000 (100,000 2,950,000
ey
Category Il - Employees
FNE-EE
Employees 7.5.2007 1.29 1,652,000 (6,000 1,546,000
EE
Category Ill - Consultants
ENE-EH
Consultants 7.5.2007 1.29 3,950,000 - 3,950,000
1
Total for all categories 8,552,000 (106,000) 8,446,000

FR KR I 5t

*

resigned during 2010
L RZE-TERE
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ARRANGEMENT TO PURCHASE SHARES OR BERONIEZZ2ZH
DEBENTURES

Other than the share option scheme disclosed above, at no M ENHECERETZIN REREMERR
time during the year was the Company, its holding company or ANAT - HERR AR SEMMN B A mam
any of its subsidiaries a party to any arrangements to enable FRIZHE BERATES A FEE AND TS
the directors of the Company to acquire benefits by means of FEMEABEE RN EEMER 5 -
the acquisition of shares in, or debentures of, the Company or WEZREH R MISHE I F XN ENBEES
any other body corporate. None of the directors, their spouses FR ] REARRABNEFEZER IR LITFEF
or children under the age of 18 had any rights to subscribe for % ERER) o

the securities of the Company or had exercised any such rights

during the year.

DIRECTORS’ INTERESTS IN CONTRACTS OF BEEREAGHARBERGZ2ESR
SIGNIFICANCE AND CONNECTED TRANSACTIONS

No connected transactions nor contracts of significance KNG EEBRERARRR] LERAR IR
to which the Company, its holding company or any of its B AT RNERFENTEERBCOE 2 EE
subsidiaries was a party and in which a director of the Company REREREHNTHEEEIHEE R ERE-
had a material interest, whether directly or indirectly, subsisted at

the end of the year or at any time during the year.
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SUBSTANTIAL SHAREHOLDERS FTERR

BRI D BR B 5 K& B R I 336§ P 3%
EZIERREMIIR R_T—FF+ A
=t+—B ARFERTIRRERNRF D #H
TR AR -

The register of substantial shareholders maintained by the
Company pursuant to Section 336 of the SFO shows that, as at
31st December, 2010, the following shareholders had notified
the Company of relevant interests in the issued share capital of
the Company.

(a) Ordinary shares of HK$0.10 each of the Company (a) ZLXEJEREE10ETZEAEK

Percentage of
Number of the issued share

Name of issued ordinary capital of
substantial shareholder Capacity shares held the Company
e #T (hERQARBERT
FERRER 514 EEREE RA&AZBDE
Mr. Lau Held by a discretionary trust (Note 1) 188,300,013 22.92%
Eilbie RREEFERA (M)
Beneficial owner 259,996,285 31.64%
EnfEAA
448,296,298 54.56%
Mr. Lee Wai, Timothy Held by controlled entity (Note 2) 188,300,013 22.92%
FREEE XEHERES (Hi2)
Ms. Lei Yuting Beneficial owner 51,000,000 6.21%
EEN BB A
(b) Share options (b) BRE
Number of
Name of Number of underlying
substantial shareholder Capacity options held shares
FTERRER 514 B REHER HERGDEE
Mr. Lau Beneficial owner 2,000,000 2,000,000
&bt EnEEA
Held by spouse (Note 3) 1,000,000 1,000,000
RERA (HE3)
Mr. Lee Wai, Timothy Beneficial owner 100,000 100,000
FEEE E&EERA
3,100,000 3,100,000
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Notes:

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

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

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

4.  On 23rd December, 2009, the Group completed its
acquisition of a 50.8% equity interest in Sifa Mining in the
PRC, whereby the Company issued to Mr. Lau, as part of
the consideration, certain convertible loan notes which in
aggregate are convertible into 142,857,142 ordinary shares
of the Company, upon full conversion. On 4th January, 2010,
Mr. Lau fully converted all convertible loan notes into shares of
the Company.

Wb :

ZERMBERBEZHESEMKLZA
AlFuture 2000 Limited#% A @ M2 A &) B
— 2 HEEAEEE ZEEEIEZIZIZAR
FR A HEBREFR-

RIEFESH N EGEN ARTELEFE
M Future 2000 LimitedZ B R A& 17{E =
DZ—AERERE MR AEEARAR

3 -

25 A 18 BB 1,000,000 Al sREE AR A
Bz EREES NEEBESHEY

Bl

—TEEANE+ A+ =8 FAEERTK
Uiz B 4 35 18 250.8% K9 #E 25 - 1E A 2019 Uk
BRE AARMALERTE2EERE
A B R A142,857,1420% 7K A &) 8 AR A
ETARERZEE - R —ZF—A
A BEEBE2HA BB RRER
ZRERRARRG -

APPOINTMENT OF INDEPENDENT NON-EXECUTIVE ZEEBIFHITES

DIRECTORS

The Company has received, from each of the independent non- ARREWENZBILIENITE IR R E
executive directors, an annual confirmation of his independence H EMMBA ([ EMARR]) E313KHEB T

pursuant to Rule 3.13 of the Rules Governing the Listing of MERZ FEEERK - NABIRE - FTBBILIE
Securities on the Stock Exchange (the “Listing Rules”). The HMITESHEBB I AL

Company considers all of the independent non-executive

directors are independent.
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PRE-EMPTIVE RIGHTS

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

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

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

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st December, 2010:

(1) The aggregate sales attributable to the Group’s five
largest customers and the largest customer represent
approximately 25.8% and 9.8%, respectively, of the
Group’s total revenue;

(2) The aggregate purchases attributable to the Group’s
five largest suppliers and the largest supplier represent
approximately 99.7% and 98.7%, respectively, of the
Group’s total purchase.

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

Directors’ Report
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Directors’ Report

EEEREE

CORPORATE GOVERNANCE

Save as disclosed in the Corporate Governance Report on
pages 21 to 29 of this annual report, the Company has complied
throughout the year with the Code on Corporate Governance
Practice as set out in Appendix 14 to the Listing Rules which
were then in force.

Detailed information on the Company’s corporate governance
practices is also set out in the Corporate Governance Report.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up
by the Remuneration Committee on the basis of their merit,
qualifications and competence.

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

market statistics.

The Company has adopted a share option scheme as an
incentive to directors and eligible employees, details of the
scheme is set out in note 30 to the consolidated financial
statements.

SUFFICIENCY OF PUBLIC FLOAT

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

EVENTS AFTER THE REPORTING PERIOD

No material significant events occurred after the reporting
period.

China Fortune Holdings Limited FE RZIZERER AT
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BEMN ARARERN—HERERARZ b
TRAIM 1458 2 DB AT Rl

ARRREEATAZHMER TR EEE
AREER.
& B

AEEZEEMEHRATFMEESRL - AU
BEZRBR BERTHREE-

ARBEEZMEMFHNZEEREARAZ
REXE AARBERRAEMSEIBEE -

AABOHEM—BEREASEAGKTESEL
BEREBZHEE FHFBRHREA TR
K I FE30 ©

REARNBERE

ARRARBE_Z—THF+_A=+—HLF
EA-—HHEFREANARIERE -

HBMRER

REHRRLBHELERER-



Directors’ Report

EEEREE

AUDITOR BB

Deloitte Touche Tohmatsu was re-appointed as the Company’s EHeER A MITE R _E—ZEF,\A
external auditors by the shareholders at the Annual General —HBEFIRERAFEARS FEREER KRN

Meeting on 1st June, 2010, and tendered resignation on 22nd BINEZEET R 2 E—-EE+—A=+=
November, 2010. BDO Limited was appointed as the Company’s Bz %ﬂ% é.iﬁ%éi CREZEGMEBAER
external auditors by the shareholders at the Special General ANEIER-_E—ZEF+-_A++HETZ2ER

Meeting on 17th December, 2010. Hx%ﬁ@iﬁ%ﬁx%ﬂﬂﬁ%ﬁA A HNIBAZ BUAD o

A resolution will be submitted to the annual general meeting RATERERAFARS FHE2ERESESE
of the Company to re-appoint BDO Limited as auditor of the EEeMEKAER DR AKRRD A ZEE 2

Company. RERR

On behalf of the Board REEES

Lau Siu Ying 21/ R

CHAIRMAN *E

Hong Kong, 30th March, 2011 B —E——F=ZA=1+H
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Disclosure pursuant to Rule 14A.59(10)(a) of the Listing Rules
R 5 £ TR AISE14A.59(10)(a) iR E L 2 K B

Reference is made to the circular (the “Circular”) of the
Company dated 29th January, 2009 and the announcement of
the Company dated 7th March, 2011, among other things, in
relation to the acquisition of 50.8% effective interest in the PRC
Mining Company (the “Acquisition”). Terms herein shall have
the same meaning as those defined in the Circular unless the
context requires otherwise.

In compliance with Rule 14A.59(10)(a) of the Listing Rules, the
Independent Non-executive Directors of the Company would like
to provide an opinion that:

The profit requirement under the Acquisition for the period
from 23rd December, 2009 to 22nd December, 2010 falls short
of a sum of RMB71.7 million as guaranteed under the Profit
Guarantee (for one year only) given by Mr. Lau for which Mr.
Lau, also the connected person of the Acquisition, is required to
have compensated the Company for such sum by adjusting the
principal sum of the first tranche Promissory Notes from HK$40
million to HK$8 million accordingly, which has been confirmed
and accepted by Mr. Lau, and properly taken into account in the
audited financial statement of the Group as at 31st December,
2010. As a result, Mr. Lau has already fulfilled his obligation
under the Profit Guarantee.

Chang Wing Seng, Victor

R oK By B

Wong Lit Chor, Alexis

BRERARARFERA-_ZTTNAF A=+
BZ@EH ([EEK]) RARBBEMA—T——F
ZREBRZfm REER(EPEE)WES
BiEx A R50.8%EH s ([IWBFER]) -k
XESBEBAIN AR ZAEERKE R
EEABRRME-

BIE F R BIE14A.59(10) (@) AN A F1E 7 3E
WITESERRETIER

BRBEWESERZLEMG T 2B5MNRE (E
E—FHR) BE-_ZTNF+=-A=+=AH
BT EF+ AT A HEENEX
ZRREEAAREET1,700,0007  Fit - 2%
E(NABREBESEE BEEAT) BRAQFMHE
ZEBERE AAABE—HEALEBRZASE
F140,000,0007% 7T 48 & 58 E 28,000,000 7T -
MECAECEREUEAFE YERAEEZ
T—EFF+ A=+ AZKEERTERERF
R A B AECBITERNEFNRET X
Eo

Chen Yi Gang
BR 7~ )

Independent Non-executive Directors

BULIPTEF
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Independent Auditor’s Report

|IBDO

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

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

B M % A

25t Floor Wing On Centre
111 Connaught Road Central

Hong Kong
HEETHEP1115E
Ik HI>254E

www.bdo.com.hk

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

We have audited the consolidated financial statements of China
Fortune Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages
45 to 146, which comprise the consolidated and company
statements of financial position as at 31st December, 2010,
and the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended,
and a summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of these 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 these 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 Section 90 of the
Bermuda Companies Act, and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report.

HFEREZRERQAIMURR
(RBRZEEMKIZERAT)

AZBEITE TR BRHEIIN F46HEH146
BREREZERBRAR ([ERE)]) REWE
[ (M [EEE])NRAMBRE BER
“E-TFEL+ A=+ HZHEERARAMK
ARER BEZBLEFEZEEEEBAR 4
ERDZEHRNRGARSRER URETES
AARRBMEREAMFERAER -

ESHAAMBRRARENER

BERREFARRRET LG RMA
BEMBRELERETE (REED) WKE
EREHRRBEE R R ZFRA MR
R NEREEARBREZEEAVBBRRMAL
ENAREE UEEEMBERIFEAR
RS AR T E B E R R R

BREETNEE

AINEERERBATHNEZHZEEAME
BRBERER  WIRRARE (RFVE) H90kK
ERERRRBRE - FRULIAIN  RITHHRES R
BHME R AT AIRARENAT - HEM
H AL 8 EsAERE-
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Independent Auditor’s Report
BB R

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 the 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 31st December, 2010 and of the Group’s profit and
cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BDO Limited

Certified Public Accountants

Ng Wai Man

Practising Certificate Number: PO5309
30th March, 2011
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Consolidated Statement of Comprehensive Income

SEEEBAR

For the year ended 31st December, 2010 HE—FT—ZF +-_A=F+—HIFE

Continuing operations
Revenue
Cost of sales

Gross profit

Other income

Other gains and losses

Selling and distribution costs
Administrative expenses

Finance costs

Loss on disposal of subsidiaries
Gain on disposal of an associate
Share of results of associates

Profit/(loss) before income tax
Income tax expense

Profit/(loss) for the year from
continuing operations

Profit for the year from
discontinued operations

Profit/(loss) for the year

Other comprehensive income
Exchange differences arising
on translation
Share of translation reserve of
associates
Translation reserve released
upon disposal of an associate

Translation reserve released upon

deregistration of a subsidiary

Total comprehensive income
for the year

FEREE
W s
HHE KA

EM

H A

H b Wezs [ 548
HE KD KA
THBEHR

B & B A
HEMB LR ZEE
HE— KBt 2 R w2 Wat
DIHBERRZ XA

BATERAER, (BE)
PIREE 5 S

SEELEEBFE
wA (ER)

ERIEREXBFEE A

FERMN (ER)

H b 2 m WA
RmEmMEL 2 EREZR

DHBERR 2B G

R E — KB & R R R R

MR E A

BUH R — K B 2 A B R

BR By 2 5 G 6

FEZHEABUWA

Notes

B &

20

10

12

11

2010 2009
HK$’000 HK$’000
FET FET
2,544,120 2,067,961
(2,479,356) (2,030,657)
64,764 37,304
4,668 6,201
9,280 (170,998)
(22,450) (20,235)
(27,308) (20,259)
(11,658) (2,282)
- (4,974)

- 1,437

444 732
17,740 (173,074)
(2,104) (26)
15,636 (173,100)

- 671

15,636 (172,429)
20,931 (1,476)

- 3

- (133)

(3,941) —
16,990 (1,606)
32,626 (174,035)
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Consolidated Statement of Comprehensive Income

SLEEHEBAR

For the year ended 31st December, 2010 HEZ—F—ZF+_A=+—HIFE

2010 2009
Notes HK$’000 HK$’000
k=2 FET FET
Profit/(loss) for the year BiEFERR (BE) :
attributable to:
Owners of the Company RAEHEE A 14,875 (171,983)
Non-controlling interests FE 172 ) 14 e 2 761 (446)
15,636 (172,429)
Total comprehensive income i EZEBIKA :
attributable to:
Owners of the Company KRARHERE A 24,989 (173,542)
Non-controlling interests FE 2= 1) 14 e 2 7,637 (493)
32,626 (174,035)
From continuing and discontinued — #48 & B 48 IE & & ¥ 75 P15
operations
Earnings/(loss) per share SRAF (EE)
— basic and diluted —HA R #E 16 1.82flicents (45.32)fllicents
From continuing operations RELEXBRE
Earnings/(loss) per share SRAF (EE)
— basic and diluted —HAR#E 16 1.82{licents (45.49){llicents
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Consolidated Statement of Financial Position
E AR R &R

At 31st December, 2010 R=ZE—ZF+—-_HA=+—H

2010 2009
Notes HK$’000 HK$’000
=2 FH& T FHETT
Non-Current Assets kRBEE
Plant and equipment B K 5% 1 17 8,680 6,701
Mining right PRI 18 433,683 415,840
Goodwill EES 19 2,910 2,910
Investment in an associate —REERFZEE 20 4,463 4,919
Available-for-sale investment A HERE 22 69 69
Club memberships BT 23 1,376 1,358
451,181 431,797
Current Assets RBEE
Inventories FE 24 187,155 164,774
Trade and other receivables e B 5 BR 3k & H b Uk
AR 3K 25 173,150 85,849
Bills receivable e E & 7,056 -
Other assets H A& = - 1,469
Amounts due from related parties  fEULFE3E A + 2 18 26 3,172 5,721
Taxation recoverable Al W B 7 18 - 2,063
Bank balances and cash IRITEBR MRS 27 45,667 7,264
416,200 267,140
Current Liabilities REBAE
Trade and other payables FE 1B 5 BR 3 R E A FE <
AR 3K 28 203,873 89,797
Amounts due to related parties BN REEA L 2 FKIE 26 8,770 25,781
Taxation payables FERFIE 6,782 4,579
Bank and other borrowings RITREMEE 31 50,030 14,010
Promissory notes R 33 45,796 7,549
315,251 141,716
Net Current Assets REBEEFE 100,949 125,424
Total Assets less Current BEERARBER
Liabilities 552,130 557,221
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Consolidated Statement of Financial Position
mE AR R &R

At 31st December, 2010 R=Z—ZF+-_HA=+—H

2010 2009
Notes HK$’000 HK$’ 000
Mo 7E FET FAT
Capital and Reserves EXRE#E
Share capital % 7S 29 82,166 67,881
Reserves i 201,445 90,373
Equity attributable to owners of ZARATEE AEERER
the Company 283,611 158,254
Non-controlling interests FEEEEER 162,695 155,058
446,306 313,312
Non-current Liabilities kRBEE
Deferred tax liabilities EEFIE 8 (& 34 105,824 101,473
Convertible loan notes Al ;g E R EIE 32 - 100,306
Promissory notes A H B 33 = 42,130
105,824 243,909
552,130 557,221
On behalf of the Board REEZEE
Lau Siu Ying Luo Xi Zhi
IR BB
CHAIRMAN DIRECTOR
TE EZE
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Non-Current Assets
Interests in subsidiaries

Current Assets
Other receivables
Amounts due from subsidiaries
Bank balances and cash

Current Liabilities
Other payables
Amounts due to subsidiaries
Amount due to a related party
Promissory notes

Net Current Liabilities

Total Assets less Current
Liabilities

Capital and Reserves
Share capital
Reserves

Non-current Liabilities
Convertible loan notes
Promissory notes

Statement of Financial Position

B F5 AR R &

At 31st December, 2010 R=ZE—ZF+—-_HA=+—H

FRBEE
(R)- NG 5

RBEE
Ho Al & U AR R
A& LT B B8 1 R R IR
RITERNE S

REBAE
H Al AT BR K
JEA B /B8 2 R IR
e —RBEBALZFIA
EARE

REBAEEFE

REERRBAE

BEXRf#E
&N
ff 18

FRBAEE
AR ERER
EARE

On behalf of the Board

Lau Siu Ying

£

CHAIRMAN

FIE

Notes
B 5

21

21

21
26
33

29
43

32
33

2010 2009

HK$’000 HK$’000

FET FH&TT

50,577 48,435

50,577 48,435

273 280

5 8

278 288

1,148 1,677

6,520 6,520

8,037 =

45,796 7,549

61,501 15,746

(61,223) (15,458)

(10,646) 32,977

82,166 67,881

(92,812) (177,340)

(10,646) (109,459)

= 100,306

— 42,130

- 142,436

(10,646) 32,977
RERESE
Luo Xi Zhi

Bz
DIRECTOR
EFE
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Consolidated Statement of Changes in Equity
MERERBEX

For the year ended 31st December, 2010 & ZE —ZT—ZTF+ - A=+—HILFE

Attributable to owners of the Company

RATEEAER
Share Non-
Share Share Special  Translation  Statutory option  Accumulated controlling Total
capital premium reserve reserve funds reserve losses Total interests equity
BRE M

BA  BRAER  BHRE AERE  AEES WE  REER 2% BE  RzlE
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HKS'000  HK$'000
Tign TR TR TR TiEn TR TR TiEm TiEn TR

(Note |) (Note ij)
() i)

At 1st January, 2009 RZZZNE-A-8 37,279 195,183 2,481 50,606 30,132 5,097 (131,280) 189,498 5,282 194,780

Loss for the year FERE - - - - - - (171,983  (171,989) (446)  (172,429)

Exchange differences arising RbEmMEECERZR

on translation - - - 1,429) - - - (1,429) @ (1478

Share of translation reserve of ~ DEBEAE 2 AERE

associates - - - 3 - - - 3 - 3
Translation reserve released R E — KB E R AR

upon disposal of an associate KR KR E i = - - (133) - - - (133) - (139)
Total comprehensive income FER2EGHA

for the year - - - (1,559) - - (71983 (173,542) (493 (174,035)
Transfer of reserve upon REREXRGEEREE

forfeiture of share options - - - - - (614) 614 - - -
Issue of shares arising on RYE-RKBA Ak

acquisition of a subsidlary MEARH 30602 111,69 - - - - - {42208 150269 202,567
At 31st December, 2009 RZZZNE

+-A=1+-A 67,881 306,879 2,481 49,047 30,132 4,483 (302,649) 158,254 155,058 313,312

Profit for the year FEEF - - - - - - 14,875 14,875 761 15,636
Exchange differences arising AREmEEZERZR

on translation - - - 14,055 - - - 14,055 6,876 20,931
Translation reserve released HEFM—RHE QA

upon deregistration of RROAERR

a subsidary - - - (3,941) - - - (3,941) - (3,941)
Total comprehensive income FEE2ELAHA

for the year - - - 10,114 - - 14,875 24,989 7,637 32,626
Transfer of reserve upon RNEREXREERGE

forfeiture of share options - - - - - (55) 55 - - -
Issue of shares upon conversion BT BB ERZHE

of convertible loan notes mET R 14,285 86,083 - - - - - 100,368 = 100,368
At 31st December, 2010 RZ%-%

+-f= 82,166 392,962 2,481 59,161 30,132 4,428 (287,719) 283,611 162,695 446,306

Notes: Bfet:

()  The special reserve represents the difference between the nominal () HRIFEEEMEERNBEARZKRMEEREARR
value of the shares of the subsidiaries acquired and the nominal AR—NMANFETEBSARSWEMET
value of the Company’s shares issued for their acquisition at the ZBROEER 2 EZE-
time of the group reorganisation in 1999.

(i) The statutory funds are reserves required by the relevant laws (i) ZEEESEBEARAEBTEREARIEM
applicable to the Group’s subsidiaries established in the People’s ([HFEDKZZHB AR 2B BEGBREZ
Republic of China (the “PRC”) and can be utilised to offset the prior R WA AREEZETENE QR AESE
years’ losses of the PRC subsidiaries. EZEE-

5(0 china Fortune Holdings Limited HE fE1ZR AR A A



Consolidated Statement of Cash Flows
GhEEERER

For the year ended 31st December, 2010 HE—FT—ZF +-_A=F+—HIFE

2010 2009
Notes HK$’000 HK$’000
k=2 FET FET
OPERATING ACTIVITIES RETH
Profit/(loss) before income tax BRETERATER, (&)
Continuing operations FECE TS 17,740 (173,074)
Discontinued operations BRI T - 772
17,740 (172,302)
Adjustments for: HE
Interest expenses BB 11,658 2,330
Interest income FE WA (317) (452)
Reversal of allowance for RIREFEE D
doubtful debts (397) (14,916)
Allowance for trade and other FEUE 5 BR 30 K L b FE U
receivables R B 2,852 994
Impairment loss recognised RAHEERERRZRE
in respect of available-for-sale =g
investment - 217
Impairment loss recognised REERRZRERSE
in respect of goodwill - 184,340
Impairment loss recognised in M—RBERRRERRZ
respect of investment BB EE
in an associate 900 =
Fair value loss on derivative MTEMBITAZ AT EEE
financial instrument - 326
Loss on disposal of subsidiaries HEWEB QR ZEE - 4,974
Gain on disposal of an associate & —R¥EZE QR 2 ks - (1,437)
Adjustment to estimated FErEREESHE AR
compensation by the Vendors 88 (109) -
Share of results of associates DREEE R B 2 ELE (444) (732)
Write down of inventories FE MR 1,395 8,249
Depreciation of plant and EREETE
equipment 1,831 1,278
Gain on waiver of trade and HREENESERR
other payables H b R 2 e - (5,695)
Write back of amount due to BEEN—KWB AR
a minority shareholder of a —ZLHBRR L
subsidiary (7,862) -
Loss/(gain) on write-off/disposal of i #, HEME K&K E 2
plant and equipment BB (E) 2 (127
Amortisation of mining right PR e B 533 -
Reversal of impairment BBl = P 5 TR
loss recognised in respect of B EE
club memberships (11) (82)
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Consolidated Statement of Cash Flows

GERERER

For the year ended 31st December, 2010 &= —

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

Cash generated from operations
PRC Enterprise Income Tax
refunded/(paid)

NET CASH GENERATED FROM
OPERATING ACTIVITIES

INVESTING ACTIVITIES

Decrease in pledged bank deposits

Decrease in other assets
Proceeds from disposal of
associate
Proceeds from disposal of
plant and equipment
Disposal of subsidiaries
Interest received
Repayment from/
(advance to) minority
shareholders of subsidiaries
Acquisition of subsidiaries
Purchase of plant and equipment

NET CASH GENERATED FROM
INVESTING ACTIVITIES

EEESEFHA 2
KEBERE

7

FE U B 5) BR 3R K EL A FE U
AR SR (38n) R A

e =& ($Ehn) R
FERT 8 2 BR 3R I B FE A
BR SR8 0

REXGHERS
BRE (BEH) B
FIREE

RETHHMERETFE

REED

BRI RITETORD
H & ERD

HEBE QA 2SR
HE B K&t 2 FT S 5 IR
& B B8 & 7]

B KA 8

f 8 A R DB R 2
BR(BFR)

U FE 4 /B8 2 A
BERE M&E

REZHMEREFE

China Fortune Holdings Limited FE RZ=ZERER AT

—ZE+_A=+—HILFE

Notes

B &

2010 2009
HK$’000 HK$'000
FET FE T
27,771 6,965
(15,537) (13,556)
(85,464) 1,048
(7,056) 673
106,517 7,942
26,231 3,072
2,076 (1,699
28,307 1,373
= 30,392

1,542 21,331

= 2,000

= 488

= 558

317 452
4,571 (384)
= (7,665)
(3,568) (724)
2,862 46,448




FINANCING ACTIVITIES

Bank and other borrowings raised

(Repayment to)/advance
from a director

Repayment of other financial
liabilities

Repayment of bank and other
borrowings

Interest paid

NET CASH GENERATED FROM/
(USED IN) FINANCING
ACTIVITIES

NET INCREASE/(DECREASE)
IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR

Effect of foreign exchange rate
changes

CASH AND CASH EQUIVALENTS
AT END OF YEAR,
represented by
bank balances and cash

Consolidated Statement of Cash Flows
GhEEERER

For the year ended 31st December, 2010 BE T —ZF+-_A=F+—HIFE

2010 2009
Notes HK$’000 HK$'000
{N=a FET FE T
BMEEE
BESEZRTREMEE 182,900 =
—ZBE2 (BR) B
(18,922) 7,155
EREMMEARG
= (52,630)
EERTREMEE
(147,500) (38,582)
EF B (4,264) (2,038)
BEEEE, (FFH)
REFE
12,214 (86,095)
BERBESEEYHE M
(R4) F5E
43,383 (38,274)
FENzREeRBEESEEY
7,264 45,912
IR 2 &
(4,980) (374)
ERCBAESRBEESEEY
RE&:
IRITHEBR LIRS 45,667 7,264
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GENERAL

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

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

The Company is an investment holding company. The
principal activities of the Group are distribution and trading
of mobile phones and related accessories, development
of marketing and after-sales service network and mining
and processing of celestite, zinc and lead minerals. The
activities of its principal subsidiaries and principal associate
are set out in Notes 45 and 46, respectively.
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Notes to the Consolidated Financial Statements
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For the year ended 31st December, 2010 HE T —ZF+-_A=+—HIFE

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

(a) Adoption of new and revised HKFRSs - effective on

1st January, 2010

HKFRSs
(Amendments)

Amendments to
HKAS 39

Amendments to

HKFRS 2

HKAS 27 (Revised)

HKFRS 3 (Revised)

HK(FRIC) —
Interpretation 17

HK Interpretation 5

Improvements to HKFRSs

Eligible Hedged Items

Share-based Payment — Group
Cash-settled Share-based
Payment Transactions

Consolidated and Separate
Financial Statements

Business Combinations

Distributions of Non-cash
Assets to Owners

Presentation of Financial
Statements — Classification by
the Borrower of a Term Loan
that Contains a Repayment
on Demand Clause

Except as explained below, the adoption of these new

and revised HKFRSs has no significant impact on

Group’s financial statements.

RATRMBREEN([FEY
BwmEER])

(@) FRAFHTRERBETEBUMBEHEER
~R=F-—FF-FA-HEX

BREMBGHRE BAMB®RSE
ER(BRTA) EAZHUGE
BEEER ABEREHIEAHR

FE395: 2
EETA
EXMERELE URHDEERZ
B %258 2 X —&E
EETA NRESHEE 2
RO 5
BAGIEL HRERBILIVB
F2TH ETE
(#&15835])

FEMBHRE EBEH
% Rl 36 35%
(&7
F8 (BRME WHEBADE
HERE FREEE
Z8g)
— 2 BF17H
BEREFESR MBRRZZ7 -
ERAHBER
e B 22 SRR 1
RZEREFRZ
g

BT XAEEEIN RN EHT R

RETEEVGRELENEAEE
MEBRRLBERTE -
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For the year ended 31st December, 2010 HE—Z—ZF +_-_A=+—HIEFE

2. ADOPTION OF HONG KONG FINANCIAL 2. HEASEMBREER ([FEE
REPORTING STANDARDS (“HKFRSs”) (Continued) MEER ) (&)

(a) Adoption of new and revised HKFRSs - effective on (a) R REANEET & B B IHER

56

1st January, 2010 (Continued)

HKFRS 3 (Revised) — Business Combinations and
HKAS 27(Revised) — Consolidated and Separate
Financial Statements

The revised accounting policies are described in
Note 3, which are effective prospectively for business
combinations effected in financial periods beginning
on or after 1st July, 2009. Changes in HKFRS 3
include the valuation of non-controlling interest, the
accounting for transaction costs, the initial recognition
and subsequent measurement of a contingent
consideration and business combinations achieved in
stages. These changes impact the amount of goodwill
and the results in the period that an acquisition occurs
and future results. The adoption of revised HKFRS 3
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
ownership interest of a subsidiary (without loss of
control) is accounted for as a transaction with owners
in their capacity as owners, and accordingly, such
transactions are recognised within equity. When control
is lost and any remaining interest in the entity is re-
measured to fair value, and a gain or loss is recognised
in profit or loss. The adoption of revised HKAS 27 has
had no impact in the current year.
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Notes to the Consolidated Financial Statements

e M BRRME

For the year ended 31st December, 2010 HE T —ZF+-_A=F+—HIFE

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”) (Continued)

(a) Adoption of new and revised HKFRSs - effective on

1st January, 2010 (Continued)

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

The Interpretation is a clarification of an existing
standard, HKAS 1
Statements. It sets out the conclusion reached by

Presentation of Financial

the HKICPA that a term loan which contains a clause
which gives the lender the unconditional right to
demand repayment at any time shall be classified as a
current liability in accordance with paragraph 69(d) of
HKAS 1 irrespective of the probability that the lender
will invoke the clause without cause. The adoption of
HK Interpretation 5 has had no impact on the financial
statements in current and prior years.

2. KABEBMBHREER (B
BHREEQ]) (&)

(a)

AT RAEIGET BB BHEER
—-R-E-—FF-F—A4£H (&)

ERREESY - MBEBERZ25 -
BRABBS TR ERERENRZ
EHERZTE

BRELAEGEBSTEREIRYE
WRZENNZEBE -EHERTEER

fingcim ERXPERE—(FRGHE
A AR HE ) F] BE RS ESREE A
ERZGEF BRRBREBESHEINF
1SR E6IA)ER - DEARBRE T
8 TR 7R 4 81T {68 ALt fR SR 2 FT BEIE

RNEERBESRL BH AT LB
EFELMBERRAEEMZE-
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For the year ended 31st December, 2010 HEZ—F—ZF+_A=+—HIFE

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

2. KABRBMBHREER (B
BHREEQ]) (&)

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

(b) EEMAE KL F T RAEEE &
BYBHEER

AEBEYEREFRA T EMER
AR AT BE BN ER (B 2 SE AR RE 2 ¥
IR ER] BT RE A

The following new and 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:

Effective
date
£ B H
HKFRSs (Amendments) Improvements to HKFRSs 2010 (i) & (ii)
BERTBREER (BETAR) T -ZEFBMBRELE 2 BE
HK(IFRIC) — Interpretation 19 Extinguishing Financial Liabilities with Equity Instruments (i)
% (BRI BREZRE VAR 7R T B OB B 75 B &
Z8g) RESE19%
HKAS 24 (Revised) Related Party Disclosures (if)
ERGHERFE245 (KIEFT) BEALZKE
Amendments to HKFRS 7 Disclosure — Transfers of Financial Assets (iii)
ERVBMEERNETIR 2 RE-MBEELERE
EHEN
HKFRS 9 Financial Instruments (iv)
R BIREERIFEHR MBI A
Effective date: EVg=h
(i)  Annual periods beginning on or after 1st July, 2010 () RZE—ZTFLA—B=HERRZ

(i) Annual periods beginning on or after 1st January, 2011 (i)

FEBRAER

R-F——F—F—HxHEEKHARZ

F FZ HA RS AE 3

(i) Annual periods beginning on or after 1st July, 2011 (i) RZTE——FLA—H=HEHRIRZ
F 15 HAR A A

(iv)  Annual periods beginning on or after 1st January, 2013 (ivy R=ZZE—=F—H—B=H&HMIRZ
F FZ HA RS AE 3
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For the year ended 31st December, 2010 HE T —ZF+-_A=F+—HIFE

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”) (Continued)

(b) New and revised HKFRSs that have been issued

but not yet effective (Continued)

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.

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.

2. KABRBMBHREER (B
BHREEQ]) (&)

(b) EEMAE KL F T RAEEE &

BYUBHEEER (&)

B G ERFE245 (KLEET) B
REETHEEALTZES ZEAT
[7) AT A6 8 2B B8 i B A [R) BR P = 32 4R
RIBRFES  KRZEHXEATEZ
BERZAZRPzHEEALTRERH
B &R

m

\

ol

BREMBREEANFETR BT AR
EVBEEBRR D IR ILEREE
MRE YW BRR2ERAETER
BEREEHBEEMR T 2TMRER
ZABER B B ATERR 2 R
RAREER TSI 2 FRSRA
fEHBRIMREE

RIEBAMBREENFR  MBKE
ENETEREEMBEEZEBR
ARFBEEZENREREELRR
RN FERIRBERATEZHB
BE-AFEZRENEESNER
TR EIFESTHERARERIN
EREENHEME2EKATERE
@ BAMBRELENFIREERE
SRR I9% 2 W 15 B A FERR AT
ERTE MERBEREERAFENE
ZHBaBERIN HEABEEERR
BEymEL AFEESSEIINE
fl 2 E A P RER - BRI 3 BUER
RETREEBIN BEMBRESE
AFRRE BT B G ERIFE35RAE
M BEEMMBREZKILERR

}'_\E_'o
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For the year ended 31st December, 2010 HE—Z—ZEF +_A=+—HILFE

2.

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”) (Continued)

(b) New and revised HKFRSs that have been issued
but not yet effective (Continued)

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

SIGNIFICANT ACCOUNTING POLICIES

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

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

Business combination and basis of consolidation

The consolidated financial statements comprise the
financial statements of the Company and its subsidiaries.
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.

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.

China Fortune Holdings Limited FE RZ=ZERGR AT

2. RABAMBREEN (EEY

BHREEQ]) (&)

(b) EEMAE KL F T RAEEE &
BYUBHEEER (&)

AEBIEHZENT REETEEM
BREER 2 BEZEETHE M
FERARLEFTRERARSHIIR
REFTBEVHREENTIEHA
KB BHRREREATE -

EX-3- e

SR MAIR IR KA R
ATEHBRFMEZE THBETARA
FlEsE

ZEVBBRRIDBBEELSAM IS HEM
ZEBMBHREERNRER - I ZFHH
BREEBEMARIMAERARES L
MARREEBRBERPIRE ZERIE -

RBEEHRGERE

REMBRREBEARAREMBRFZ
MBEHRE - REAMBRRME R H R AEH
RAREHRGNNREGE M B RRETH
i BRI B IRHEBREE RERR -
BRIREHEENT LK EUiFERT
BIENEE AR -

RERWESL L EH B AR 2 EERKE
XA HERGEREEMEHIEI AL
BEERARA (RERBRME) -NFE
ERAT WEBARZUBHHRREFELH
B HSAMETERRERNKREEMKER
REFERAE -



Notes to the Consolidated Financial Statements
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For the year ended 31st December, 2010 HE T —ZF+-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continuead)

Business combination and basis of consolidation
(Continued)

Business combination from 1st 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.

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.

3.
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SIGNIFICANT ACCOUNTING POLICIES (Continuead)

Business combination and basis of consolidation
(Continued)

Business combination from 1st January, 2010 (Continued)

When the Group loses control of a subsidiary, the profit or
loss on disposal is calculated as the difference between
() the aggregate of the fair value of the consideration
received and the fair value of any retained interest and
(i) 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.

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 1st 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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For the year ended 31st December, 2010 BE—FT—ZF +-_A=F+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continuead)

Business combination and basis of consolidation
(Continued)

The Group applies a policy of treating transactions with
minority interests as transactions with parties external to
the Group. Disposals to minority interests result in gains
and losses for the Group are recognised profit or loss.
Purchases from minority interests result in goodwill, being
the difference between any consideration paid and the
relevant share acquired of the carrying amount of net assets
of the subsidiary.

Goodwill

Goodwill is initially recognised at cost being the excess of
the aggregate of consideration transferred and the amount
recognised for non-controlling interests over the fair value
of identifiable assets, liabilities and contingent liabilities
acquired.

Where the fair value of identifiable assets, liabilities and
contingent liabilities exceed the fair value of consideration
paid, the excess is recognised in profit or loss on the
acquisition date, after re-assessment.

Goodwill is measured at cost less impairment losses. For
the purpose of impairment testing, goodwill arising from
an acquisition is allocated to each of the relevant cash-
generating units that are expected to benefit from the
synergies of the acquisition. A cash-generating unit to
which goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that the unit
may be impaired.

3.
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SIGNIFICANT ACCOUNTING POLICIES (Continuead)

Goodwill (Continued)

For goodwill arising on an acquisition in a financial year, the
cash-generating unit to which goodwill has been allocated
is tested for impairment before the end of that financial year.
When the recoverable amount of the cash-generating unit
is less than the carrying amount of the unit, the impairment
loss is allocated to reduce the carrying amount of any
goodwill allocated to the unit first, and then to the other
assets of the unit pro-rata on the basis of the carrying
amount to each asset in the unit. Any impairment loss for
goodwill is recognised in profit or loss and is not reversed in
subsequent periods.

EEREHBER(F)
B (#)

?ﬁ%ﬁﬁﬁkﬁﬁﬁqtﬁﬂﬂlﬁﬁﬁﬁ3$2ﬁﬁ%ﬁﬁ
FEOEOERBEZRSEABNERNZY
BZ@EMEEH\ ETREAA - BREEL
Bz @i ORZEMKREER
WEEERE & Lo i EMORZ LD B
ZEMBEzREE EMERZEMLA
EEEZRHEERUEDEEZEMZE
EE - BB EARESBRRBEER
mAgRERMAERE -

Investments in associates RBEZERLGZRE
An associate is an entity over which the investor has BENREREEISETREATE N2

significant influence and that is neither a subsidiary nor an R BHEVIIEANBARMEAEDE
interest in a joint venture. Significant influence is the power Bam BEBATENEIEEKRE TN
to participate in the financial and operating policy decisions Ko 48 R R B N FE 28 1) sk 2 [R5 il 3% I
of the investee but is not control or joint control over those KHIHE N -

policies.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting. Under the equity
method, investments in associates are carried in the
consolidated statement of financial position at cost as
adjusted for post-acquisition changes in the Group’s share
of the net assets of the associates, less any identified
impairment loss. When the Group’s share of losses of an
associate equals or exceeds its interest in that associate,
the Group discontinues recognised its share of further
losses. An additional share of losses is provided for and a
liability is recognised only to the extent that the Group has
incurred legal or constructive obligations or made payments
on behalf of that associate.
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For the year ended 31st December, 2010 HE T —ZF+-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continuead)

Investments in associates (Continued)

Any excess of the cost of acquisition over the Group’s
share of the net fair value of the identifiable assets, liabilities
and contingent liabilities of the associate recognised at the
date of acquisition is recognised as goodwill. The goodwill
included within the carrying amount of the investment is
not tested for impairment separately. Instead, the entire
carrying amount of the investment is tested for impairment
as a single asset. Any impairment loss recognised is not
allocated to any asset, including goodwill, that forms part
of the carrying amount of the investment in the associate.
Any reversal of impairment loss is recognised to the extent
that the recoverable amount of the investment subsequently
increases.

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

Revenue recognition

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

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

Service income is recognised when services are provided.

Interest income from a financial asset is accrued on a
time basis, by reference to the principal outstanding and
at the effective interest rate applicable, which is the rate
that exactly discounts the estimated future cash receipts
through the expected life of the financial asset to that
asset’s net carrying amount on initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES (Continuead)

Plant and equipment

Plant and equipment are stated at cost less subsequent
accumulated depreciation and accumulated impairment
losses.

Depreciation is provided to write off the cost of items of
plant and equipment over their estimated useful lives and
after taking into account of their estimated residual values,
using the straight-line method. The principal annual rates
used for the current year are as follows:

EEREHBER(F)
RERRZHE

FRE MR B AR LR R 8E R R
BB B 1R 51 Bk o

BERREEB 2T ERBEMG A EA
FHRFAGFRBEER  REHREM
HEKR RFEEMANEIEFERMT:

Leasehold 5%-33% or over the term of the HERE 5%-33%3% A A TH HA N
improvements relevant leases, whichever is (ABEE AB%E)
shorter
Furniture, fixtures and 20%-33% R -KER 20%-33%
equipment X
Motor vehicles 20%-25% T 20%-25%

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

Intangible asset — club memberships

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

Gains or losses arising from derecognition of the club
membership are measured at the difference between the
net disposal proceeds and the carrying amount of the club
membership and are recognised in the profit or loss when
the club membership is recognised.
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SIGNIFICANT ACCOUNTING POLICIES (Continuead)

Mining right

Mining right is stated at cost less subsequent accumulated
amortisation and accumulated impairment loss. Mining right
is amortised using the units of production method based on
the proven and probable mineral reserves.

Provision for close down and restoration costs

Close down and restoration costs are provided in the
accounting period when the obligation arising from the
related disturbance occurs, whether this occurs during mine
development or during the production phase, based on
the net present value of estimated future costs. The cost is
capitalised where it gives rise to future benefits, whether the
rehabilitation activity is expected to occur over the life of the
operation or at the time of close down. The capitalised cost
is amortised over the life of the operation and the increase
in the net present value of the provision is included in
borrowing costs. Where there is a change in the expected
decommissioning and restoration costs, an adjustment is
recorded against the carrying value of the provision and
related assets, and the effect is then recognised in the
profit or loss on a prospective basis over the remaining life
of the operation. Provision for close down and restoration
costs does not include any additional obligations which
are expected to arise from future disturbance. The cost
estimates are reviewed and revised at the end of each
reporting period to reflect changes in conditions.
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SIGNIFICANT ACCOUNTING POLICIES (Continuead)

Impairment losses on tangible and intangible assets
other than goodwill

At the end of reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those
assets have suffered an impairment loss or an impairment
loss previously recognised no longer exists or may have
reduced. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine
the extent of the impairment loss, if any. In addition,
intangible assets with indefinite useful lives are tested for
impairment annually, and whenever there is an indication
that they may be impaired. If the recoverable amount of an
asset is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable
amount. An impairment loss is recognised as an expense
immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount 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.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost, which comprises all costs of purchase and,
where applicable, cost of conversion and other costs that
have been incurred in bringing the materials and supplies to
their present location and condition, 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 of completion and the estimated
costs necessary to make the sale.
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SIGNIFICANT ACCOUNTING POLICIES (Continuead)

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

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

Foreign currencies

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

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they arise.

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

Foreign currencies (Continued)

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

Borrowing costs

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

All other borrowing costs are recognised profit or loss in the
period in which they are incurred.

Government grants

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

Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme and
other PRC state-managed retirement benefit schemes
are charged as expenses when employees have rendered
services entitling them to the contributions.

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

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

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax base
used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised for
all deductible temporary difference to the extent that it is
probable that taxable profits will be available against which
those deductible temporary differences can be recognised.
Such assets and liabilities are not recognised if the
temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other
assets and liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.
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SIGNIFICANT ACCOUNTING POLICIES (Continuea)

Taxation (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associates, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible
temporary differences associated with such investments
and interests are only recognised to the extent that it is
probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable future.

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

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which
the liability is settled or the asset is recognised, based
on tax rate (and tax laws) that have been enacted or
substantively enacted by the end of reporting period. The
measurement of deferred tax liabilities and assets reflects
the tax consequences that would follow from the manner
in which the Group expects, at the end of reporting period,
to recover or settle the carrying amount of its assets
and liabilities. Deferred tax is recognised in profit or loss,
except when it relates to items that are recognised in other
comprehensive income or directly in equity, in which case
the deferred tax is also recognised in other comprehensive
income or directly in equity respectively.
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SIGNIFICANT ACCOUNTING POLICIES (Continuea)

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group
entity becomes a party to the contractual provisions of
the instrument. Financial assets and financial liabilities are
initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial
assets and financial liabilities are added to or deducted from
the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are recognised
immediately in profit or loss.

Financial assets

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

Effective interest method

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

Interest income is recognised on an effective interest basis
for debt instruments.
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SIGNIFICANT ACCOUNTING POLICIES (Continuea)

Financial instruments (Continued)
Financial assets (Continued)
Loans and receivables

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

Available-for-sale financial assets

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

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

China Fortune Holdings Limited B RZ=ZERER AT

3.

EEREBER(F)
HBTA(E)
MBEE (&)

B REYIEH

ERE AR R R ART 5 L\ (E
MABEEXAIBENRZIFTETBKE
E -RFHEREK  ERREURER (B
FENE 2 B e Bt B I BR K - IBURSRIE
R EA T 2R B HERRITERR
RITHER LA T ) WERF EEIRE HK
R EBAREREESR (R TXHE
AU EEREBRE SFTEE)

R ERBEE

AHEENBEEBIITETR  TwE
BHEEXBDREBBRER AV EFEL
MBEE BERREURERIFEIRZ
BE-

SLAE VR BB T I5 Y B T 5 (B B TREA] 55
BRAFEZAHHERAKREMNS KE
RERROE M2 RAEE R - BRI
ERERIREERAE (R TIXEBY
BEEREBRZETERK) -



Notes to the Consolidated Financial Statements

e BRRME

For the year ended 31st December, 2010 BE T —ZF+-_A=F+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continuea)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets

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

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

e significant financial difficulty of the issuer or
counterparty; or

e  default or delinquency in interest or principal payments;
or

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

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

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets (Continued)

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

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

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

For financial assets measured at amortised cost, if, in
a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively
to an event occurring after the impairment losses was
recognised, the previously recognised impairment loss
is reversed through profit or loss to the extent that the
carrying amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.
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For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continuea)

Financial instruments (Continued)
Financial liabilities and equity

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

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

Effective interest method

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

Convertible loan notes

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

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

Financial instruments (Continued)

3.

TESHBE(E)

B%ITA (&)

Convertible loan notes (Continued) AR ERERE (&)
Transaction costs that relate to the issue of the convertible TR ERZREE R MR
loan notes are allocated to the liability and derivative BRENRAFELODEZEBE RITES

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

Other financial liabilities

Financial liabilities including trade and other payables,
amounts due to related parties, bank and other borrowings,
convertible loan notes (liability component) and put option

7o BOTHE R MR 2 R B AENE B 18
@milkR - BB B BEEZ R HKATIF
ABBEBOZREE LIRAIMBRERE
BZFHRABERNRREH -

A BR &

MHEEREENESRANEMENEK
R ENBEALSR RITMEMEE
‘Hﬁﬂxﬁﬂx?ﬁﬁ (BED) MaRE IR

obligation (host debt liability) are subsequently measured at B (xEBH)  EREABERFRXiR
amortised cost, using the effective interest method. ﬁ&ﬁﬁ&ﬁ#i o
Equity instruments #z T A

Equity instruments issued by the Company are recorded at

RARRET R TEREWRAEREA

the proceeds received, net of direct issue costs. BEEBEITKAAR-
Derivative financial instruments TTEMKIA

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

Derivatives are initially recognised at fair value at the date
a derivative contract is entered into and are subsequently
remeasured to their fair value at the end of reporting period.
The resulting gain or loss is recognised in profit or loss
immediately.
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For the year ended 31st December, 2010 BE T —ZF+-_A=F+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Continuea)

Financial instruments (Continued)
Embedded derivatives

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

Derecognition

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

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

3.

FESHBE(£)
HHIA (&)
BMAXTET R

RASEITAEEANZTET AEANG AR
MERERE G A 2 B ML IEE YR
B EXTANYUFEREZRARTESR
BmRAVFEFER FRBYITETA
BRI o

RIETER

MBEERBAREEERIE SR ZER
Eimb ARV B EEREREARE
EEBLERMBEEEMERZIBARD R
B B [0 SR B AR o IR I IER I S B EE R
ZHEAEZREERECKRMEKRRERE

R

MBREIREBEEORTE 2 RERR
BB MR RR - ERMBREZER
BHEENEENREzZENBERER -

Annual Report 2010 ¥ 79



Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31st December, 2010 HE—Z—ZF +_A=+—HIEFE

80

SIGNIFICANT ACCOUNTING POLICIES (Continuea)

Share-based payment transactions
Equity-settled share-based payment transactions
Share options granted to employees

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

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

Share options granted to consultants

Share options issued in exchange for goods or services
are measured at the fair values of the services received,
unless that fair value cannot be reliably measured, in which
case the services received are measured by reference to
the fair value of the share options granted. The fair values
of the services received are recognised as expenses
immediately, with a corresponding increase in equity (share
option reserve) when the Group obtains the goods or when
the counterparties render services, unless the goods or
services qualify for recognition as assets.
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For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which
are described in Note 3, the directors of the Company are
required to make estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated
assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results
may differ from these estimates.

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

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

Mining right

The mining right represents the right of Sifa Mining to
conduct mining activities in the location of Huangshi in
Hubei in the PRC. The mining right is amortised using
the units of production method based on the proven and
probable mineral reserves. However, the mining operating
permit issued to the Group by the Department of Land and
Resources of Hubei Province (J#iiL& B & JREE) is only
for a term of 5 years from 25th September, 2007 to 25th
September, 2012, though it is eligible for renewal thereafter.
In the opinion of the directors, the application for renewal
is procedural and the Group should be able to renew its
mining operation permit without significant costs, until all
the proven and probable minerals have been mined. In case
the mining operating permit cannot be renewed, the Group
may suffer a loss on its remaining investment in the mining
right.

Reserves estimates

Reserves are estimates of the amount of products that can
be economically and legally extracted from the Group’s
properties. In order to calculate reserves, estimates and
assumptions are required about a range of geological,
technical and economic factors, including quantities,
grades, production techniques, recovery rates, production
costs, transport costs, commodity demand and commodity
prices.

Estimating the quantity and/or grade of reserves requires
the size, shape and depth of ore bodies or fields to be
determined by analysing geological data such as drilling
samples. This process may require complex and difficult
geological judgments and calculations to interpret the data.
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KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Reserves estimates (Continued)

Because the economic assumptions used to estimate
reserves change from period to period, and because
additional geological data is generated during the course of
operations, estimates of reserves may change from period
to period. Changes in reported reserves may affect the
Group’s financial results and financial position in a number
of ways, including the following:

()  Asset carrying values may be affected due to changes
in estimated future cash flows.

(i)  Depreciation, depletion and amortisation charged to
profit or loss may change where such charges are
determined by the units of production basis, or where
the useful economic lives of assets change.

(i) Decommissioning, site restoration and environmental
provisions may change where changes in estimated
reserves affect expectations about the timing or cost of
these activities.

(iv) The carrying value of deferred tax may change as
a result of changes in the asset carrying values as
discussed above.

Provision for close down and restoration costs

The provision for close down and restoration costs is
determined by management based on their past experience
and best estimation of future expenditures, after taking
into account the existing relevant regulations in the
PRC. However, in so far as the effect on the land and
the environment from current mining activities becomes
apparent in future years, the estimate of the associated
costs may be subject to revision from time to time. The
aggregate carrying value of provision was approximately
HK$562,000 (2009: Nil).
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KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Estimated impairment of trade and other receivables

When there is objective evidence of impairment loss, the
Group takes into consideration the estimation of future cash
flows. The amount of the impairment loss is measured as
the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding
future credit losses that have not been incurred) discounted
at the financial asset’s original effective interest rate (i.e.
the effective interest rate computed at initial recognition).
Where the actual future cash flows are less than expected,
a material impairment loss may arise. As at 31st Decemober,
2010, the carrying amount of trade and other receivables
was approximately HK$173,150,000 net of allowance for
doubtful debts of approximately HK$17,718,000 (2009:
HK$85,849,000 net of allowance for doubtful debts of
approximately HK$28,127,000).

Estimated allowance for inventories

Management reviews the inventories listing at the end of
each reporting period, and makes allowance for obsolete
and slow-moving inventory items identified. Allowance was
made by reference to the latest market value for those
inventories identified. Where the net recognised value is less
than the cost, a material write down may arise. As at 31st
December, 2010, the carrying amount of inventories (net
of allowances) was approximately HK$187,155,000 (2009:
approximately HK$164,774,000).
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CAPITAL RISK MANAGEMENT

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

The capital structure of the Group consists of debt, which
includes bank and other borrowings, convertible loan
notes and promissory notes as disclosed in Notes 31, 32
and 33 respectively, cash and cash equivalents and equity
attributable to owners of the Company, comprising issued
share capital and various reserves.

The directors of the Company review the capital structure
periodically. As part of this review, the directors consider
the cost of capital and the risks associates thereto. Based
on recommendations of the directors, the Group will
balance its overall capital structure through the payment of
dividends, new share issues as well as issue of new debt or
the redemption of existing debt.

FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

Financial assets BKEE
Loans and receivables

(including bank balances and

cash)
Available-for-sale investment A HERE
Financial liabilities B#aE
Derivative financial instruments PTEBBET A
Amortised cost B 55 A A
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32%337 Al T < RIT R EMEE - A&
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MBETA

(a) BMBEITEES

2010 2009
HK$’000 HK$'000
FHERT THETT
83,783 39,827
69 69

- 15,494
126,477 186,365
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6. FINANCIAL INSTRUMENTS (Continued) 6. M ITH (&)

(b) BHEEERERBERHE

(b) Financial risk management objectives and policies

86

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

Market risk
(i) Foreign currency risk

Several subsidiaries of the Group are exposed to
foreign currency risk primarily arising from foreign
currency bank deposits, other receivables and
trade and other payables.
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6. FINANCIAL INSTRUMENTS (Continued) 6. M ITH (&)

(b) Financial risk management objectives and policies (b) BBEEBREZEREZERKE (&)
(Continueq)
Market risk (Continued) mEER (&)
(i)  Foreign currency risk (Continueqd) (i) srEmEE(E)
The carrying amounts of the Group’s significant HEEMPEEH  N&BLE

MEBBEREEEAIINZEE
HEZEREREENRBEZR

monetary assets and liabilities which are
denominated in currencies other than the

functional currency of the relevant group entities EEMT:
at the end of reporting period are as follows:
Liabilities Assets
=L 5E
2010 2009 2010 2009

HK$'000  HK$000  HK$'000  HK$'000
TRER TAT TER TAT

HK$ BT 48,351 214,899 124 2,688

AL B F BB T 2 E XK B E B
%#W$%IH%W%AEW%EM(A

The Group is mainly exposed to the fluctuation
of HK$. The following table details the Group’s

sensitivity to a 5% (2009: 5%) appreciation and
depreciation in the functional currency of the
relevant subsidiaries (RMB) against the above
foreign currency. 5% (2009: 5%) represents
management’s assessment of the reasonably
possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding
foreign currency denominated monetary items and
adjusts their translation at the end of reporting
period for a 5% (2009: 5%) change in the
exchange rates. A strengthening of the functional
currency of the relevant subsidiaries against the
above foreign currency would give rise to the
following impact to the Group’s pre-tax results for
the year and vice versa.

RE) R LN ETHERRESS (ZFF
NEF5%) ZHREE 5% (—TTNF:
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For the year ended 31st December, 2010 &= —

6.

—ZEF+_A=+—HILFE

FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and policies
(Continueq)

Market risk (Continued)

(M)

(i)

Foreign currency risk (Continued)

Improvement in results FEFE LA
for the year
- HK$ BT

In the management’s opinion, the above

sensitivity analysis is not necessarily
representative of the inherent foreign currency risk
as the exposure at year end does not reflect the

exposure during the year.

Interest rate risk

The Group is exposed to fair value interest
rate risk in relation to its fixed-rate borrowings
(see Note 31 for details), promissory notes and
convertible loan notes. The Group currently does
not have an interest rate hedging policy. However,
the management monitors interest rate exposure
and will consider hedging significant interest rate

exposure should the need arise.

The Group is exposed to cash flow interest rate
risk in relation to its variable-rate bank balances
and variable-rate borrowings (see Notes 27 and
31 respectively for details). It is the Group’s policy
to keep certain of its borrowings at floating rate of
interests so as to minimise the fair value interest
rate risk.
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6. FINANCIAL INSTRUMENTS (Continued) 6. MBI R (&)

(b) HWEREEERRRBE (&)

(b) Financial risk management objectives and policies

(Continueq)
Market risk (Continued) mIEER (&)
(i) Interest rate risk (Continued) (i) FIEEEE (E)

Sensitivity analysis

At 31st December, 2010, it is estimated that a
general increase/decrease of 50 basis points
in interest rates, with all other variables held
constant, would increase/decrease the Group’s
profit for the year and decrease/increase the
Group’s accumulated losses by approximately
HK$110,000 (2009: HK$36,000).

The sensitivity analysis above has been
determined based on the exposure to interest
rates for the Group’s variable-rate bank
balances and variable-rate borrowings at the
end of reporting period. The analysis is prepared
assuming these financial instruments outstanding
at the end of reporting period were outstanding
for the whole year. The 50 basis point increase/
decrease represents management’s assessment
of a reasonably possible change in interest rates
over the period until the next annual reporting
date. The analysis is performed on the same basis
for 2009.

BRI

R-_ZE—ZFF+_-_A=+—8"
i M R 288 58T #8508 F -
M FT7A E S SR (5T
REBFNEF M m>
REBERFAEBERBEERD
N#9110,000/ 70 (ZEZENF
36,000 7T ) °

LA HRESNERATEBRE
WMEEE B 22 BRIT AR T
EBEMEE RBEZSTER
BEERERBEER M KRITE
BT ARBBEEESHKRT
£ 508 FH LA THHER
BHEE T —FHRAHIEHEH
ARAREMNEEHTH-—FT
NEZDWHRAEREEE
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For the year ended 31st December, 2010 HE - ZT—ZF+ - A=+—HILFE

6. FINANCIAL INSTRUMENTS (Continued) 6. M ITH (&)

(b) BHEEBEEZERERBE (&)

(b) Financial risk management objectives and policies

90

(Continueq)
Credit risk

As at 31st December, 2010, the Group had no
significant concentrations of credit risk.

As at 31st December, 2009, the Group’s five largest
customers and the largest customers accounted for
85% and 53% respectively of the Group’s total trade
receivable. In order to recognise the credit risk, the
management of the Group has delegated a team
responsible for determination of credit limits, credit
approvals and other monitoring procedures to ensure
that follow-up action is taken to recover overdue
debts. In addition, the Group reviews the recoverable
amount of each individual trade debt at the end of
reporting period to ensure that adequate impairment
losses are made for irrecoverable amounts. In this
regard, the directors of the Company consider that the
Group’s credit risk is significantly reduced.

In addition to credit risk on trade debts, the Group
is also exposed to concentration of credit risk
through advances to related parties of HK$3,172,000
(2009: HK$5,721,000). Because of its significance,
management has regular liaison with the counterparty
to understand its financial position and to identify any
early sign of potential problems. Should any potential
default risk arise, the Group’s management will take
prompt actions to safeguard the Group’s assets.

China Fortune Holdings Limited FE RZ=ZERAGRA T
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Notes to the Consolidated Financial Statements

e M BRRME

For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and policies

(Continueq)
Credit risk (Continued)

Also, at 31st December, 2010, the Group had
outstanding purchase rebates receivable from its
largest supplier in the amount of HK$66,126,000
(2009: HK$50,020,000). Because of the significance of
the balance, senior management of the Group keeps
very frequent contact with the supplier to ensure that
settlement of the rebates receivable are in accordance
with agreed schedule.

In addition, the Group had concentration of credit
risk on its liquid funds as 99% (2009: 74%) of bank
balances were placed with five (2009: five) banks.
However, the credit risk on liquid funds is limited
because the counterparties are banks with high
credit ratings assigned by international credit-rating
agencies.

Liquidity risk

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

6. BIITH(#Z)

(b) HWEREEERRRBE (&)

FERR (&)

S RZE—FEF+ZH="+—
H AEBREKSAREBHRES
FR B [B] 40 30 7866,126,0008 7T ( =
TN £ 50,020,000 7T ) © MR A &R
B BWASERAEEEEEER
AN EE R - MR IR 15 E S 4505 IR
Bl HRIE ©

AN R AEEI% (—ETNF -
74% ) RITERFERRER (ZZZN
FRMRT WAKEERHEFTR
BESEERR AN ARRZHF
ARBEREEFEBBIRRIFEER
MZBRIT BRDESZEERRE
Bt -

REE T E R

EERBETCRERK NEEEZEY
HBEEERREARAEEZER
HES RS RACHFEY LHE
ReERENPNTE - EEBEER
EZHERBRAREEERZRENR

=
=-°

Annual Report 2010 €38~ 91



Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31st December, 2010 HEZ—ZT—ZF+_-_A=+—HIFE

6. FINANCIAL INSTRUMENTS (Continued) 6. B IR (&)

BMERBREERBRREE (&)

(b) Financial risk management objectives and policies (b)
(Continueq)

Liquidity risk (Continueqd) REBELRER (&)

TREIAEBETEFBABRIT
EMBREZRNBEONIMFE-
ZRBRBARERGEBAEEZRTH
MR BRBEZARBRRSRER
2 BREMNEREAEZRAERE-

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

THE GROUP &
Liquidity table TEEE R
Weighted Carrying
average More Total amount
effective Less than 1-3 3 months than undiscounted at
interest rate 1 month months to 1 year 1year  cashflows  31.12.2010
s
Z2-%%
KB T8
mELH SR 1238 EAE Be =t+-H
BERA= 1184 8 A 1§ 1ERE RELE ZBEE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T#ER TER TR TER TER TR
2010 “E-%F
Non-derivative financial liabilities 3 £7 4 81 % & f&
Trade and other payables ERESEAREMEMER - 14,841 159 3,704 - 18,704 18,704
Amounts due to related parties ERREALHE
- Amount due to an associate —ER—ZBERARE - 500 - - - 500 500
- Amount due to a director —EN—BEEHE - 8,270 - - - 8,270 8,270
Secured other borrowing REREMEE
- fixed rate -ER 8.47 - - 15,869 - 15,869 14,630
Unsecured bank borrowings BEARIEE
- variable rate %8 7.79 11,824 - 12,427 - 24,251 23,600
Unsecured other borrowing BEALMEE
- fixed rate —E& 15.6 - - 12,360 - 12,360 11,800
Promissory notes RAEER
- current L 8.72 - - 49,691 - 49,691 45,796
35,435 159 94,051 - 129,645 123,300

China Fortune Holdings Limited B RZZRERA 7




Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

6. FINANCIAL INSTRUMENTS (Continued) 6. BMITR(£Z)
(b) Financial risk management objectives and policies (b) HBBEEBREZEERBKE (&)
(Continueq)
Liquidity risk (Continueqd) REBELRER (£)
THE GROUP (Continueq) AEME(E)
Liquidity table (Continued) HEBELEK (&)

Weighted Carrying
average More Total amount
effective Less than 1-3 3 months than  undiscounted at

interest rate 1 month months to 1 year 1 year cash flows  31.12.2009
S

I K3

KRR +=A

Mg ZUS 1%£3 EAZE ik =t-H
ERA= 18R faA 15 150 E nELE ZEREE

% HK§'000 HK§'000 HK§'000 HK§'000 HK§'000 HK§'000
TAL TAL THL TAL TAL TAL

2009 —EEhE
Derivative financial liabilities fTERBEE
Derivative financial instrument fTEMBIA - - - - - - 15,494

Non-derivative financial liabilities {74 Bt K & &

Trade and other payables N E SR RE MR = 8,444 99 3,540 - 12,083 12,083
Amounts due to related parties EREEALHE
— Amount due to an associate —ER-FBERRATE - 500 - - = 500 500
- Amount due to a director -ER-RESHE - 13,155 - - - 13,155 13,155
— Amount due to a minority ~EN-ZHBRRVERE
shareholder of a subsidiary A - 6,126 - - - 6,126 6,126
- Amount due to a director's —ERN-—ZESHEALHE
affiliate 3.59 6,025 - - - 6,025 6,000
Secured borrowing BERREE 8.47 - - 15,197 - 15,197 14,010
Convertible loan notes TRREFZE 8.70 - - - 100,000 100,000 84,812
Promissory notes RARE
- current —B 8.13 = - 8,162 = 8,162 7,549
- non-current —3EENE 8.72 - - - 49,579 49,579 42,130
34,250 99 26,899 149,579 210,827 201,859
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For the year ended 31st December, 2010 HEZ—ZT—ZF+_-_A=+—HIFE

6. FINANCIAL INSTRUMENTS (Continued) 6. BMITR(£Z)
(b) Financial risk management objectives and policies (b) HBBEBREZEEERKE (&)
(Continueq)
Liquidity risk (Continueqd) REBELRER (£)
THE COMPANY ¥ NN
Liquidity table REEE &K
Weighted Carrying
average More Total amount
effective Less than 1-3 3 months than undiscounted at
interest rate 1 month months to 1 year 1year  cashflows  31.12.2010
7
It
RER +=A
mETH SR 128 EAZE bk S r=f]
ERA= 18 A faA 15 1EUE RESE ZIRHEE

% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET TR TEn TR TR TEn

2010 “E-3F

Non-derivative financial liabilities 3£ £74 Bt % & f&

Other payables Hi BRI RH - 1,148 - - - 1,148 1,148

Amounts due to subsidiaries ERHERAZE - - - 6,520 - 6,520 6,520

Amount due to a director EN-—REZHE - - - 8,037 - 8,037 8,037

Promissory notes RRER

- current L 8.72 - - 49,691 - 49,691 45,796
1,148 - 64,248 - 65,396 61,501

Finance guarantees issued BREMBER

- maximum amount guaranteed ~ — RS ERE 11,824 - 12,427 - 24,251 -
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

6. FINANCIAL INSTRUMENTS (Continued) 6. B IR (&)
(b) Financial risk management objectives and policies (b) HBBEEBREZEERBKE (&)
(Continueq)
Liquidity risk (Continueqd) REBELRER (£)
THE COMPANY (Continued) KRAFE (&)
Liquidity table (Continued) HEBELE (&)

Weighted Carrying
average More Total amount
effective Less than 1-3 3 months than  undiscounted at

interest rate 1 month months to 1 year 1 year cash flows  31.12.2009
S

I K3

KRR +=A

Mg ZUS 1%£3 EAZE ik =t-H
ERA= 18R faA 15 150 E nELE ZEREE

% HK§'000 HK§'000 HK§'000 HK§'000 HK§'000 HK§'000
TAL TAL THL TAL TAL TAL

2009 “EZhE
Derivative financial liabilities fTERBEE
Derivative financial instrument fTEEKIA - - - - - - 15,494

Non-derivative financial liabilities 3£%74 B % & &

Other payables R - 1,677 - - - 1,677 1,677

Amounts due to subsidiaries ENHBARZRE - - - 6,520 - 6,520 6,520

Convertible loan notes THREEHRZ 8.70 - - - 100,000 100,000 84,812
Promissory notes ESES

- current —Epe 8.13 - - 8,162 - 8,162 7,549

- non-current — B0 E 8.72 - - - 49,579 49,579 42,130

1,677 - 14,682 149,579 165,938 158,182
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For the year ended 31st December, 2010 HE - ZT—ZF+ - A=+—HILFE

6. FINANCIAL INSTRUMENTS (Continued) 6. M ITH (&)

(c) Fair values (c) =2-FE

96

7

The directors of the Company consider that the
carrying amounts of financial assets and financial
liabilities recorded at amortised cost in the
consolidated financial statements approximate their fair
values.

SEGMENT INFORMATION

(a) Reportable segments and reconciliation of

reportable segment revenue, profit or loss, assets
and liabilities

The Group determines its operating segments based
on the reports reviewed by the chief operating
decision-makers (the “CODM”) that are used to make
strategic decisions.

During the year ended 31st December, 2010, the
Group has two reportable segments. The segments
are managed separately as each business offers
different products and services and requires different

AEERR
RERE B IS IRR IR SH R AN B AR
2EREEEEAFEMESE

CHMBEERTHA

HE2HTHBRAIZHET BB
w BEERBEZHE

AEEERBHELRBREZTESE
BREE(XERBEREE]EHN
BEETHEENHL-

i

 E_F-FE+-_A=1+—HLF
FQ Kﬁlﬁﬁﬁﬁﬂ—f}ﬁ&“*ﬁ EEEA

business strategies. The following summary describes e k] F'Fﬁ B o L/(T*ﬂ%%? L 7R
the operations in each of the Group’s reportable SERERNME2HN M2 EE

segments:

o Mobile phone business

e  Mining business

Inter-segment transactions are priced with reference
to prices charged to external parties for similar order.
Corporate expenses, corporate assets and corporate
liabilities are not allocated to the reportable segments
as they are not included in the measure of the
segments’ profit, segments’ assets and segments’
liabilities that are used by the CODM for assessment of
segment performance.

China Fortune Holdings Limited FE RZ=ZERAGRA T
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

7. SEGMENT INFORMATION (Continued) 7. HWBER (£)
(a) Reportable segments and reconciliation of (a) TE2HTHBRAIZHKS W= 18
reportable segment revenue, profit or loss, assets w BERBEZHD (&)

and liabilities (Continueqd)

For the year ended 31st December, 2010 BE-_ZE—ZEF+-HA=+—HLEF
E
Mobile
phone Mining
business business Total
HK$’000 HK$’000 HK$’000
TET TET THET
Reportable segment revenue REINAEFT 2]
from external customers 7 HB UL B 2,528,868 15,252 2,544,120
Reportable segment profit Al 28 2 2= F 27,710 6,150 33,860
Loss on write-off of i S5 R 5 B 5% e 2 148
plant and equipment 2 - 2
Depreciation and amortisation 37 & K # §4 1,058 1,156 2,214
Allowance for trade and FEWE 5 BR A K B b
other receivables JE Ui BR 7Rk 2 = 2,852 2,852
Write down of inventories 17 & #UR 1,395 - 1,395
Income tax expense P = H 251 1,986 2,237
Reportable segment assets AZ2HDHEE 407,642 452,394 860,036
Additions to non-current assets JEREBEEFE 3,429 139 3,568
Reportable segment liabilities AZ/oHEE (225,115) (133,752) (358,867)
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For the year ended 31st December, 2010 & ZE —ZE—ZTF+ - A=+—HIFE

7. SEGMENT INFORMATION (Continued) 7. DEWERE ()

(a) TEHFZSHRAIZHDEB Wz 1B
w BERBEZHD (&)

(a) Reportable segments and reconciliation of
reportable segment revenue, profit or loss, assets
and liabilities (Continueqd)

98

2010
HK$’000
F& T
Revenue W &=
Reportable segment revenue and Al 25 B KR A W
consolidated revenue 2,544,120
Profit/(loss) before income tax (include BRATEBHATRER (BR)
continuing and discontinued operations) (BRBERCRIEREEEK)
Reportable segment profit Al £ 3Rk 5 5 33,860
Interest income A2 U A 317
Miscellaneous income HETE U A 4,462
Corporate expenses TEZH (9,685)
Share of results of associates DAL E N E) 2 EE 444
Finance costs Bl & AN (11,658)
Consolidated profit/(loss) before income tax BRAETE AT A @A, (EE) 17,740
Assets BE
Reportable segment assets AE2WmaHEE 860,036
Unallocated corporate assets P HEJL%QE
— Investment in an associate ——XEE QR ZRE 4,463
— Others —H{th 2,882
Consolidated total assets IREEEMRE 867,381
Liabilities =R
Reportable segment liabilities AEZWmaHBE 358,867
Unallocated corporate liabilities ROMEEEEE
— Promissory notes — B R 45,796
— Others —H{th 16,412
Consolidated total liabilities meERERRE 421,075
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Notes to the Consolidated Financial Statements
RE N EwRME
For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

7. SEGMENT INFORMATION (Continued) 7. DEWERE ()

(a) TEZEHDHRAIZH DKz 1B

(a) Reportable segments and reconciliation of

reportable segment revenue, profit or loss, assets
and liabilities (Continueqd)

During the year ended 31st December, 2009, the
Group was engaged in the distribution and trading of
mobile phones and related accessories in both the
PRC (excluding Hong Kong) and Hong Kong, which
is known as “Mobile phone business” segment. The
CODM used to measure and assess the Group’s
performance and allocate resources based on the
contribution by these two geographical markets. In
August 2009, the Group discontinued its operations in
Hong Kong upon disposal of its subsidiary, the Synergy
sub-group.

On 23rd December, 2009, the Group completed its
acquisition of a 50.8% equity interest in a mining
company established in the PRC and henceforth
became engaged in the mining business. However,
no active operation took place between the date of
acquisition and the end of the prior reporting period.
Therefore, no segment information relevant to the
mining segment is presented in 2009.

# BERBEZHE (#)

H=E :§§H$+:HE+—E¢$
ER EEFE (TEERE) AR
B ?;E%%’?@JEE‘E&*EF%@EWZ D &8
RBZ IR BEEFEESR] 5o
FEEERKE BT ENZME M1
Fﬁ%Zﬁ%ﬂ%%&ﬁﬁzﬁ‘i@Z%fﬁ

PERER - AEBR_ZEZNFN
ﬂﬁ%ﬂﬁ% A)Synergys B 18 4 1
MBEBZEEB -

RZZEZNF+_A=Z+=H K&
B e X W — KRR B A S BV ERE
A]50.8% X - 1B AR 1 F IR
o SR - UREE B AR 2 AT 2 R EA A
BERzEYEEITEREE ALt
WERBERBESBZABERNR T
TNEEF -
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For the year ended 31st December, 2010 HEZ—ZT—ZF+_-_A=+—HIFE

7. SEGMENT INFORMATION (Continued) 7. HWBER (£)
(a) Reportable segments and reconciliation of (a) TE2HTHBRAIZHKS W= 18
reportable segment revenue, profit or loss, assets w BERBEZHD (&)

and liabilities (Continueqd)

For the year ended 31st December, 2009 E-TTANFF+_A=+—HIF

B

Mobile phone business

BHEEEH
Continuing  Discontinued
R E&IL
The PRC Hong Kong Elimination Total
i £ gz @t

HK$'000 HK$’000 HK$'000 HK$'000
TAT TAT TAET TAET

Revenue from external customers REIARE 2z 2,067,961 56,276 - 2,124,237
Inter-segment revenue 2 2P U i 32,916 491 (33,407) -
Reportable segment revenue 2HH P 2,100,877 56,767 (33,407) 2,124,237
Reportable segment profit A 28{5 B 27,068 820 = 27,888
Allowance for trade and JEYE 5 85 5 I At e LK

other receivables BB 994 = = 994
Write down of inventories FERR 8,249 - - 8,249
Depreciation of plant and equipment S Rk 2 T E 1,253 25 - 1,278
Gain/(loss) on disposal of HEmME REEZ

plant and equipment W/ (B8B) 136 ) - 127
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e M BRRME

For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

SEGMENT INFORMATION (Continued)

(a) Reportable segments and reconciliation of

7. DHERER (E)

(a) TEZEHDHRAIZH DKz 1B

reportable segment revenue, profit or loss, assets w BERBEZHD (&)

and liabilities (Continueqd)

Revenue
Reportable segment revenue and
consolidated revenue

Profit/(loss) before income tax
(include continuing and
discontinued operations)
Reportable segment profit
Segment profit from discontinued operations
Interest income
Miscellaneous income
Impairment loss recognised in respect of
available-for-sale investment

Impairment loss recognised in respect of goodwill
Fair value loss on derivative financial instrument

Corporate expenses

Loss on disposal of subsidiaries
Gain on disposal of an associate
Share of results of associates
Finance costs

Consolidated profit/(loss) before income tax

2009

HK$’000

FETT

Uy 3%
A 2o U R AR S W

2,124,237
BRFTEBHARER (BR)

(BREBERCRILEEEE)
A 2 85 20 A 27,888
B IEREE R 2 5 50m F (772)
FEMA 452
IR A 972
HAHELERERRZBEER
(217)

M BERZBERSE (184,340)
MEFBIAEZ AFEEE (326)
EZH (11,596)
HEMBARZER (4,974)
BB —REE QA 2 W 1,437
DMEMERNR 2 ¥R 732
A& AR (2,330)
BRETBRIAI4R G m T, (EE) (173,074)
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eV BRRME

For the year ended 31st December, 2010 HEZ—ZT—ZF+_-_A=+—HIFE

7. SEGMENT INFORMATION (Continued) 7. DHER (&)
(b) Geographical information (b) i EH

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

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

AEBEZEZBTIURTEREE -0
RIS BEZEBER-F
FNFRRL-

AEBREEMEMSEE S REINR
BEREZWamAREREFRDEE
BRI

Revenue from

external customers Non-current assets
REMREF 2 W& FRBEE
2010 2009 2010 2009
HK$’000 HK$'000 HK$'000 HK$'000
TER THT TER THET
PRC (continuing operations) RE (HECEER) 2,544,120 2,067,961 451,112 431,728
Hong Kong (discontinued BB (BRIEEEER)
operations) - 56,276 - -
2,544,120 2,124,237 451,112 431,728
Note: Non-current assets excluded those relating to Mzr: ERBEESABEAEBAHEERE Y
available-for-sale investment. BE-
(c) Information about major customer (c) BFHETEFEFZEH

During the year ended 31st December, 2010, there
was no customer with whom transactions have
exceeded 10% of the Group’s revenue.

During the year ended 31st December, 2009, there
was one single customer with whom transactions have
exceeded 10% of the Group’s revenue, amounted to
approximately HK$330,507,000.
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Notes to the Consolidated Financial Statements

8. OTHER GAINS AND LOSSES

Continuing operations

Write back of amount due to a minority
shareholder of a subsidiary (Note)

Translation reserve released upon
deregistration of a subsidiary

Exchange loss

Reversal of impairment loss recognised
in respect of trade and other
receivables

Reversal of impairment loss recognised
in respect of club memberships

Allowance for trade and other receivables

Loss on write-off of plant and equipment

Impairment loss recognised in respect of
goodwill

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

Fair value loss on derivative financial
instrument

Gain on disposal of plant and equipment

e M BRRME

For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

8. Hftlhzm= R EIB
2010 2009
HK$’000 HK$’000
FET FHET
FIE IS B TS
BEEN KB R A
D EIR R RIE (MIaE) 7,862 =
B — KM B A R
FRBR MR E 3,941 =
b 5 &8 (77) (255)
FIEWE Z R R EH M
JE U BR B R 2 Rk (B
E5 R # O 397 14,916
REASEERZRE
[E5 18 % o) 11 82
JE UL B 5 BR 3 B H Ath 8 Uk
IR B (2,852) (994)
Tl SH RS R iR A 2 B 1R 2 -
HEBERZREESE
= (184,340)
FAELERERRZRE
E518 - (217)
MTEMBIARE 2 A TFEER
- (326)
B K R 2 e - 136
9,280 (170,998)

Note: The amount due to the minority shareholder of & 5 $8 3% i
¥E[R AT (“Sifa Mining”) arising from acquisition of Sifa
Mining was written back by the Group during the year.

GEE

ENEASREBEBEER AR ([BEE
%) DEBCRZ SRR W B IR B
EE REANDRASEED -
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eV BRRME

For the year ended 31st December, 2010 HE—Z—ZF +_A=+—HIEFE

9. FINANCE COSTS 9. WMERAK
2010 2009
HK$’000 HK$’000
FET FHET
Continuing operations FRBISE T
Interests on: FMEEA:
Bank and other borrowings wholly ARAEFANBEEEZ
repayable within five years RITRHEAMEE 6,141 1,107
Promissory notes AR E R 4,263 105
Bills discounting FEERAR 1,192 382
Convertible loan notes AR EREE 62 187
Earnest money received BRIRE 2 - 501
11,658 2,282
10. INCOME TAX EXPENSE 10. FREH X W
2010 2009
HK$’000 HK$’000
FET F&T
Continuing operations SRS EET
The amount of income tax charge BAZEBRARZAEH
in the consolidated statement of & REE:
comprehensive income represents:
Current tax: BVHARR IR ¢
PRC Enterprise Income Tax (“EIT”) RS
([REMRER]) 2,237 26
Deferred tax (Note 34) EEFIE (MI7E34) (133) -
Income tax charge 8tz 2,104 26

Fortune (Shanghai) International Trading Co., Ltd (“Fortune

ER(LB)ERESERAR ([REL

1) EERENMEIESHER AR ([ EE
TR R ESRZFREESERAR ([ £
HiERE )RR EEINSBRIREKL
KEMBERERMZEETRAA ([HKE
ERE|)IRPREKELEEFRMNKT -
I BE2E_FE—ZFF+_A=+—HLF
B ZETPBEWB AR ZEERDEM
BT E22% (ZFETNF :20% ) 683
WERPBIKL - BEIZ25% (ZEZEN4F -
25% ) X EEFTS B R AT -

Shanghai”), L8 E&EWMEE S ER A a (“Shanghai
Telefortune”) and EBRZBEBEE ZHR AR (“Shanghai
Yuanjia”) were established in Shanghai Waigaogiao Free
Trade Zone, the PRC; and ®R/B8m EREZEBAREEREL
Al (“Zhuhai Reminda”) was established in Zhuhai Special
Economic Zone, the PRC. Accordingly, for the year ended
31st December, 2010, these PRC subsidiaries were entitled
to a preferential EIT rate of 22% (2009: 20%). Sifa Mining
was established in the PRC and subject to the EIT rate of
25% (2009: 25%).
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For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

0. INCOME TAX EXPENSE (Continued) 10. iRt (£&)

FEARASHERESERERBEER
JE SR M) 2 IR 32 H o

PRC EIT represents tax charge on the assessable profits of
Zhuhai Reminda and Sifa Mining.

AEEZMERIHEEGEZERARZ
BRETEFATEF, (BE)HEROT

The income tax charge for the year can be reconciled to
the profit/(loss) before income tax per the consolidated
statement of comprehensive income as follows:

2010 2009
HK$’000 HK$’000
FHET FE T
Profit/(loss) before income tax SFELE XS 2 BRATSRAD
from continuing operations wmAl (EE) 17,740 (173,074)
Tax charge/(credit) at the domestic AR FT 1S T E22%
income tax rate of 22% ZETNF 20% ) FTE
(2009: 20%) (Note) ZREXE (ER)
iEED) 3,903 (34,615)
Tax effect of share of DB E AR ERZ
results of associates Tiis s & (98) (147)
Tax effect of expenses not deductible AR S 2 TR e &
for tax purpose 4,428 39,912
Tax effect of income not taxable BAEFRBRA 2 TR 5 2
for tax purpose (1,757) (1,164)
Reversal of tax effect of deductible R [0 38 1F W R AT F0 B
temporary differences previously TR =BT E
recognised - (2,983)
Tax effect of deductible temporary RERANBTEREZE 2
differences not recognised MiB 2 - 199
Tax effect of tax losses not recognised RERMIBEBBETE 1,539 1,572
Utilisation of tax loss previously not )R B R FERR 2 T IE B 18
recognised (6,016) (2,748)
Effect of different tax rates of group HEMalfEREELS @
entities operating in other jurisdictions ERITRAMEZZE 238 =
Tax expense for the year FEMIBAL 2,237 26
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For the year ended 31st December, 2010 HE—Z—ZF +_A=+—HIEFE

10. INCOME TAX EXPENSE (Continued)

At the end of reporting period, the Group had unused
tax losses of approximately HK$231,727,000 (2009:
HK$260,852,000) available for offset against future profits.
No deferred tax asset has been recognised in respect of the
unused tax losses due to the unpredictability of future profit
streams. Included in unrecognised tax losses are losses of
approximately HK$132,262,000 (2009: HK$168,098,000)
that may be carried forward for a period of five years from
their respective year of origination. Other losses may be
carried forward indefinitely.

At the end of reporting period, the Group also had
deductible temporary differences of approximately
HK$69,612,000 (2009: HK$69,811,000). No deferred tax
asset has been recognised in relation to such deductible
temporary difference as it is not probable that taxable profit
will be available against which the deductible temporary
differences can be utilised.

Note: The domestic income tax rate represents the preferential
PRC EIT rate where the Group’s operations are

substantially based.

11. DISCONTINUED OPERATIONS

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

The profit for the year ended 31st December, 2009 from the
discontinued operations was analysed as follows:

Profit of Hong Kong operations for the year
Loss on disposal of Hong Kong operations
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10. RIEH W (&)

11.

REFRPLEER  AEE A AERINAR
= ) 2 M AR B) A B IE B 1R 4Y £281,727,000
BT (ZZEZNF 260,852,000 7 ) © H
R T T 2R AR08 A1 SRR - B0 4 B A R
HACREEBEBERELCHRBEE T A
REERTIAEE 2 B4 75132,262,000/%
T ( ZZFEZ N4 : 168,098,000/ 7T ) * Al &
EARFEHEER T LB &R
HA Ak o

REFRBEER AEBTAEANHE
B 2= %8 469,612,000/ 70 ( Z= Z T N 4F ¢
69,811,000/8 7T ) ° B 1A 7~ K Al 8¢ & A& 7]
MR E R =2 A LR E RS F - r
ERZEHIRY RN EERRELEHREE
go

et : AHPAIS BB RIE AR E AR A EBE
RzBEEPREEEMEHE-

RIEREXRTH

AEER-_ZZNFNA-THBEHER
LREBATE BB EERM B A R Synergy
Technologies (Asia) Limited % H K B A &
(#H [Synergy& Bl ) - H S 1% - N B
ERIEBEANBHSESEELB - ZHEDNA
BRASEFEEEMRERBESRE-

HE-FEAE+=A=t+-BLTEE
AHE B RIS 2RI AT T -

Year ended
HEZBIEFE
31/12/2009
HK$’000

FABT

REFEBBES 2 )5 A 671
HERBEK ZEE

(5,081)

(4,410)
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For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

11. DISCONTINUED OPERATIONS (Continued) 11, 4R 1F R ik ()
The results of the Hong Kong operations for the period from —EENF-—A—HEZZTETNAFNA
1st January, 2009 to 24th August, 2009, which have been “tHBE FAGEEARARZESE
included in the consolidated statement of comprehensive TEEEEWT

income, were as follows:

HK$’000
T
Revenue W & 56,276
Cost of sales $HE P A (58,373)
Other income H A Y A 5,725
Selling and distribution costs SHE R SHK AR (3,829)
Administrative expenses THER (3,979)
Finance costs & A AR (48)
Profit before income tax B BT 15 %4 A1 % 1 772
Income tax expense FrS 8 i (101)
Profit for the period B A 671
Profit for the year from the discontinued ERIEEEEB 2 FE RN
operations include the following: BIENAT&EIE:
Auditor’s remuneration 1% 25 B B < 29
Depreciation on plant and equipment E K& ETE 25
Employee benefit expenses BEBAFX 3,376
Loss on disposal of plant and equipment HEME k&E BB 9
Waiver of trade and other payables BB SRR EMEARKZ
R 5,695
During the year ended 31st December, 2009, the Synergy HE_ZTZNF+_A=+—HLEFE"
sub-group contributed HK$11,892,000 to the Group’s net Synergys BISi A B S ER ¢ M= /FEE
operating cash flows, received HK$9,000 in respect of BA11,892,00078 7T B 1% & )& B U ER9,000
investing activities and paid HK$10,184,000 in respect of BT R B R E E B 10,184,000 T ©

financing activities.
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For the year ended 31st December, 2010 & ZE —ZE—ZTF+ - A=+—HIFE

1. DISCONTINUED OPERATIONS (Continued) 11, R R e ()
The carrying amounts of the assets and liabilities of the Synergy& BN E E B EERAERA
Synergy sub-group at the date of disposal are disclosed as BEERBEWAT:
below:
HK$’000
T T
Total assets BEBE 15,427
Total liabilities BEAHE 12,376
12. PROFIT/(LOSS) FOR THE YEAR 12. FERBA(FA)
2010 2009
HK$’000 HK$’000
FET T
Continuing operations B 4 Mk 2 7k
Profit/(loss) for the year has been FEHM/ (BB :
arrived at after charging:
Auditor’s remuneration %2 AT B 821 1,357
Cost of inventories recognised ERRAEAS 2FERAN
as expense (including write down of (BIEFE MR
inventories of HK$1,395,000 1,395,000/ 7T
(2009: HK$8,249,000)) —EFNEF:
8,249,000/ 7T ) ) 2,479,356 2,030,657
Depreciation of plant and equipment = K& E 1,831 1,253
Amortisation of mining right ERE e 4 5 533 =
Staff costs 8 T kA
— directors’ emoluments (Note 13) —E=E=ME (MIFE13) 3,658 2,385
— other staff costs —Hfh B TR A 11,606 11,205
— retirement benefit scheme — R RAE FET B fE 3K
contribution (excluding directors) (TBEES) 2,390 580
17,654 14,170
and after crediting: EEmA :
Service income from provision of REMREEBREZ
logistics and promotion services Rl 75 WA 3,118 2,458
Interest income FEMA 317 452
Government grants B 4 B - 664
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For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

13. DIRECTORS’ EMOLUMENTS 13. EEME
The emoluments paid or payable to each of the eight (2009: BEfNsEN TN U (ZEZNF: \L)E
eight) directors were as follows: EXEZHMEMT:
Chang Wong
Lau Fung Lo Wing Lit
Siu Ying Luo Oi Ip, Wing Seng, Chor,  ChenYi
(“Mr. Lau”) Xi Zhi  Alfonso Yat Victor Alexis Gang  Wang Yu Total
LN

(rg%£l) #Ez KEXx EXxR 8B #M9  RKAA IR )
HK§'000  HK§'000  HK§'000  HK§'000  HK$'000  HKH'000  HKS'000  HKS'000  HK$'000
TEL Tex  TEr TEx  TET  TEr  TERT  TET  TER

(Note ) (Note i)
(Bt zi) (Bt 2 )
2010 —E-%%
Fees ik - - 100 37 100 100 80 - 417
Other emoluments: Hii :
Salaries and allowances e REH 1,698 143 - - - - - 725 2,566
Performance related FERBEREEA
incentive bonuses (Note i) (Fff&ii) 600 64 - - - - - - 664
Retirement benefit RIKBAFEIER
scheme contribution 2 9 - - - - - - 1
Total emoluments Heem 2,300 216 100 37 100 100 80 725 3,658
2009 “ZTNE
Fees ok - - 100 50 100 100 80 - 430
Other emoluments: HipEf4 :
Salaries and allowances e Rz 1,752 159 - - - - - 18 1,929
Retirement benefit RABRFHEER
scheme contribution 2 24 - - - - - - 26
Total emoluments Heem 1,754 183 100 50 100 100 80 18 2,385
Notes: B &
() Lo Wing Yat was resigned on 30th September, 2010. i) EXENR-ZT—ZTFNA=+HEE-
(i)  Wang Yu was appointed on 12th November, 2009. i) EFRR=-ZZENF+-—AT-_HEZE-
(i) The performance related incentive bonuses for 2010 was iy ZE—SFEFEZRFEEARETALS
determined with reference to performance of the Group. EAREEMEBET -
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For the year ended 31st December, 2010 HE—Z—ZF +_A=+—HIEFE

14. EMPLOYEES’ EMOLUMENTS 14. EEME
Of the five individuals with the highest emoluments in the REBAUZEHFALTF ER@A (=
Group, two (2009: one) were directors of the Company TENF: —)REARAES HEEH
whose emoluments are included in the disclosures in Note R EXMFISHERE cER N % T~ =41
13 above. The emoluments of the remaining three (2009: ZETNF W) ATZMEIT

four) individuals were as follows:

2010 2009
HK$’000 HK$’000
FTEx FHET
Salaries and allowances & MOER 1,737 2,314
Retirement benefit scheme contribution & K48 7l 51 2] £ 7% 165 38
1,902 2,352
Their emoluments were within the following band: ZEREZMEN T THEHE:
2010 2009
Number of Number of
employees employees
EEHH EE#H
Up to HK$1,000,000 1,000,000/ 7T LA A 8 4
None of the five highest paid individuals waived any RAFEERTFAN Alumze s A THE
emoluments in current and prior years. PE W EE R B & o
During the year ended 31st December, 2010 and 2009, no HE_Z—ZFh_ZEZNF+ A
emoluments were paid by the Group to the five highest paid —t+—HLEFE AEEHERAU RS
individuals, including directors, as an inducement to join HAT(BREESE)IMNEMME  EAR
or upon joining the Group or as compensation for loss of BREMASENANEEBR 2 Sk (E
office. TRBER A (E o
15. DIVIDEND 15. R B
No dividend was paid or proposed during current and prior RAFERTFEAN - B8R IR R
years, nor has any dividend been proposed since the end of B BE2HRBLAE B AR INEBR [/ IR
reporting period (2009: Nil). BE(ZZEZNF E) -
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For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

16. EARNINGS/(LOSS) PER SHARE

For continuing and discontinued operations

The calculation of earnings/(loss) per share for the year is
based on the profit for the year attributable to owners of
the Company of HK$14,875,000 (2009: loss for the year
of HK$171,983,000) and the weighted average number
of 820,489,274 shares in issue during the year (2009:
379,497,000 shares in issue).

The computation of diluted earnings/(loss) per share does
not assume the exercise of the Company’s outstanding
share options as the exercise price of those options is
higher than the average market price for shares for both
2010 and 20089.

The convertible loan notes had an anti-dilutive effect on the
basic earnings/(loss) per share of the Group from continuing
and discontinued operations for the years ended 31st
December, 2010 and 2009. Accordingly, the effect of the
convertible loan notes was not included in the calculation
of diluted earnings/(loss) per share from continuing
and discontinued operations for the years ended 31st
December, 2010 and 2009.

For continuing operations

The calculation of earnings/(loss) per share for the year is
based on the profit for the year from contributing operations
attributable to owners of the Company of HK$14,875,000
(2009: loss for the year of HK$172,654,000) and the
weighted average number of 820,489,274 shares in issue
during the year (2009: 379,497,000 shares in issue).

The computation of diluted earnings/(loss) per share does
not assume the exercise of the Company’s outstanding
share options as the exercise price of those options is
higher than the average market price for shares for both
2010 and 20089.

The convertible loan notes had an anti-dilutive effect on the
basic earnings/(loss) per share of the Group from continuing
operations for the years ended 31st December, 2010 and
2009. Accordingly, the effect of the convertible loan notes
was not included in the calculation of diluted earnings/(loss)
per share from continuing operations for the years ended
31st December, 2010 and 2009.

16. BIREBF (B#E)

FREREF, (BER) HREFRAEARFR]
WA AFE(G % 14,875,000 (=2 E
N FZE548171,983,000/8 7T ) & F K
B B 1T IR 5 2 MNAE F 15 £(820,489,27 4%
—ZTT N 1 379,497,0000% 2 BT
HRZE—ZETFER_ZETNFEREZT
FESREOFHEME RtEEREE
B/ (BR)BTERLITERABRT
(Gl 1830

BE_Z-ZFR_ZTAFE+_H
=+- EIJJ:EF —Hﬁ%%\mxﬁ%%ﬂk@
HERERIREEB 2 ERELRR
(BR)EEARESRE -Eit StEHE
—EEER_FEAFTH=1+—H
LFEREBFERERIELEET TR
BEARN (BR)BIESF AT REER
RiEZTE-

FRNERAN (BB IRBREFA
KAREEABRALE Z B & A
14,875,000 L (ZEZENF : FEEE
172,654,000 L) R FAE BT/ H 2
DA 19 81820,489,2740% (ZETE N4 -
379,497,0000% B #1705 ) 5T B

R -_T—ZFR_FTTNEFEBREZT
@Fmﬁf\ﬁx{%iﬁ’]m{ﬁ Bt EEBREE
&,/ (B1R)BEERRITEARBRT
1582 BE R HE -

BE_T—ZFTFR_ZFTAF+_H
=t HLEFE AREERRREKE
SEREEB 2 SRERERN,/ (BE)E
ERETYE B FEBE-_FT—FTF
A—_EENFET_A=+T—BLFEXAH
FEBELERB2BREERTN, (BER) K
WESFAATRBEERRRZEZE-
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17. PLANT AND EQUIPMENT 17. EENEE
Furniture,
Leasehold fixtures and Motor
improvements equipment vehicles Total
&
HEXE RERRB RE ag

HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAT TAT

COoST B

At 1st January, 2009 RZZZNE—-HA—H 3,978 2,478 2,525 8,981
Exchange adjustments fE Ji % (26) 6) &) 37)
Acquired on acquisition of a subsidiary W — KM B A FEEA 3,651 1,027 - 4,678
Additions i 350 374 = 724
Disposals k= (548) (496) (838) (1,882)
At 31st December, 2009 RZBZAE+ZRA=1—H 7,405 3,375 1,684 12,464
Exchange adjustments bE R 291 97 - 388
Additions i 745 285 2,538 3,568
Write-off HEE (298) ) = (307)
At 31st December, 2010 RZE—ZF+-F=1—H 8,143 3,748 4,222 16,113

ACCUMULATED DEPRECIATION 2E

At 1st January, 2009 R-_ZEENE—A—H 1,993 1,715 2,274 5,982
Exchange adjustments B 5 9 &) ) (15)
Provided for the year FERB 766 4083 109 1,278
Eliminated on disposals 1 R 3 8 (240) (437) (805) (1,482)
At 31st December, 2009 R_ZEENE+=-_A=1+—H 2,510 1,678 1,575 5,763
Exchange adjustments BE N 99 40 5 144
Provided for the year FEAHE 892 660 279 1,831
Eliminated on write-off 5 B R R (298) 7) = (305)
At 31st December, 2010 RZZE-ZF+-A=1+—H 3,203 2,371 1,859 7,433
CARRYING VALUE REE

At 31st December, 2010 R-Z-FE+-F=+—H 4,940 1,377 2,363 8,680
At 31st December, 2009 RZZEZENEF+=A=1—H 4,895 1,697 109 6,701
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18. MINING RIGHT 18. RIERE
HK$’000
FAT
COST 5N
Addition through an acquisition of a subsidiary RZZBEZNFF+_A=+=HKE
on 23rd December, 2009 and balance e NS NGTESS: By
at 31st December, 2009 RN F+_A=+—H
R 45 84 415,840
Exchange adjustments bE 5 & 18,400
At 31st December, 2010 R-ZZE—ZEF+-_A=+—H 434,240
ACCUMULATED AMORTISATION ZFt#BHE R R E
AND IMPAIRMENT
At 31st December, 2009 A—EENF+_A=+—H -
Exchange adjustments FE 5 FF 2 24
Amortisation provided for the year FNFT R 533
At 31st December, 2010 RZZE—ZEF+=-A=+—H 557
CARRYING VALUE BREE
At 31st December, 2010 RZZE-—ZFTF+-_HA=+—H 433,683
At 31st December, 2009 R_BEENF+_A=+—H 415,840
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For the year ended 31st December, 2010 HE - ZT—ZF+ - A=+—HILFE

18. MINING RIGHT (Continued) 18. FRIERE (&)

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

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

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

Based on the financial statements of Sifa Mining for
the first 12 months following the Completion Date (the
“Guarantee Period”) prepared in accordance with the
generally accepted accounting principles in the PRC and
audited by a certified public accountant registered in the
PRC, the audited profit before income tax of Sifa Mining for
the Guarantee Period was RMB319,377, and accordingly,
the Group should be compensated by the Vendors at
approximately HK$31,962,000.
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18. MINING RIGHT (Continued)

The compensation payable by the Vendors to the Group
was set off by the first tranche of the promissory notes as
detailed in Note 33.

The exploitation on existing phase was completed. Sifa
Mining is now moving to a next phase in development of
another mining site exploitation system and then further
exploitation is expected. The management is exploring
all commercially viable opportunities to maximise the
return from this investment including but not limited
to improvement of infrastructure and expansion into
processing of the ore, subject to feasibility study and
availability of funding.

As at 31st December, 2010, the directors have carefully
reviewed the recoverable amount of the mining right by
reference to the professional valuation as at 31st December,
2010, performed by LCH (Asia-Pacific) Surveyors Limited
(‘LCH"). The recoverable amount of the mining right was
determined based on a value in use calculation. That
calculation uses cash flow projections based on financial
budgets approved by management covering a 5-year
period, and a discount rate of 15%. The cash flows beyond
the 5-year period are extrapolated using a steady 2.9%
growth rate. The key assumptions used in the value in use
calculation relate to the renewal of mining operating permit,
estimated reserves and the estimated prices of mineral
resources.

Based on the above review, the directors of the Company
are of the opinion that the recoverable amount of the mining
right is higher than the carrying value of the mining right as
at 31st December, 2010.

18. BRIEHE (&)

BN T A KB A E SR M 33 A
LA —#t AL IR 8 -

BERBRORE LR T MmIBEE
FBEEMT B BRS —EHHE
RE 2B TEHE —PRR - EEE R
WMMECRHXERNTHRENEERS
REOR BEETRARSEERER
X¥BERANT  EARTAIITHERER
AAESME

R-F—FFT_A=+—H EFER
BHSRTREMARAR ([FMEETIRZ
T-TFE+ A=+ HETHNERMGEE
HERBREOATEECBEFAETS - KB
BRI OeRIREEAEEFE -5
B EERKEEBSEZ A FHM KA
BRIB15%Z B LM HZBERETR
Al AEMRZASNELR2.9% 218 E 15
REREHF-FEHERAEERKBZIER
RN ERRE A EARBYERG
i E RGBS -

AR L EE ARREZRA  RBEER
—E-ZEE+_A=+—HANAKEEHE
=R EREE -
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19. GOODWILL 19. &
HK$’000
FET
COST R
At 1st January, 2009 R_ZFEENF—HA—H 12,925
Addition 0 184,340
Release upon disposal of subsidiaries & B A A B R B (4,910)
At 31st December, 2009 and 31st December, 2010 RZBEENF+_A=+—A8K
—E-FTF+-A=+—H 192,355
IMPAIRMENT wAE
At 1st January, 2009 RZZEZNFE—H—H 5,105
Impairment loss recognised BRI EEE 184,340
At 31st December, 2009 and 31st December, 2010 RZZBEZNFF+_A=+—8HK
—E—FTF+_H=+—H 189,445
CARRYING AMOUNT REE
At 31st December, 2009 and 31st December, 2010 R-EBEZNF+-_A=+—"HK
—ET—FF+_H=+—H 2,910

In January, 2009, the Group entered into a revised
agreement for the acquisition of Sifa Mining, subject
to fulfillment of certain conditions precedents. The
consideration payable for the acquisition comprised
cash, promissory notes, convertible loan notes and the
Company’s shares. Completion of the acquisition finally
took place on 23rd December, 2009. Because of the elapse
of time between January and December, 2009, market
conditions changed and as a result, the fair value of the
consideration payable has increased while the fair value of
Sifa Mining’s major asset, a mining right, has decreased.
Accordingly, the acquisition gave rise to goodwill of
approximately HK$184,340,000 which represents the
excess of the fair value of the consideration payable, as
adjusted by the Profit Guarantee, over the fair value of the
net assets acquired.
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19. GOODWILL (Continued)

In last year, the directors had carefully reviewed Sifa Mining
as a cash generating unit (“CGU”) based on a value in use
calculation. That calculation used cash flow projections
based on financial budgets approved by management
covering a 5-year period, and a discount rate of 14.67%.
The cash flows beyond the 5-year period was extrapolated
using a steady 2.79% growth rate. The growth rate was
based on the relevant industry growth forecast and did
not exceed the average long-term growth rate for the
relevant industry. The key assumptions used in the value
in use calculation related to the estimated reserve and the
estimated prices of mineral resources.

Based on the above review, the directors of the Company
were of the opinion that the goodwill arising from the
acquisition of Sifa Mining was not recoverable. Accordingly,
the goodwill was fully impaired and charged to the profit or
loss during the year ended 31st December, 2009.

At 31st December, 2010 and 2009, the carrying amount
of the Group’s goodwill was attributable to the Group’s
mobile phones business in the PRC. The recoverable
amount of this CGU has been determined based on a
value in use calculation. That calculation uses cash flow
projections based on financial budgets approved by
management covering a five-year period, and a discount
rate of 10% (2009: 10%). The key assumption for the value
in use calculation relates to the forecast mobile phones
sales. Management of the Group has determined that no
impairment needs to be recognised in respect of the CGU
containing the mobile phone retailing goodwill.

19. 58 (&)

T EERBEBERREEASEN
([REeEL£EMN]) EREEAEBENE
EEHHES FHGECALEREER
B2 BFRIBTEE RiR14.67% 2 B3R X
FrstizBeneBill - AFHE 2R
MER2.79% 2 BTHEERKES - GHEE
ERBEBETEIEREBANGE T2
BEBRTEREREZ FTHH -TERE
AEEREAZEZRRDEREDEIR
fhEHEE R ERE-

AN L EES  ARmEERS  WEEE
BRELNEHETATYE - FL BERS
E2BRE YREBEE_ZTTAF T A
=t BLEFEMNBESETME-

RZE—ZEFERZZFTAF+=ZA=1+—
H ASEREZRABAREAREEER
BB EEES ZRSELEMZA
WESBRFEFRAEENEELETE %t H
FRKEEEMEZ AFHMEREE KR
10% (ZZEZTNF 10% ) ZBh3E RFrat i
ZBRenERA - FEFRABELEIER
AR ERAHERA - ASEEEE
E%mﬂM#ﬁﬁﬁiﬁﬁ(@%%@%
TEBE)BARARME-
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20.

—ZEF+_A=+—HILFE

INVESTMENT IN AN ASSOCIATE 20. —
Cost of investment in an unlisted RIEETMBMERRZIRE
associate less impairment loss P AN $0 B R (B & 1R
Share of post-acquisition reserves FEAE W BB 12 R
Particulars of the associate as at 31st December, 2010 and

2009 are set out in Note 46.

Included in the cost of investment in an associate is
goodwill of HK$2,735,000 (2009: HK$3,635,000) arising on
acquisition of the associate in prior years, which is net of
impairment and adjustment on profit guarantee.

During the year, the Group received a compensation of
HK$900,000 in cash from the vendor in an acquisition of
an associate, Artchief Industries Limited (“Artchief”), carried
out in 2007. The compensation represents the shortfall
of the profit guarantee of Artchief for the year ended 31st
December, 2009. The compensation was set off with the
corresponding goodwill arising on the acquisition.
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20. INVESTMENT IN AN ASSOCIATE (Continued)

21.

The summarised financial information in respect of the

associate held by the Group at the end of reporting period

is set out below:

Total assets
Total liabilities

Net assets

Group’s share of net assets of associate

Revenue

Profit for the year

Group’s share of results of
associates for the year

INTERESTS IN SUBSIDIARIES

Unlisted shares, at cost
Amounts due from subsidiaries
Amounts due to subsidiaries

Less: Allowance of impairment

BEME
B{EAE

BEFE

58 B A A
AEFE

Yoz

FE A

7R g E pE R B A T
FEEE

FELMAAD - A
= PNCIE S
& 1 B B8 1% R 5K IR

R R B

REFRMEE R AEBFAE

20. —RBERNT 2 RE (&)

gENEZ

MG ERBZENT
2010 2009
HK$’000 HK$’'000
FTHET FETT
5,018 3,129
(1,562) (560)
3,456 2,569
1,728 1,284
37,611 176,475
887 2,850
444 732

B A TR

2010 2009
HK$’000 HK$’000
FTHET F&TT
50,577 48,435
640,337 642,957
(6,520) (6,520)
684,394 684,872
(640,337) (642,957)
44,057 41,915
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21.

22.

—ZEF+_A=+—HILFE

INTERESTS IN SUBSIDIARIES (Continued)

The amounts due from subsidiaries are unsecured, interest-
free and have no fixed terms of repayment. Accumulated
allowance of impairment for amounts due from subsidiaries
of HK$640,337,000 (2009: HK$642,957,000) had been
recognised up to 31st December, 2010 because the related
recoverable amounts were estimated to be less than their
respective carrying amounts.

The amounts due to subsidiaries are unsecured, interest-
free and have no fixed terms of repayment.

Details of principal subsidiaries are set out in Note 45.
AVAILABLE-FOR-SALE INVESTMENT

Available-for-sale investment comprises:

JE MBS
% 2R 7% 5

Unlisted securities:
Equity securities

This represents a 1.21% (2009: 1.21%) interest in unlisted
equity securities issued by a private entity incorporated in
Hong Kong, which is engaged in provision of computer
technology services in Hong Kong. This investment is
measured at cost less impairment at the end of reporting
period because the range of reasonable fair values
estimates is so significant that the directors of the Company
are of the opinion that its fair value cannot be measured
reliably.
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1. B AR (&)

22.

FEW BT B A B R IE R R e B R E
EEERE - HRIEE AT E BB A
DPREZEMNEEE  BUYHE QA HE
m%ﬁﬁﬁ%ﬁmawzww®mf;;
L 642,957,000 ) ER =T —FF
TZHA=T—HA®ER-

& AT B B A
BT E N o

AIRIAREER T ERE

TEMB AR FITHNMIELS

AHHERE
AHEERERRE:
The Group
AEE

2010 2009
HK$’000 HK$'000
TET FHT
69 69

T —RREBFMNL 2 FA B BATE
TEETMBRAZTSEZ21.21% (ZTZNF:
1.21% ) s o L BRI BB E R AT
R - ZEREREHRPLAE BIRA A
BRBENE REARGTEEAFEZE
BER ARBESRAEAFETEATSR
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23. CLUB MEMBERSHIPS

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

Exchange adjustments

At 31st December, 2010

IMPAIRMENT
At 1st January, 2009
Reversal of impairment loss recognised

At 31st December, 2009 and 1st January, 2010

Reversal of impairment loss recognised
Exchange adjustments

At 31st December, 2010

CARRYING AMOUNT
At 31st December, 2010

At 31st December, 2009

Club memberships are stated at cost less any identified
impairment loss. For the purpose of impairment testing
on club memberships, the recoverable amount has been
determined based on fair value less costs to sell. The fair
value less costs to sell is the second-hand market price less
cost of disposal. Management of the Group reversed part

R AR

R-BEBHE-—F—BAR-_ZETNEFE
+=—A=+—8

E 33 38 %

R-ZE—ZTF+—-A=+—H

A

NR—ZBEHFE—HF—H

B HE SRR (B &5 18 £ 0]

RZBEZANF+_A=+—"HK
—T—ZF—H—H

B HE SRR B &5 18 £ 0]

bE 5 R &

W-F-FE+-A=+-8

REE
W-2—FF+-A=t-§

R-FFAF+-A=+—A

B e BRI
BBl g e

EFERER M RE

of the impairment loss recognised in prior years due to the

increase of the recoverable amount.

The Group
rEH
HK$’000
FHET

1,371

1,380

13
(11)

1,376

1,358

2 3Bl R E B 1R 51

BRER - B &5
BAFEREERAEE -2 FEREE
PR/ = F 5 E R &R - i i AT I
Bl SRR WAKREEEERTEREE B

g
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24. INVENTORIES 24. ZE
Inventories comprise finished goods in: FEEEREKM:
The Group
AEM
2010 2009
HK$’000 HK$’000
FET FET
Mobile phones business BB EFEE TS 185,404 159,617
Mining business PRUE X 5 1,751 5,157
187,155 164,774
Inventories in mining business of approximately RIEX B FEX1,751,0008 7T (ZEF
HK$1,751,000 (2009: HK$5,157,000) have been pledged JLE 15,157,000/ 7T ) EEHER — 5B
as collateral for a borrowing (Note 31). EH i am (fI5E31) ©
25. TRADE AND OTHER RECEIVABLES 25. W E 5 IR ;X & H 4t FE UK BR =X
The Group
rEE
2010 2009
HK$’000 HK$’000
FExT FHET
Trade receivables FEUE 5 BR 3K 19,583 24,922
Less: accumulated allowance B RET R (14,713) (15,501)
4,870 9,421
Value-added-tax receivables JrE s 3 B R 6,238 10,620
Rebates receivable JfE U [B] 0 7R 1A 66,126 50,020
Prepayments to suppliers TE 1 2 8 7 3OE 71,332 2,982
Other receivables and deposits Hh R Rig® 27,589 25,432
Less: accumulated allowance B RET B (8,005) (12,626)
Trade and other receivables FEUE 5 R R ®
H A i U5 BR K 173,150 85,849
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25. TRADE AND OTHER RECEIVABLES (Continuead)

The Group allows its trade customers a credit period of
30 to 90 days. The following is an aged analysis of trade
receivables (net of allowance) presented based on the
invoice date at the end of reporting period:

0 to 30 days TE=+H
31 to 90 days =+—Z=h+H
Over 90 days iR+ A

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

25. ERE S RARE YRR (&)

AEBETESEP=TEATRZEER
H-RERPEERZREEZRZ (B0
BRER) REZAHEL ZREDTT :

The Group
&

2010 2009
HK$’000 HK$’000
THET THET
3,320 8,555
1,423 486
127 380
4,870 9,421

EMEFAHFERA AKEENHEER
FPZEEEE ARREEERE EHR
ARTEPZRB -REASEANBEE
Al RBEB D BEAR BN RIRE < B E
FRRA BB R LB ERERRLT -
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25. TRADE AND OTHER RECEIVABLES (Continuead) 5. ENE SRR REMEWER (Z)

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

Over 90 days but less than

180 days past due —BA+H
Movement in the allowance for doubtful debts in
respect of trade and other receivables

Balance at the beginning of the year FHE

Exchange adjustments ME 3, o B
Impairment losses recognised for the year & R 2 &k (B E5 18
Amounts written off as uncollectible T 85 4 £ A WL Bl BR 3R
Amounts recovered during the year F Uz BRFR
Balance at the end of the year FIRE

Included in the allowance for doubtful debts are individually
impaired trade and other receivables with an aggregate
balance of HK$2,852,000 (2009: HK$994,000) which
were either placed under liquidation or in severe financial
difficulties and therefore the amounts were considered as
irrecoverable. The Group does not hold any collateral over
these balances.
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BEANTHERER

AEEVERZEZFEFFEEMNERR -
AEBOBRAREBIBOBZEHER
FHRERE RARBELREABY
1808 LA b2 EFS@BE AW E - AT AR
ERPEEONEEHNERNEEBRRER
ZENEEERIARBLMAEE L EIF
HREBRRENE S ERREERR
DT

The Group
rEH
2010 2009
HK$’000 HK$’000
FTET FHET
127 380

BZEE

The Group
e 3

2010 2009
HK$’000 HK$’000
FTHET TAT
28,127 71,759
336 (485)
2,852 994
(13,200) (29,225)
(397) (14,916)
17,718 28,127

REEBEREENRERBKE ZERRE
1t & UL BR 3R 2 A5 #R 4R 582,852,000 7T ( =
T TN :994,00087T) -2 EEKE 5
R REMERERAR S /EENKTE
BREENEME AT UK E - A& @I
ERZEERFTETMERM -
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For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

AMOUNTS DUE FROM/(TO) RELATED PARTIES

Amounts due from: FEM 2 5RIR :
— minority shareholders of subsidiaries ~ — B2 &4 £k &

Amounts due to: e 2508 :
- Mr. Lau and his affiliate “BIREREBEA
— an associate ——REE QA
- a minority shareholder of a subsidiary ——ZRH B R HRE

Other than an amount of HK$6,000,000 due to Mr. Lau and
his affiliate as at 31st December, 2009 that carries interest
at Hong Kong Interbank Offered Rate (“HIBOR”) plus 3.5%,
all the above balances are unsecured, interest-free and
repayable on demand.

BANK BALANCES AND CASH

Bank balances and cash comprise cash held by the Group
with short-term bank deposits that are interest-bearing at
market interest rates ranging from 0.01% to 0.36% (2009:
0.01% to 0.36%) per annum and have original maturity of
three months or less.

The bank balances and cash of the Group are mainly
denominated in BRMB and HK$, which are the functional
currency of the relevant entities of the Group. Included in
bank balances and cash at 31st December, 2010 was an
amount in RMB of approximately RMB37,701,000 (2009:
RMB6,065,000). RMB is not freely convertible into other
currencies.

26. EUYL (FE{) BBE AT RE

The Group The Company
PN RAF

2010 2009 2010 2009
HK$’000 HK$'000 HK$’000 HK$'000
THER FTAEL THERT BT
3,172 5,721 - -
8,270 19,155 8,037 -
500 500 - -
- 6,126 - -
8,770 25,781 8,037 -

X EABAERR T BEREARE
kEE ERZ_TETENF+=_A=+—H
FE T 2155 A IR HL BB A 5X7E6,000,000/% 7T
RBBRITREZEN B IMI.5%F BERIN e

27. RITHEBRRAE

RITERLKRSDEAEERBEZRE R
ZNF0.01EZE0.36/EF (ZZEZF /14 : 0.01
[E £0.36/F ) 2 T35 F F E 5t 8RR E H
BA=@ARNZREERITHER-

REBZRITEBRREETEZURERE
BEREINEEBARBEBETIE R
—T-TFE+-_A=+—R RILBER
ReBREARBESELNAREKSI7,701,000
T (ZZZFNF : AR¥6,065,0007T) ° A
RETHSEBRLRAHEMEY
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28. TRADE AND OTHER PAYABLES 2. ENESZRRRHEMENIERK
The following is an aged analysis of the trade payables RERPEEACENBSRTILERSR
presented based on the invoice date at the end of reporting HZ5| 2 BRI DT AT
period:

The Group
RE

2010 2009
HK$’000 HK$’000
FET FHET

Trade payables: BB SR
0 to 30 days TE=+H 3,704 3,539
31 to 90 days =f+—ZFhAt+H 159 99
Over 90 days Bid T B 599 2,163
4,462 5,801
Rebates payable JE = 05818 116,190 47,983
Prepayments from customers K P IE 62,379 26,152
Other payables and accruals HibFERBER R FESTE A 20,842 9,861
203,873 89,797
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29. SHARE CAPITAL 29. [ &

Number of

ordinary shares Share capital

ZEREE R
2010 2009 2010 2009
’000 ‘000 HK$'000 HK$'000
T8’ T THT AT
Ordinary shares of HK$0.10 each BREE010HB T2 TRk
Authorised EERA 1,000,000 1,000,000 100,000 100,000
Issued and fully paid BETRBRRIBRA
At beginning of year E1 678,806 372,790 67,881 37,279
Issue of shares in consideration BIIRMIERKE-—K
for the acquisition of MDA 2 KB (FsE)
a subsidiary (Note i) - 306,016 - 30,602
Issue of shares upon conversion of REBRTRRERZEE
convertible loan notes (Note ii) BATR (P sk 142,857 - 14,285 =
At end of year FXR 821,663 678,806 82,166 67,881
Notes: Bt 5 -

(i)

(i

On 23rd December, 2009, the Group completed the
acquisition of Sifa Mining by allotment and issue of
306,016,300 ordinary shares of HK$0.10 each per share as
part of the consideration of the acquisition. The fair value
of the shares on the date of exchange, represented by their
closing market price on that date was HK$0.465 per share.

The shares issued as mentioned above ranked pari passu
with the then existing shares in issue in all respects.

On 4th January, 2010, convertible loan notes with principal
amounts of HK$100,000,000 and carrying value of
HK$100,368,000 were converted into 142,857,142 ordinary
shares at a conversion price of HK$0.70 per share.

i) R-ZEZAE+_A-_+=H KX£H
TRKIEREESE BBARERESD
306,016,300/% & & E {E0.10/% T 2 & 1B
B A BERE - RONRIEA 2
AFEAZERNDE B 2 KT ESK0.465
P IT ©
B LB EHTROES T EHEERE

BTN ZERSFHER -

iy RZTE—ZFTF—-—AWNHB X8R
100,000,000/ 7t & AR fE & 4100,368,000
PEITH) AT R B R R R IR AR E & %0.70
7 TCEE I 5142,857, 14288 i@ A% -
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30. SHARE-BASED PAYMENT TRANSACTIONS 30. LR AERANRZR S

The Company adopted a share option scheme on 14th
January, 2004 (the “Scheme”) which was effective on 26th
January, 2004 and will expire on 26th January, 2014. The
primary purpose of the Scheme is to provide incentives to
directors, eligible employees and other qualified persons
who in the opinion of the board of directors has made or will
make contributions which are or may be beneficial to the
Group as a whole.

Under the Scheme, the directors of the Company may,
subject to certain conditions, grant to any directors,
employees, suppliers, agents, customers, distributors,
business associates or partners, professionals or other
advisors of, or consultants or contractors to, any members
of the Group or any associated companies who in the
opinion of the board of directors has made or will make
contributions which are or may be beneficial to the Group
as a whole, options to subscribe for shares in the Company
at any price but not less than the higher of (i) nominal value
of a share, (i) the closing price of the shares on the Stock
Exchange on the day of grant, and (i) the average of the
closing prices of the shares on the Stock Exchange on the
five trading days immediately preceding the date of grant
of the options, subject to a maximum of 10% of the issued
share capital of the Company from time to time.

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

Options granted must be taken up within the time period
set out in the offer letter and upon payment of HK$1 for
each lot of share option granted.
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30. SHARE-BASED PAYMENT TRANSACTIONS 0. MR AERTRZRS (&)
(Continued)
At 31st December, 2010, the number of shares in R-_E—ZFF+_-_HA=+—H"RIE:
respect of which options had been granted and remained BB R L ED A M AR FT 50 S AR A 2 AH B
outstanding under the Scheme was 8,446,000 (2009: B 1D 2 B 48,446,000/ (— T N F:
8,552,000), representing 1% (2009: 1.3%) of the shares of 8,552,000/% ) " 1E AR AR % B B 1T
the Company in issue at that date. MZ1% (ZEENF:1.3%) °
The following table discloses movement of the Company's TEREBRHE_ZT—ZFR_ZTTNF
share options held by employees and consultants (including +ZA=+—HALtEERENER (B
directors) during the years ended 31st December, 2010 and EF)MBEAQRIBRE &) :
2009:
Exercise  Outstanding  Transfer upon Forfeited  Outstanding Forfeited ~ Outstanding
Date of Exercisable price at  appointment during at during at
Name grant period per share 1.1.2009 as director the year 31.12.2009 the year 31.12.2010
RZZTNEF R-Z-2F
RZEZTNhE T=A =8
Bk —A—B Z£fAREES Sl =S9r=[
e i A 1165 168 AR ITEE HEZ  RERXK MATE  RERRR i RATE
HK$
B
Category I:
5%
- Directors 7.5.2007 7.5.2007 10 6.5.2012 129 2,750,000 = - 2,750,000 (100,000) 2,650,000
-E% —TTtF ZTTtFRAALHEZE
AAtA —Z-——FHAXAH
- Director appointed  7.5.2007 7.5.2007 10 6.5.2012 1.29 - 300,000 - 300,000 - 300,000
during 2009
-RZEENER —TTtF ZZTTtERAtLRZ
ZENES AAtR —T-—FHAAKA
Category II:
FR:
- Employees 7.5.2007 7.5.2007 10 6.5.2012 129 3,022,000 (300,000) (1,170,000 1,552,000 (6,000 1,546,000
-E& “ZTtF C—FTtFRAtHZE
AAtA —Z-——FHAXAH
Category III:
F=8:
- Consultants (Note)  7.5.2007 7.5.2007 10 6.5.2012 129 3,950,000 = - 3,950,000 - 3,950,000
- B (His) —TTtF ZTTtFRAARLHZ
AAtH —Z-——FHAXAH
Total for all categories 9,722,000 - (1,170,000 8,552,000 (106,000) 8,446,000

BRI s

Exercisable at the end 8,552,000 8,446,000
of the year

RERAITE

Weighted average HK$1.29 HK$1.29 HK$1.29 HK$1.29 HK$1.29 HK$1.29
exercise price

MEFHITHEE 1.298 7T 1207 12087 1.20/ 7T 1.20 7T 1,298 T
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For the year ended 31st December, 2010 & ZE —ZE—ZTF+ - A=+—HIFE
30. SHARE-BASED PAYMENT TRANSACTIONS 30. LB AERAR RS (£)
(Continued)
Note: B 7%
The Group granted share options to the consultants in return for AEBERTEBZEBERE FAESRAKEE
their provision of management consultancy services to the Group. REEEZARBAER -
No option was granted during each of the two years ended 31st BE_ZTTNFR-_ZT—ZTF+=-_A=+—H
December, 2009 and 2010. IEFAF R & A D R AR A -
31. BANK AND OTHER BORROWINGS N.|ITRHMEE
The Group
rEE
2010 2009
HK$’000 HK$’000
FHET TAT
Bank loans RITER 23,600 =
Other borrowings HifgE 26,430 14,010
50,030 14,010
Secured BEA 14,630 14,010
Unsecured 1R 35,400 =
50,030 14,010
At the end of reporting period, all the Group’s borrowings REFRPLEEH AEEFREEEAR —
were repayable within one year. All bank loans are FANEE - 2FRITERBARRAER-
guaranteed by the Company.
2010 2009
HK$’000 HK$’000
FE T FAT
Fixed-rate borrowings EBEE 26,430 14,010
Variable-rate borrowings FEEE 23,600
50,030 14,010
Effective interest rate (per annum) B FFE
— fixed-rate borrowings —EEEBE 11.65% 8.47%
— variable-rate borrowings — 2B EE 5.58% — 10% n/a 7 & B
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For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

32. CONVERTIBLE LOAN NOTES

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

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

2. AIRREREE

—ETEAE+ZRAZ =R ARATRT
784 %8100,000,00078 7oA Al A I B A R 4R
([MTRRERER])  ERKEREESE
A RE - AT R EREIR A TR E -
EIEE A T B AR ERERN A
BAEARETASEE S ——F+=
AZ+=R8 ([2/8H]) HRZER’0.75
THEREE BRI TREBREREER
IR AR NF L@ - ARRIEERE
HA B ATBERE LAAE S R EE105% M B & HE S
FTA SR M R BRI RRERER -
BRIEBACEREER  TRIAQARHRN
—E—— 4+ At —HEZEEELRA

BERERER-

THRBERERLEMEGRSS DA
BB D ROTER D - T
KR P B « §74£ 25
AFERHREARER BEDD HER

FREABETE -
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For the year ended 31st December, 2010 HE—Z—ZF +_A=+—HIEFE

32. CONVERTIBLE LOAN NOTES (Continued) 3. MBS E=E (&)
The movement of the above components are set out as LAt D BB FH AT
below:
Derivative Liability
component component Total
PTERD =Rt Mt
HK$’000 HK$’'000 HK$’000
FHTT T T FHET
At initial recognition HRHER 15,168 84,625 99,793
Interest charge FMEER - 187 187
Loss on changes in fair value NP EESH 2 EE 326 - 326
As at 31st December, 2009 RZZEZTNF
+=ZA=+—8H 15,494 84,812 100,306
Interest charge FMEER - 62 62
Conversion Hit (15,494) (84,874) (100,368)
As at 31st December, 2010 RZZE—TF
+-A=+—H” - - -
On 4th January, 2010, all the CL Notes were converted —Z-ZTF—ANA FAEABREER
into 142,857,142 ordinary shares at a conversion price of EEERESRO7TOBE TN EREE KR A
HK$0.70 per share. 142,857,1420% E i@ A% ©
33. PROMISSORY NOTES 3. AHERE
As part of the consideration for the acquisition of Sifa “ETEAF+T At =R ARAET
Mining, on 23rd December, 2009, the Company issued 2 M it AN & 48 58 & £ 4989,700,0007 Tt K
tranches of the promissory notes in the principal sum of HER ERBIBIREREENLONE - Z
approximately HK$89.7 million in aggregate, all of which are EARRBERE BHREMFBOT:
interest-free. Other particulars of the promissory notes are
as follows:
1. First tranche promissory note 1. F-—HELZR
This carries a principal sum of HK$40,000,000 and it ZEEEZEBEN RN RER
is non-transferrable and will mature at the end of the 40,000,000/ JT K 4% AT 5 28 [ B 3K
twelve months after issue. HERTR T @A ARKEIHE-
Any shortfall arising from the Profit Guarantee as set fim 7R BE 32 BB A1 8FT 3 s AR 75+ B
out in Note 18 is to be set off against this tranche. ETREFBURNI AT FREH -
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33. PROMISSORY NOTES (Continued) 33 AN EE (&)
2. Second tranche promissory note 2. EHERLZEE
This carries a principal sum of HK$49,691,000. It is ZHELEZEBEN RS BER
transferrable and will mature at the end of the twenty- 49,691,000/ 7T * 4 7l #3& - A4 70
fourth month after issue. This tranche is not subject 1712 % — + U@ A & R BB HY - 5z it
to adjustment on any shortfall arising from the Profit LR B AR R A RFETE A/ E
Guarantee. AR REREETMFARE-
The movement of the 2 tranches of promissory notes and MtER A ERR S BERA RN EEHET
the respective effective interest rate are set out as below: T
First Second
tranche tranche Total
= —iit =t ot
HK$’000 HK$'000 HK$’000
FAT TAT FAT
Principal sum on date of issue MRETHEN AL A5 40,000 49,691 89,691
Estimated compensation by ST ESmEE (M)
the Vendors (Note i) (31,853) - (31,853)
Fair value adjustments N EFHE (613) (7,651) (8,264)
At initial recognition HRER 7,534 42,040 49,574
Interest charge FMEER 15 90 105
As at 31st December, 2009 RZZFZTNF
+—B=+—H 7,549 42,130 49,679
Interest charge FEER 597 3,666 4,263
Adjustment to estimated BHEABESE AR
compensation by the Vendors ( B i )
(Note ii) (109) - (109)
Transfer to amount due to HEZENEERFTAA
note holder, Mr. Lau (Note i) 2 £S5 (ki)
(8,037) - (8,087)
- 45,796 45,796
Effective interest rate BERA = 8.13% 8.72%
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33. PROMISSORY NOTES (Continued) 33. R HEE (&)

Notes: iz

(i)

(i)

During the year ended 31st December, 2009, the directors
were of the opinion that the Profit Guarantee was not
probable to meet and therefore had provisionally reduced the
promissory notes by the amount of the estimated shortfall
in accordance with the terms of the first tranche promissory
note.

As mentioned in Note 18, during the year ended 31st
December, 2010, the actual compensation payable by
the Vendor was approximately HK$31,962,000 in which
HK$31,853,000 had been provided to reduce the first
tranche of promissory note in prior year. The adjustment of
HK$109,000 on estimated compensation was recognised in
profit or loss.

On 22nd December, 2010, the maturity date of the first
tranche of promissory notes, the note holder, Mr. Lau,
agreed to transfer the outstanding balance of approximately
HK$8,037,000 to the amount due to him in the terms of
unsecured, interest-free and repayable on demand.
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(i)

(ii

HE-_TThAF+-_A=+—HILFE"
EZRRTARARERBNRE BHiE
IRIE S — A R B A R ER R b B AL
SEREMA TR

Bk HET—ZTF+=A
=t+—BLEE BFEREMOHBEES
%8 49 /531,962,000 7t * H 31,853,000
BILTEREFBELREMA L ERE-
109,000 Tl st B E B2 HEB TR

RZZ—ZTFF+_A=+=H BHtEL
ZENINBHE BEFEAZLEERER
EER 2ERRERERGERBREER
FRERFEHI8,037,000/8 L = R 25 £
B IE o
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For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

34. DEFERRED TAX LIABILITIES 34 EEREERE
The following are the deferred tax liabilities recognised and TREREZFER LFEECRRIBLER
movements thereon during the current and prior years: HEEREEE:

Revaluation of
mining right
arising from

acquisition

B e B 5| By
RIEREM

HK$’000
FHET
At 1st January, 2009 N_ZEZNF—H—HR -
Acquisition of subsidiaries LA = NE)| 101,473
At 31st December, 2009 R-ZEZEAF+-_H=+—H 101,473
Exchange adjustments bEE 5 3 2E 4,484
Credit to profit or loss S AE = (138)
At 31st December, 2010 R-ZE—ZFF+-_H=+—H 105,824
Under the EIT Law of PRC, withholding tax is imposed on BEBEFECEMRFSRE B2 /NFE—
dividends declared in respect of profits earned by PRC A— B R BB A G R SFE
subsidiaries from 1st January, 2008 onwards. Deferred KA BB RFENE - B A& B &
taxation has not been provided for in the consolidated HRIEHPEMNE AR R EAAAREE
financial statements in respect of temporary differences B 2= %8 4956,635,0008 T (Z T Z N F :
attributable to accumulated profits of the PRC subsidiaries 31,551,000/ 7T ) A% [0l B fa] - BN K] gg
amounting to approximately HK$56,635,000 (2009: Al RARREE B R Z 58 WL ER RS
HK$31,551,000) as the Group is able to control the timing B 75 R R B ik B = RE AT hE iR A A TA
of the reversal of the temporary differences and it is e

probable that the temporary differences will not reverse in
the foreseeable future.
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For the year ended 31st December, 2010 HE - ZT—ZF+ - A=+—HILFE
35. ACQUISITION OF SUBSIDIARIES 35. IREEMT B 1 Bl
On 23rd December, 2009, the Group completed the N-_ZEFENE+_A-_+=H AEEFE=
acquisition of a 50.8% effective interest of Sifa Mining. U BB 4B BB S M50.8% B #EZS - BEEIN
Total consideration including directly attributable cost for BEEEAKANZAREL A339,846,000
the acquisition is approximately HK$339,846,000. This B oA D F A IRE =AY ER -
acquisition has been accounted for using the purchase
method.
The net assets acquired in the transaction, and the goodwill LHOMEBEZEEEREEAZEHENT
arising, are as follows:
Acquiree’s
carrying Carrying
amount amount
before Fair value and
combination  adjustments fair value
Xz
WU HET 2 AREE K&
REE ATERAE NS
HK$’000 HK$’000 HK$°000
FHT FHT FHT
Net assets acquired: BT Y B 3 &
Plant and equipment B K 5% 1 4,678 — 4,678
Mining right PRIERE 9,947 405,893 415,840
Inventories FE 5,128 = 5,128
Trade and other receivables B E 5 R K&
H A /R W BR R 4,158 - 4,158
Bank balances and cash RITEBR RIS 516 - 516
Trade and other payables ERESEZF R
H fth F& 1~ BR K (23,137) - (23,137)
Taxation I8 65 - 65
Deferred tax liability IEEFIE B (F - (101,473) (101,473)
1,355 304,420 305,775
Non-controlling interests FET2E I 14 2 (150,269)
Goodwill (Note 19) BE (MsE19) 184,340
Total consideration BRE 339,846
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35. ACQUISITION OF SUBSIDIARIES (Continued) 35. WEMB AT (&)
HK$’000
FHETT
Total consideration satisfied by: ARSI GRS FRRE:
Deposit paid in prior year BEFEEMz2EZS 25,000
Consideration payable EARE 15,000
Issue of shares (Note 29) BTk (MI5E29) 142,298
CL Notes issued (Note 32) BETABRKRERZER
(Kt7E32) 99,793
Promissory notes issued (Note 33) BEITEREER
(F$5E33) 49,574
Transaction costs directly WBEEREEZRSKA
attributable to the acquisition 8,181
339,846
Net cash outflow arising WEEE RS MTIFRE:
on acquisition:
Cash and cash equivalents acquired Fr{33R& MRS EEY 516
Transaction costs directly WHEEEBEEE ZRFHKA
attributable to the acquisition (8,181)
(7,665)
As the acquisition of Sifa Mining was completed on 23rd HRWEBREEEEN_ZEZNF+A
December, 2009, Sifa Mining did not contribute any ZH=HEK BREREEREFLESR
turnover or results to the Group for the prior year. Had ANEBERIEMEEDBNES - HMKER
the acquisition been completed on 1st January, 2009, —EENE—F—HER AEERESE
the Group’s turnover and loss for the prior year would M4 25 D I8 € 5 B H13,523,00058 7T
be increased by HK$3,523,000 and HK$2,884,000 52,884, 0003 7T o

respectively.
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36. DISPOSAL OF SUBSIDIARIES 36. HEMBE AT
On 23rd July, 2009, the Group disposed of a subsidiary, —EENFLEAZT =0 AEELE—
Fortune Realty Development Company Limited, which was RREBERELEBRNNB AR REMERRE
engaged in investment holding, at a profit of HK$107,000. BRRAA - #EH107,0007 7T ©
On 24th August, 2009, the Group disposed of the Synergy —EENFNAZTHA -AEELE
sub-group which was engaged in the mobile phone Synergy 5B ZEERE BN ERHEE
business in Hong Kong, at a loss of HK$5,081,000. ¥ 75 £%155,081,00078 T & 18
The net assets of Fortune Realty Development Company REMEZERAFR A RESynergyE B E
Limited and the Synergy sub-group at the dates of disposal EEHMEEFEDT

were as follows:

HK$’000
F&TT
Net assets disposed of: FriEFEE:
Plant and equipment B K& 39
Inventories FE 5,165
Trade and other receivables FEW B 5 BR 3k K2 H A & U BR 5K 7,770
Tax recoverable A] W B % 18 131
Bank balances and cash RITEBR MRS 2,322
Trade and other payables S E 5 8RRk & H B A BR 3K (12,381)
Tax payables FES R IR (102)
2,944
Attributable goodwill HEEE 4,910
Loss on disposal HEEBE (4,974)
Total consideration BB 2,880
Satisfied by: ARG R AT
Cash He 2,880
Net cash inflow arising on disposal: HEEAZRESMAFRE:
Cash consideration HeRE 2,880
Bank balances and cash disposed of HEZIRTE#REE S (2,322)
558
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37. OPERATING LEASES

The Group as lessee

During the year, the Group made minimum lease payments
of approximately HK$5,834,000 (2009: HK$5,505,000)
under operating leases.

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

follows:

Within one year —F RN

In the second to fifth years inclusive E_FEERF
(BHEEEMSF)

Over five years AFEMNE

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

38. PLEDGE OF ASSETS

At the end of reporting period, the following assets were
pledged to secure bank and other borrowings of the Group.

Inventories — mining business FE - REXD

38.

{«« P *ﬂ Q{J

EEBEBRBA

FRAEERBELEHOBLN 2 HE
HEFIEH AE5,834,0008 T (ZEZT A
£ : 5,505,000/ 7T ) °

REFHREER AKERBETAIHEHE
HMMBER TR 2 HEMERAN
BIARRZEESAZENT -

2010 2009
HK$’000 HK$’000
FER THET
4,420 3,514
5,452 5,422
1,553 1,269
11,425 10,205

EERPBSEAERRE THASYE
REEEENZAS - BORAS YK
E+EYFRBERREE-

EEEH

REBREER UTEECERERAE
SEMERTREMEENER-

2010 2009
HK$’000 HK$’000
FERT TET
1,751 5,157
1,751 5,157
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39.

40.

4.

CONTINGENT LIABILITIES

At 31st December, 2010, the Company had provided
guarantees to banks in respect of credit facilities granted to
its subsidiaries amounting to HK$23,600,000.

At 31st December, 2010 and 2009, the Group had no
contingent liabilities.

CAPITAL COMMITMENTS

At 31st December, 2010 and 2009, the Group and the
Company did not have any significant capital commitments.

RETIREMENT BENEFIT SCHEMES

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

The employees of the Group’s subsidiaries in the PRC are
members of a state-managed retirement benefit scheme
operated by the government of the PRC. The subsidiaries
are required to contribute a fixed rate of payroll costs to
the retirement benefit scheme to fund the benefits. The
only obligation of the Group with respect to the retirement
benefit scheme is to make the specified contributions.
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41.

HREE

R-Z—2F+t-A=+-8 AQAR
H B8 2 7] #923,600,0007% 7T {= B @ & M)
RITREER-

RZE—ZEFR_FEFNF+_A=+—
B NEETETMHABGE-

BAREE
RIE—TBFER_TETAF+_A=+—
B AEE KA R I T[] 8K E AR
%0

E KT RS

AEESMAREREREREERHE
NEEEE ([FH8])) AHETENEE
MEAAENZESEARBEED R
BoREBFEIZAA BRERERBEARM
AFETE 2 b R A T 8l 3R - AN E 5t &
ZE—BEERRBEELRERR

AEFBETHEZMHBAREEY AT EK
FEREZBERERRKBNGEIKE %
5 M 8 X B B R 5 & BN 2 B RE B B R %
BRABRFE BT RERENRERES -
AEBYHZERBNE 2 —BEERE
HETE K
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42. RELATED PARTY DISCLOSURES

(a)

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

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

Compensation of key management personnel
The remuneration of directors and other members of

the Group’s key management during the year was as
follows:

2 HA 48 A
R NEZ R

Short-term benefits
Post-employment benefits

The remuneration of directors and other members of
key management was determined by the remuneration
committee having regard to the performance of
individuals and market trends.

During the year, the Group received management fee
income amounting to HK$480,000 (2009: HK$90,000)
from Synergy Technologies (Asia) Limited of which Mr.
Lau is the common director.

42. BEALTZHE

(a)

RERMAER NEBEREAL
ZARBEERFIBEHNGEAHERR
= M KI7E26 o

BB TAERWBRBRET L 2 &

EIE N

TEEEABZFH M

FRAEERAKEEMEIEZEEAR
ZBEmT

2010 2009
HK$’000 HK$'000
FTET FET
5,385 3,264
176 50
5,561 3,314

EERAMFEEBASZME B
MEEe@EREMALRRETSE
BIRETE -

£ 7 - AN @ [7) Synergy Technologies
(Asia) Limited (B £ MBZARE
%) I E480,0008 c (ZE T NF -
90,0008 70 ) BE B A °
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43. RESERVES OF THE COMPANY 43, A D T B

Share
Share Contributed Translation option Accumulated
premium surplus reserve reserve lossess Total
RARE BHRBH AERE BRERE ZREER “m
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTET THT AT TAET FTET FTET
(Note)
(FE)
At 1st January, 2009 RZZZNE
—H—H 195,183 40,948 42,304 5,097 (67,594) 215,938
Loss for the year FEBRE - - - - (508,366)  (503,366)
Exchange differences RpEmEE ZER
arising on translation =8 - - (1,608) - - (1,608)
Transfer of reserve upon TR R B K R 0
forfeiture of share options & - - - (614) 614 -
Issue of shares arisingon ~ RUNE KK BL A
acquisition of a subsidiary M #ETTM 111,696 = = = = 111,696
At 31st December, 2009 RZZEZTNE
+-A=+—H 306,879 40,948 40,696 4,483 (570,346) (177,340
Profit for the year FEHF - - - - 594 594
Exchange differences RtEmES 2
arising on translation EREER - - (2,149) - - (2,149)
Transfer of reserve upon Nz
forfeiture of share options B - - - (55) 55 =
Issue of shares upon RE AR E R
conversion of convertible SERETRN
loan notes 86,083 - - - - 86,083
At 31st December, 2010 RZE-TF
+-A=+-~8 392,962 40,948 38,547 4428  (569,697)  (92,812)
Note: The contributed surplus represents the difference between MizE: BERRKRAEBNER WA R EE

the consolidated shareholder’s funds of the subsidiaries at

the date on which they were acquired by the Company, and

the nominal value of the Company’s shares issued for the

acquisition at the time of the group reorganisation less the

amount applied to pay up the 1,000,000 nil paid shares at

the time of the group reorganisation.
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44. RECLASSIFICATION OF COMPARATIVES

Certain comparative amounts of sales and purchases

rebates have been reclassified among revenue, cost of

sales and selling and distribution costs presented in the

consolidated statement of comprehensive income in order

to conform with current year’s presentation.

45. PARTICULARS OF PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries at 31st

December, 2010 and 31st December, 2009 are as follows:

Name of subsidiary

WEBLARAEE

Express Fortune
Holdings Limited

Express Fortune Limited

Fortune Shanghai

RELE

Issued and

Place of fully paid

incorporation/ share capital/

establishment registered capital

EMRL/ ERTRBERE/

B 32 s B AfER

British Virgin Ordinary US$100
Islands

RERLEE EER100% T

Hong Kong Ordinary HK$10

Non-voting deferred

HK$5,000,000

(Note i)

BB EERI10B T

ERZRE

EIER D

5,000,000 7T

(s

Wholly foreign owned US$28,100,000
enterprise established
in the PRC

EREKLZ

MEBELF

28,100,000% 7

4. BB FEH D

i;ﬁ

ETALEHEESEMBEERAMFEAS R
FAEZEBRARP 2 2 W HERAK
HEERDHEKAET DR UHEARF

BZ2%773 -

45. T EN B LRI EHR

R-_E—FF+_HA=+—HE=-_ZZTAh
F+_A=+—HZARBEBHNEAQA

HiEmT

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

RRRAHERITRE/
A MEREE A
2010 2009
100% 100%
100% 100%
100% 100%

Principal activity

FEEK

Investment holding
RERR

Maintaining the
corporate office

Trading in mobile
phones

EERDER
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45. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continueq)

Name of subsidiary

WEAREH

Fortune Telecom
International Company
Limited

REBSEARERAA

Sifa Mining

Shanghai Telefortune

LIETR

Telefortune (China)
Investments Limited
(“Telefortune”)

REHNE (PE)RE
BRAR ([REHR])

Top Emperor Investments
Limited
HEREARAA

Zhuhai Reminda

KEERE

Issued and
Place of fully paid
incorporation/ share capital/
establishment registered capital
EMmARL/ ERTRBERE/
B3 3t B ERUE-E
Hong Kong Ordinary HK$10,000
0 T3 %10,00075 70

Established in the PRC RMB1,000,000

ERERL AR 1,000,000
Wholly foreign owned US$6,000,000
enterprise established (Note ii)
in the PRC
ERERLZ 6,000,000 7
WNEBEBLE ( Pt &)
Hong Kong Ordinary
HK$40,000,000
BB Rl
40,000,000/ 7
Hong Kong Ordinary HK$10,000
Bk £ @M10,0008 T
Sino-foreign equity joint RMB10,000,000
ventures established
in the PRC
ERBIKZ ARE
mONEERE 10,000,0007C
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Proportion of

nominal value of
issued share capital/

registered capital
held by the Company

KRR RITRE/
AMEAREEZ LA

2010 2009

100% 100%

50.8% 50.8%

- 100%

100% 100%

100% 100%

51% 51%

45. T ERBLARTER (£)

Principal activity

TEER

Investment holding

REER

Exploration and
extraction of
mining resources

HRIFRBEEERR

Trading in mobile
phones

EEBDE;

Investment holding

REER

Property holding

RENE

Trading in mobile
phones



Notes to the Consolidated Financial Statements
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For the year ended 31st December, 2010 BE—FT—ZF+-_A=F+—HIFE

45. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continued)
Notes:

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

(i) Shanghai Telefortune was deregistered on 29th November,
2010.

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

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

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

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

45. T EMBARER (£)

=

RAGRERHFRNE LEEXNER
B R ST R -

i) EEFHR-F-—TF+—B=+hEK
S AR o

XX A) B ¥ 45 A Express Fortune Holdings
Limited# 4 + M E X FTRFT A w1
HAQARIMERHA -

¥ Express Fortune Holdings Limited & &
BRIABMEZECRBIKEERIN Ll FE
XML/ B S B AR ©

EMBRRRFRRNFEREMEFGEE
BT RE 5

ERAAFIEDEERBRETELEEER
FEEFENARAETENBLR -EF
R BIEBHBARZHBEESEH
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For the year ended 31st December, 2010 & ZE —ZE—ZTF+ - A=+—HIFE
46. PARTICULARS OF ASSOCIATE 46. Bt & N T ﬁ*ﬁl
Details of the Company’s associate at 31st December, RZE—ZEF+_A=+—HEZZEZT A
2010 and 31st December, 2009 are as follows: ¢+_ﬂ =+ —HZAREHERRFE
LUl
Nominal value of
Form Place of issued capital/
of business incorporation/ registered capital held
Name of associate structure operation indirectly by the Company Principal activity
AARMERE
HEMAL,/ BRITRA/
BENFER ES 4 oY Sk TEH AMERZEE TEEK
2010 2009
Artchief Incorporated Hong Kong 50% 50% Trading in electronic
products
2873 AR B AL B BEEETEM
The Company has less than 50% of representation in the HRARBRBEEESE 2REEILRN
board of Artchief and thus classified it as an associate. 50% DB AEHE QA -
47. APPROVAL OF FINANCIAL STATEMENTS 47. Mt EM B R &
The financial statements were approved and authorised for MERRER _T——F=—A=tHEE
issue by the Board of Directors on 30th March, 2011. B i R IR T B o
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RESULTS

Revenue
Cost of sales

Gross profit/(loss)
Other income
Selling and distribution costs
Administrative expenses

- share-based payment expenses

- other administrative expenses
Loss on disposal of subsidiaries
Allowance for trade and other receivables

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

Impairment loss recognised in
respect of goodwill

Impairment loss recognised in respect of
interests in associates

Fair value gain on an investment property

Fair value gain on an embedded
non-option derivative

Fair value loss on convertible loan notes

Gain on disposal of an associate

Reversal of impairment loss of trade and
other receivables

Share of results of associates

Finance costs

Profit/(loss) before income tax
Income tax expense

Profit/(loss) for the year

Attributable to:
Owners of the Company
Non-controlling interests

Wz
HEKK

£7/(8)

HAA

HERDHKA

THER
“URHAERIHZER
-HTHER
HEMBRRZER

TEWCE 5 Bk S H A R R 2
B

SAHHER AR ZRERE

AR ZRERR

R EARREED REBE
—RERAENFZ A FERE
BRARGERRITETAZATE
Yoss
TRRERRBZATVEER
HE—RBE QA2 W
FEWE 5 R E MR 2
HEBERED
PEMERR XS

BEKK
BAEHAEHN,/ (B1)
g i

EEEN/ (BR)

Fefh:
RRFEAA
e lid: B

Financial Summary

B E

Year ended 31st December,
BZ+t=-A=t-HLEE
2006 2007 2008 2009 2010
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
TAET TAET TAET TET TAT
(Note) (Note) (Note) (Note)
(Fi3E) (Fi3E) (FE) (Fi3E)
3,046,805 2,744,597 2,097,593 2,124,237 2,544,120
(2,933,472) (2,838,162) (2,063,001) (2,084,030) (2,479,356)
113,333 (93,565) 34,592 40,207 64,764
17,904 17,791 11,262 12,144 16,403
(36,716) (50,623) (23,092) (24,064) (22,450)
- (14,816) - - -
(24,122) (31,490 (29,090) (24,493) (27,308)
- - - (4,974) -
(5,380) (46,379 (47,364) (994) (2,852)
- - (632) 217) -
- - (5,105)  (184,340) -
- (18,193 (5,725) - -
60 2,240 - - -
- - 5,538 - -
- - - (326) -
- - 104 1,437 -
- - - 14,916 397
- (2,125) (4,036) 732 444
(27,535) (26,350) (11,837) (2,330) (11,658)
37,544 (263,510) (75,385)  (172,302) 17,740
(6,205) (3,337) (3,459 (127) (2,104)
31,339 (266,847) (78,844)  (172,429) 15,636
31,339 (266,679) (78,719)  (171,983) 14,875
- (168) (125) (446) 761
31,339 (266,847) (78,844)  (172,429) 15,636
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Financial Summary

BHME

ASSETS AND LIABILITIES EEREE

At 31st December,
Rt=A=1+-H

2006 2007 2008 2009 2010
HK$'000 ~ HK$'000  HKE'000  HK$'000  HKS$'000
TRT TAT TAT TAT TR

Total assets BESE 1,183,024 520,982 385,332 698,937 867,381
Total liabilities B (786,856)  (260,843)  (190,552)  (385,625)  (421,075)

396,168 260,139 194,780 313,312 446,306

Equity attributable to owners of ADRHEAR AEE#ER

the Company 395,410 255,063 189,498 168,254 283,611
Share option reserve of a subsidiary —RMBARzERERE 758 = = = -
Non-controlling interests Eu e - 5,076 5282 155,058 162,695
396,168 260,139 194,780 313,312 446,306
Note: Certain comparative amounts of sales and purchases rebates izt Bz S NE+—_A=+—HItEEZETF
have been reclassified among revenue, cost of sales and selling AL E S RE BRI RECEFHES
and distribution costs for the year ended 31st December, 2009. W HERAEGER DR A - HRES
There was no reclassification for the years ended 31st December, DEBE—FEN\E  —EBLER-TEN
2008, 2007 and 2006 as the directors are of the opinion that the F+-—A=-+—HIEENEFSESEMT

amounts for reclassification were insignificant for these years. B EANZEEEN BT EST DA
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