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Chairman’s Statement

F R B

I present the results and operations of Zhuguang Holdings Group Company
Limited (the “Company”) and its subsidiaries (collectively, the “Group”) for
the year ended 31 December 2011.

RESULTS

The audited consolidated profit attributable to the owners of the Company
for the year ended 31 December 2011 was approximately HK$16,659,000
and the basic earnings per share was HK$0.68 cents, as compared to the
consolidated profit of approximately HK$5,141,000 and basic earnings per
share of HK$0.23 cents for 2010.

NET ASSET VALUE

The consolidated net asset value per share attributable to the owners of the
Company as at 31 December 2011 was approximately HK$0.44 based on
2,468,820,000 shares in issue, as compared to approximately HK$0.40 per
share for 2010.

BUSINESS REVIEW
Property Investment

The Group’s major property investment is certain floors in Royal Mediterranean
Hotel, with a total gross floor area of approximately 34,592 square meters, which
is located at No. 518 Tianhe Road, Tianhe District, Guangzhou, the People’s
Republic of China (the “PRC”). Such investment has generated a recurring gross

rental income of approximately RMB5,600,000 per month.
Property Development

During the year, the Company continued to actively acquire prime land
parcels and projects so as to expand the core business of the Group provided
that the Group could balance between environment and the trend of property

market, the development capacity and the quality of new projects.

The Group has evolved the property development project of Pearl Nansha
Scenic (“Nansha Scenic”) as scheduled, which is located at Jinzhou Main
Street, Nansha District, Guangzhou, the PRC. Pre-sale of Nansha Scenic Phase
IT was launched in the fourth quarter of 2011 and the result of pre-sale was
satisfactory. The main construction of the project had been completed. The
development of the final stage supporting facilities of the project is currently
under construction. It is estimated that Nansha Scenic Phase I and Phase IT
will be completed for occupation at the end of 2012 and in the third quarter
of 2013 respectively.
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In addition to the development project of Nansha Scenic, the Group
completed the acquisition of the development project on a parcel of land at
Lot A2-1, Zhujiang New Town, Tianhe District, Guangzhou, the PRC in
September 2011, as the Group’s another property development project. This
project situates in Zhujiang New Town, the most major business district in
Guangzhou with a site area of approximately 10,449 square meters and a
total gross floor area of approximately 130,916 square meters. The project is
expected to be a commercial project which includes commercial podium,
first grade office building and underground car park. It is estimated that the
project would bring significant profit contribution to the Group since good
quality commercial premises in such prime location are always in great

demand.

PROSPECT AND OUTLOOK

Amid a volatile and slowing economic environment abroad, it is expected
that foreign trade will continue to pose downside risk to China this year.
When economic growth is slowing, inflation is under control and the
development of the property sector has become more rational, it is believed
that the stringent tightening measures property markets will gradually be
eased and the market environment will return to normal. The Group will
follow the market conditions closely so as to master changes in the market
and capture investment opportunities, as well as take full advantage of its
extensive experiences in property market and its excellent management team.
The Group will continue to identify prime land parcels and projects and

wait for an opportunity to expand its core business property.

The Group will continue to firmly follow the philosophy of a brand operation
in order to improve the elite image of the Group’s brand. The Group will
implement the brand policies for every segment, so that each project will
become an elite and a model and the Group’s competitive advantages in the

property market will be strengthened.

Furthermore, the Group will also strive to expedite the development of its
business and will consider expanding its development scale through joint

venture cooperation and mergers and acquisitions.

APPRECIATION

On behalf of the Board, I would like to thank our shareholders for their
continued support to the Group and the dedicated management and staff

for their valuable contributions during the year.

Liao Tengjia

Chairman

Hong Kong, 27 March 2012
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Management Discussion and Analysis

M‘@J@ wl i B 23 A

—_—
— =]

/

/

L]

E}

LB - R S R S S A

"
i I N O O R R T R e B B o oo e e oy

6 Zhuguang Holdings Group Company Limited Annual Report 2011



Management Discussion and Analysis
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BUSINESS REVIEW

The Group is principally engaged in property development, property

investment and property rental activities in the PRC.

In 2011, the global economic situation was complicated and diversified. The
economic stimulus policy implemented by major economies brought risks
of asset bubbles and raising inflation in emerging countries. For this, Chinese
government moderately adjusted fiscal and monetary policies. Through rising
bank deposit reserve ratio and interest rate, the Chinese government gradually
and effectively controlled the currency liquidity and inflation pressure to
ensure a stable and rapid economic development. The growth rate of Chinese
economy in 2011 will still reach to 9.2%. Under the competitive market
environment, the Group adhered to the principle of pragmatism and good
faith, and adjusted the pace of project development timely to make progress

while ensuring stability.

During the year under review, the major investment property of the Group
was the holding of certain floors in Royal Mediterranean Hotel, and its
property under development was Pear]l Nansha Scenic project. In addition,
after complete acquisition of all interests of Cheng Chang Holdings Limited
(“Cheng Chang”), which indirectly holds 80% equity interest of Guangdong
Hailian Building Co., Ltd.* (“Guangdong Hailian”), which has a development
project in Zhujiang New Town, Tianhe District, Guangzhou, the PRC.

* English name is translated for identification purpose only.
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Management Discussion and Analysis
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BUSINESS REVIEW (continued)
Property Investment

In March 2011, the Group has completed the acquisition of certain floors in
Royal Mediterranean Hotel with a total gross floor area of approximately
5,964 square meters, which is located at No.518 Tianhe Road, Tianhe District,
Guangzhou, the PRC. Together with the Group’s holding of existing floors,
the Group total holding of the investment property in the hotel amounted
to gross floor area of approximately 34,592 square meters as at 31 December

2011. Such investment generates a recurring monthly rental income to the

Group of approximately RMB5,600,000. The total rental income for the year
was approximately HK$57,899,000.

3085 Wl B )
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JEE M T R 0T 68 R 9] (8% 51 8% b v 7 [ R G ) 4
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AWK E RS WAL AR
5,600,00070 » &4 F B & U A%
57,899,000 JC °

Property Development

During 2011, the Group’s core property development project was Pearl
Nansha Scenic (“Nansha Scenic”), which is located at Jinzhou Main Street,
Nansha District, Guangzhou, the PRC. Pre-sale of Nansha Scenic Phase II
was launched in the fourth quarter of 2011 and the result of pre-sale was
satisfactory. The main construction of the project had been completed. The
development of the final stage supporting facilities of the project is currently
under construction. It is estimated that Nansha Scenic Phase I and Phase II
will be completed for occupation at the end of 2012 and in third quarter of

2013 respectively.

8 Zhuguang Holdings Group Company Limited
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BUSINESS REVIEW (continued)
Property Development (continued)

In addition, the Group’s another property development was a development
project on a parcel of land at Lot A2-1, Zhujiang New Town, Tianhe District,
Guangzhou, the PRC. As announced on 5 September 2011, the Group had
completed the acquisition of the entire issued share capital of Cheng Chang
which owns 100% shareholding interest in Fully Wise Investment Limited
(“Fully Wise”). Fully Wise owns 80% shareholding interest in Guangdong
Hailian, which in turn owns the entire interest in the development project.
The project is expected to be a commercial project which situates in Zhujiang
New Town, the most major business district in Guangzhou with a site area
of approximately 10,449 square meters. According to the construction design,
the project will comprise primarily two high-rise first grade 34-storey
commercial building including a 5-storey commercial podium and a 29-
storey office building. There is also a 3-storey underground car park of
approximately 23,820 square meters, with a total gross floor area of
approximately 130,916 square meters. It is estimated that the project would
bring significant profit contribution to the Group since good quality

commercial premises in such prime location are always in great demand.

Management Discussion and Analysis
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Management Discussion and Analysis
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BUSINESS PROSPECT

In January 2012, the Group entered into the Sale and Purchase agreement
with Mr. Chu Hing Tsung, an executive director of the Company pursuant
to which the Group has conditionally agreed to acquire the entire issued
share capital of Profaith International Holdings Limited (“Profaith
International”) and the shareholder’s loan for an aggregate consideration of
RMB354,500,000 (equivalent to HK$437,453,000) which should be satisfied
by the allotment and issue of 437,453,000 new ordinary shares of the
Company. Profaith International indirectly holds 100% interests of Donggang
Hezhong Property Co., Limited* (“DGHZ”), which owns the entire interest
in a development project located adjacent to Provincial Highway S355 line
at Jie Kou Street, Conghua, Guangzhou, the PRC. As at the date of this

announcement, the acquisition was not yet completed.

Overall, the China property market in 2012 presents both challenges and
opportunities. Though there have recently been slight signs of relaxation of
the tightening measures for the property market, the tough restrictive policies
from the central government will likely remain in place for some time. Before
the easing of the restrictive policies on purchases and mortgages, the Group
will closely monitor the risks and opportunities triggered by any change in
the market environment and will implement appropriate response measures

in a timely and effective manner.

Looking at the year ahead, the Group will actively increase financial resources
and seize investment opportunities including the acquisition of prime land parcels
through various channels. Maintaining suitable precautions against risk, the
Group will actively seek market opportunities to ensure sustainable growth even
in times of uncertainty. As the rapid ongoing urbanization will continue to drive
the property market in China for some time, the Group is still fully confident

about the long-term development of the Mainland China property market.
The Group will stick to a development model focused on mid-range to high-
end products that aims to maximize profit for the Group with its focus on

products and brand, so as to enhance its elite image.

* English name is translated for identification purpose only.
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FINANCIAL REVIEW
Turnover and Segmental Information
Turnover

The Group’s turnover represents rental income generated. Rental income
increased seven times to approximately HK$57,899,000 in 2011 (2010:
approximately HK$7,855,000). The increase in rental income was attributable
to the commencement of lease of the investment properties in the Royal
Mediterranean Hotel following the acquisitions of certain investment

properties in December 2010 and March 2011.
Gross profit

Gross profit increased significantly to approximately HK$57,899,000 in 2011
(2010: approximately HK$4,774,000). The increase was mainly due to the
rapid growth in rental income and the effective control on rental outgoings

during the year.
Other income

Other income increased to approximately HK$6,922,000 in 2011 (2010:
approximately HK$3,097,000), mainly due to exchange gain as a result of

the appreciation of Renminbi.
Fair value gains on investment properties

Fair value gains on investment properties increased by 67% to approximately
HK$41,719,000 in 2011 (2010: approximately HK$24,920,000). This was
mainly attributable to the increase in gross floor area of the Group’s
investment properties in Royal Mediterranean Hotel and the appreciation

of market value.
Selling and marketing expenses

During the year, selling and marketing expenses amounted to approximately
HK$3,796,000 (2010: approximately HK$6,765,000). This was due to the
drop in promotion expenses in Nansha Scenic which was caused by the

decrease in pre-sales of the development properties.

Administrative expenses

Administrative expenses increased by 44% to approximately HK$23,008,000
in 2011 (2010: approximately HK$16,031,000). This was mainly attributed

to more professional fees were incurred for the acquisition of Cheng Chang

and a series of financing activities that took place during the year.
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Management Discussion and Analysis
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FINANCIAL REVIEW (continued)

Turnover and Segmental Information (continued)

Profit before tax

The Group recorded a profit before tax of approximately HK$18,225,000 in
2011 (2010: approximately HK$8,460,000).

Income tax

Income tax increased to approximately HK$10,267,000 in 2011 (2010:
approximately HK$3,319,000), primarily attributable to the increase in
deferred tax and income tax on rental income from the investment properties
in Royal Mediterranean Hotel.

Liquidity and Capital Resources

Cash position

As at 31 December 2011, the Group’s bank and cash balances amounted to

approximately HK$393,830,000 (31 December 2010: HK$17,733,000).

Borrowings, charges on group assets and gearing ratio

I 5 ol B 0
BEBEE»BEH @

BB iy Jak A

7 AE A*?QQE%”H%WWI&%U%
18,225,000 70 (=& —Z4F © %)8,460,0005
Jo)

Pr i 8t

TR IS B IN E 410,267,000 70
(CF—F4F 1 £)3,319,000%00) - %8 EEEH
i 058 S 30 T e e v R PG s 45 ) S 2 A4
WA T A 22 T A ol 14 o i 2K

U 1 2 B B A
B &K

WoE——ETF T H=—H o REEZ T
T B4 45 65:49393,830,0000 0T (& — T4+
“HAZ=+—H :17,733,000%# 50) °

15 68 ~ S I 2 A B B 7R A6 B

The Group’s bank and other borrowings comprise the following: A AR B Y SR AT B A SRS AR 4508
2011 2010
e S S “E T
HKS$’000 HK$’000
TG TH5 7T
Bank loans - secured AT — A7 4K 317,679 81,199
Senior Notes - secured {"E%ﬁﬁ?ﬁ — A 468,974 —
786,653 81,199
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FINANCIAL REVIEW (continued)
Liquidity and Capital Resources (continued)
Bank loans

As at 31 December 2011, the bank loans were secured by the following:

(i) all the Group’s investment properties (2010: nil);

(ii) the Group’s pledged bank deposits of approximately HK$15,412,000
(2010: HK$47,007,000);

(iii)  charge over the entire issued share capital of the Company’s
subsidiaries, Big Wisdom Limited, Diamond Crown Limited,
Graceful Link Limited, Light-Up Investments Limited and
Speedy Full Limited (2010: nil); and

(iv)  assignment of all rental income from the Group’s investment

properties (2010: nil).
Senior Notes

Pursuant to an investment agreement dated 6 December 2011, a wholly-
owned subsidiary of the Company, Zhuguang Group Limited (“ZGL”) issued
secured and guaranteed senior notes in an aggregate principal amount of
HK$500 million (the “Senior Notes”) to Silver Prosper (BVI) Investments
Limited (“Silver Prosper”) on 21 December 2011. The Senior Notes are
interest-bearing at 15% per annum calculated by reference to the principal
amount thereof and interests are payable by seven instalments in March 2012,
June 2012, December 2012, June 2013, December 2013, June 2014 and
December 2014.

The Senior Notes shall be redeemed on the earlier of (i) 21 December 2014
and (ii) the date falling on the 30th day after the date on which the certificate
of completion in respect of all the units making up the sale of 80% of the
total saleable gross floor area in the completed development project of
Guangdong Hailian (the “Sale”) has been issued and notification of delivery
of each of such units has been delivered by Guangdong Hailian to the
respective purchaser in the Sale. ZGL is allowed to early redeem the Senior
Notes subject to the terms specified in the Notes Instrument dated 21
December 2011.
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FINANCIAL REVIEW (continued)

Liquidity and Capital Resources (continued)

Senior Notes (continued)

The Senior Notes are secured and guaranteed by:

(i)

(i)

(iii)

(iv)

a second fixed charge over the entire issued share capital of ZGL,
Cheng Chang and Fully Wise and the related rights;

80% equity interests in Guangdong Hailian;

security assignment of all of the rights and interests in respect of

certain intra-group loans; and

guarantee executed by the Company’s director, Mr. Chu Hing Tsung
(alias Mr. Zhu Qing Yi).

The gearing ratio as at 31 December 2011, expressed as total borrowings
over the total equity was 63% (31 December 2010: 9%).

CONTINGENT LIABILITIES

(a)

14

The Group provided guarantees in respect of mortgage facilities

granted by certain banks in connection with the mortgage loans
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entered into by purchasers of the Group’s properties as follows: R A T B R
2011 2010
e S
HKS$’000 HK$°000
T#x T#T

Guarantees given to banks for mortgage WL Tyl 2 A 1 i E

facilities utilised by purchasers ] SR AT 2 AL f) 169,253 59,483
Pursuant to the terms of the guarantees, if there are any defaults on HRABE R Z Ak > W48 s BUE LI I » A4

the mortgages, the Group is responsible to repay the outstanding
mortgage principals together with accrued interest and penalty owed
by the defaulting purchasers to banks. The Group is then entitled to
take over the legal title and possession of the related properties. The
guarantees shall be released upon the purchasers’ property ownership

certificates were issued and in the custody of the banks.

At the reporting date, the directors do not consider it probable that a

claim will be made against the Group under the above guarantees.

The fair value of the guarantees at date of inception is not material

and is not recognised in the financial statements.

Zhuguang Holdings Group Company Limited

@ﬁﬁﬁ@@&%aﬁ b ERAT 2 R
AR G ) R RIS S Bk o AR I 2 AR A M
BRI 2L 12w SEHE I HE o A BB ORI
i B W ) 2 T b RE RS A A I SR AT T4
5 MEBR o

TAAEFH - R L AR I R 45 DR T T B
RN E AR -

A BAPE BRI AR H 2 APHEIE AN E R > I
Slf: 48 7 B S R TERD, o

Annual Report 2011



CONTINGENT LIABILITIES (continued)

b) Pursuant to a Subscription and Shareholders Agreement dated 6
December 2011 (the “Subscription Agreement”), Silver Prosper
conditionally agreed to subscribe for 45 ordinary shares of US$1 each
in Cheng Chang, representing 45% of the enlarged issued share capital
of Cheng Chang at a subscription price of HK$280 million (the
“Subscription”). The Company’s director, Mr. Chu Hing Tsung (alias
Mr. Zhu Qing Yi) has provided guarantee to Silver Prosper for the
punctual performance by the Group of all its obligations under the
Subscription Agreement. Up to the date of these financial statements,

the Subscription is still in progress.

In consideration of Silver Prosper agreeing to complete the
Subscription and the subscription of the Senior Notes, on 20
December 2011, the Group and Mr. Chu Hing Tsung (alias Mr. Zhu
Qing Yi) entered into a deed of indemnity (the “Deed”) to indemnify
Silver Prosper and other indemnified parties from and against any
losses and damages may suffer in relation to (i) Fully Wise’s non-
compliance with applicable laws and regulations and other
irregularities and (ii) certain liabilities owed by Guangdong Hailian

as set out in the Deed.

As at the reporting date, the directors do not consider it probable

that a claim will be made against the Group under the Deed.

FOREIGN EXCHANGE RATE

The Group conducts its business almost exclusively in Renminbi (“RMB”)
except that certain borrowings are in Hong Kong dollar (“HK$”). The
conversion of RMB into HK$ or other foreign currencies has been based on
the rates set by the People’s Bank of China. The value of RMB against the
HKS$ and other foreign currencies may fluctuate and is affected by factors
such as changes in the PRC’s political and economic conditions. The Group
has not adopted any financial instruments for hedging purposes. However,
the Group will constantly assess the foreign exchange risk it encounters so
as to decide the hedging policy required against the possible foreign exchange

risk that may arise.

STAFF AND REMUNERATION POLICIES

The Group had approximately 50 employees in Hong Kong and the PRC as
at 31 December 2011 (31 December 2010: 40). They are remunerated
according to their respective job nature, market conditions, individual

performance and qualifications. Other staff benefits include year end bonus.

PROFESSIONAL TAX ADVICE
RECOMMENDED

If the shareholders of the Company are unsure about the tax implications of
purchasing, holding, disposing of, dealing in, or the exercise of any rights in

relation to, the shares of the Company, they are advised to consult an expert.
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Biography of Directors and Senior Management
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The Board currently comprises seven directors, four of whom are executive

directors and three of whom are independent non-executive directors.

EXECUTIVE DIRECTORS

Mr. Liao Tengjia, aged 48, has been the Chairman and an executive director
of the Company since September 2009. Mr. Liao is a shareholder and sole
director of Rong De Investments Limited, a substantial shareholder of the
Company. He has over 10 years’ management experience in the property

development industry in the PRC.

Mr. Chu Hing Tsung (alias Zhu Qing Yi), aged 42, has been an executive
director and the Chief Executive Officer of the Company since September
2009. In February 2010, he was appointed as the Deputy Chairman of the
Company. Mr. Chu has over 10 years’ extensive experience in corporate
management and property development in the PRC. He is the younger

brother of Mr. Chu Muk Chi, an executive director of the Company.

Mr. Chu Muk Chi (alias Zhu La Yi), aged 54, has been an executive director
of the Company since September 2009. Mr. Chu is a shareholder of Rong De
Investments Limited, a substantial shareholder of the Company. He obtained
a Bachelor’s Degree in Medicine from Guangzhou College of Traditional
Chinese Medicine (now known as Guangzhou University of Traditional
Chinese Medicine). Mr. Chu has over 10 years’ extensive experience in
corporate management, Chinese medicine and property development in the
PRC. He is the elder brother of Mr. Chu Hing Tsung, the Deputy Chairman,

the Chief Executive Officer and an executive director of the Company.

Mr. Huang Jia Jue, aged 41, has been an executive director and the Chief
Financial Officer of the Company since September 2009. Mr. Huang obtained
a Master’s Degree in Business Administration from Sun Yat-Sen University
in the PRC. He has over 10 years’ financial management experience in the

property development industry in the PRC.

16 Zhuguang Holdings Group Company Limited

HERGH b LA ERAN > WA TER L=
LWL AT R

AT

B ESE - 485K - H - EZNFEILA B
ARFEFERPTEDS - BEREBARFER
FE A R AL E A PR T 2 R R ME—FE o
TP H B ) S B FR AT S A A 1 04F 2 T LA B

KBRS SE e (LA RBETEE) » 28 A%
TV ILA AR AL R BT 3 2 AT BUR
B M F-FE_ABRER/RARFR E
i o RSEAAARZEE I - vh B 2L 88 R Uy T B
Aim104 2 BE A - WAARFBATESRR
IRZ R -

RIRZFete (LA RN > 540 > A%
FIAENABBEALFRATES « REER
AR R FE R S B A PR R 2 R
FiA BN b B0 (BURR BN v B 2B AR
BB o ARIEERAEFEER ~ hEE K h YY)
SR IRTT B A @104 2 R AEE o AL
R AT BRREGRAT R R B e 2
Jf i o

WAERSEE > 4K > H - ETFESLA B
AN FIATE A B AR o B R R T
Hh L B TR A B B A © R P A 2 R
JEAT SERA 104 2 B8 BLAC B,

Annual Report 2011



Biography of Directors and Senior Management

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Leung Wo Ping Jjp, aged 68, has been an independent non-executive
director of the Company since October 2009. Mr. Leung is a certified public
accountant with extensive experience in Hong Kong tax and international
tax planning for 30 years. Currently, he is an advisor to Crowe Horwath (HK)
CPA Limited. Mr. Leung is a Fellow of The Institute of Chartered Accountants
in England and Wales, The Hong Kong Institute of Certified Public
Accountants and The Hong Kong Institute of Directors. Mr. Leung is also an
independent non-executive director of Heng Xin China Holdings Limited
(stock code: 8046), which is listed on the Growth Enterprise Market of the
Stock Exchange of Hong Kong Limited and a Councillor of the New
Territories Heung Yee Kuk. He also serves as members of various boards and
committees, including the Hospital Authority’s Hospital Governing
Committee of Tai Po Hospital, United Christian Nethersole Community
Health Service Management Committee and the Human Organ Transplant
Board. He was a District Advisor to the Hong Kong Branch of Xinhua News
Agency before 1997. He was also appointed as a Justice of the Peace by the
Government of the Hong Kong Special Administrative Region in 2000.

Dr. Zhang Jianqi, aged 55, has been an independent non-executive director
of the Company since October 2009. He completed a course in industrial
enterprise management at Xian Foundation University in 1981, which now
merged with Xian University of Finance and Economics. Dr. Zhang obtained
a master degree in engineering at Xian Jiaotong University in 1993. He further
received a PhD in management at the same university in 1998. He has over
23 years of experience in tertiary education. He qualified as a lecturer in
1987 and an associate professor in 1994 in business management. Since 2002,
he has been holding the office of professor in strategic management at
Lingnan (University) College, Sun Yat-Sen University and later as a supervisor
of PhD candidates at the same University in 2003. He is also a committee
member of the Guangdong Committee of the Chinese People’s Political
Consultative Conference. Since 2008, Dr. Zhang is the independent non-
executive director of Foshan Nationstar Optoelectronics Co. Ltd. (002449.SZ)
and Guangdong Alpha Animation and Culture Company Limited
(002292.5SZ), both listed on the Shenzhen Stock Exchange. He is also an
independent non-executive director of Kingworld Medicines Group Limited
(stock code: 1110), a company listed on the main board of the Stock Exchange
of Hong Kong Limited.
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Biography of Directors and Senior Management
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Dr. Liang Tongying, aged 50, has been an independent non-executive director
of the Company since October 2011. He obtained his bachelor’s degree in
economics from Jiangxi Institute of Finance and Economics (now known as
Jiangxi University of Finance and Economics) in 1982. He obtained a master’s
degree in economics at Nanjing University in 1988 and received a doctorate
degree in engineering from South China University of Technology in 2004.
He is also a member of the Chinese Institute of Certified Public Accountants.
Dr. Liang has nearly thirty years of teaching experience in universities and is
mainly engaged in teaching, research and consultancy in the areas of finance,
accounting and financial management. He was the deputy director of the
Institute of Economic Research and the director of Financial Management
Department in South China University of Technology. He is currently a
professor and a PhD student supervisor in the School of Business
Administration of South China University of Technology. Dr. Liang is an
independent director of Foshan Nationstar Optoelectronics Co. Ltd.
(002449.5Z); Guangzhou Echom Science & Technology Co. Ltd. (002420.5Z)
and Guangdong Adverting Co., Ltd. (002400.SZ) which are all listed on the
Shenzhen Stock Exchange.

SENIOR MANAGEMENT

The four directors of the Company holding executive offices above are directly
responsible for the various business of the Group. They are regarded as the

members of the senior management of the Group.
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CORPORATE GOVERNANCE REPORT

We are committed to maintaining a high standard of corporate governance.
We firmly believe that a good, solid and sensible framework of corporate
governance will enhance the Company to run its business in the best interest

of its shareholders as a whole.

CODE ON CORPORATE GOVERNANCE
PRACTICE

In the opinion of the directors, the Company has complied with all the code
provisions (except code provisions A.4.2) of the Code on Corporate
Governance Practices 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”) throughout the year ended 31 December 2011.

Under code provision A.4.2, every director should be subject to retirement
by rotation at least once every three years. According to the Bye-laws of the
Company, the Chairman of the Board of the Company shall not be subject
to retirement by rotation or taken into account in determining the number
of directors to retire. As continuation is a key factor to the successful long
term implementation of business plans, the Board believes that the roles of
the Chairman provide the Group with strong and consistent leadership and
allow more effective planning and execution of long-term business strategy.
As such, the Board is of the view that the Chairman of the Board should not

be subject to retirement by rotation.

THE CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

Code provision A.2.1 stipulates that the roles of Chairman and Chief
Executive Officer should be separate and should not be performed by the
same individual. Mr. Liao Tengjia and Mr. Chu Hing Tsung (alias Mr. Zhu
Qing Yi) have been appointed as the Chairman and Chief Executive Officer
of the Company respectively. The Chairman is responsible for providing
leadership in the Board to set policies and achieve the Group’s goals. The
Chief Executive Officer is responsible for coordinating and managing the
Group’s business and operations, implementing the strategies laid down by
the Board. The Board considers that such arrangements enable the Group to

operate more effectively and ensure a balance of power and authority.
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CORPORATE GOVERNANCE REPORT
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MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Group adopted the Model Code for Securities Transactions by directors
(the “Code”) as contained in Appendix 10 of the Listing Rules. Special enquiry
has been made of all directors, and all directors have confirmed that they
have complied with the required standards set out in the Code for the year
ended 31 December 2011.

BOARD OF DIRECTORS
Board composition:

Executive directors:

Mr. Liao Tengjia (Chairman)

Mr. Chu Hing Tsung (alias Mr. Zhu Qing Yi)
(Deputy Chairman and Chief Executive Officer)

Mr. Chu Muk Chi (alias Mr. Zhu La Yi)

Mr. Huang Jia Jue

Independent non-executive directors:

Mr. Leung Wo Ping jp

Dr. Zhang Jianqi

Dr. Liang Tongying (Appointed on 28 October 2011)
Dr. Zhou Chunsheng (Resigned on 28 October 2011)

Biographical details of the directors are set out in the section headed
“BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT?” of this
Annual Report.

Pursuant to Rule 3.10 of the Listing Rules, every listed issuer is required to
have at least three independent non-executive directors, at least one of whom
must have appropriate professional qualifications, or accounting or related
financial management expertise. The Company, with three independent non-
executive directors, which represented more than one-third of the total Board
members; with one of them has appropriate professional qualifications in
accounting or related financial management expertise, is complied with Rule
3.10 of the Listing Rules.
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Code Provision A.4.1 stipulates that non-executive directors should be
appointed for a specific term, subject to re-election. Each of the independent
non-executive directors of the Company was appointed for a term of two

years and should be subject to re-election.

The Company has received from each of the independent non-executive
directors an annual confirmation of his independence pursuant to Rule 3.13
of the Listing Rules. The Company considers all of the independent non-

executive directors to be independent.

The principal functions of the Board are to consider and approve the
strategies, financial objectives, annual budget, investment proposals, and
assume the responsibilities of corporate governance of the Company. The
day-to-day operations of the Group are delegated to the management of the
Group.

The Board met seven times in 2011 and the individual attendance of each

CORPORATE GOVERNANCE REPORT
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Board member in these meetings is as follows: (X ok AR 8 T I
Notes Attendance
Bt 5E HIY S
Executive Directors AT H I
Mr. Liao Tengjia B A% S 2k 6/7
Mr. Chu Hing Tsung KBRS SEAE 2/7
Mr. Chu Muk Chi Rikz et 2/7
Mr. Huang Jia Jue wAEEEA 717
Independent Non-Executive Directors B r AT 0 I
Mr. Leung Wo Ping jp BRIV SE A pam 6/7
Dr. Zhang Jianqi R E 5/7
Dr. Liang Tongying 2 S (i) 2/7
Dr. Zhou Chunsheng J& B (i) 0/7
Notes: [t 5t -

(i) Appointed on 28 October 2011.

(i) Resigned on 28 October 2011.
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The Company has audit committee, remuneration committee and

nomination committee with details presented below.

AUDIT COMMITTEE

The Company established an audit committee in 1999 with written terms of
reference in compliance with the Listing Rules. Its current members include
three independent non-executive directors, who are Mr. Leung Wo Ping Jp,

Dr. Zhang Jianqi and Dr. Liang Tongying.

The audit committee is to make recommendation to the Board on the
appointment, re-appointment and removal of the external auditor and any
questions of resignation or dismissal, their audit fees, matters relating to the
independence of the external auditor; to meet with the external auditor to
discuss the nature and scope of the audit, and matters of concern when
requested to do so by the external auditor; to review the interim financial
report and annual financial statements before they are submitted to the
Board; to discuss problems and reservations arising from the interim review
and final audit; any other matters the external auditor may wish to discuss,
to review the external auditor’s management letter and management’s
response; and to consider any findings of major investigations of internal
control matters as delegated by the Board on its own initiative and

management’s response.

The audit committee met twice in 2011. Individual attendance of each

committee member is set out as below:
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o i B % A 2 M A (B A A S i 2
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IS0 B 2 PR A S B 2 [ M 5 % e o
FEIEIR i H BT 2 AR AR S
J& 2 a1 JE

FEUERAEE _F - FHRITMRELZR
gk - BB Z B GHL KT

Notes Attendance
Bt 5E HiY RS
Mr. Leung Wo Ping jp (Chairman) BN SeE oram (E ) 2/2
Dr. Zhang Jianqi SRR 2/2
Dr. Liang Tongying 2 S (i) 0/2
Dr. Zhou Chunsheng JEA A (ii) 0/2

Notes:
(i) Appointed on 28 October 2011.

(i) Resigned on 28 October 2011.

To fulfil its responsibilities, the audit committee has met with the external
auditor to discuss the general scope of their audit work and has reviewed
the Group’s unaudited interim results for the period ended 30 June 2011
and annual audited results for the year ended 31 December 2011 and was of
the opinion that the preparation of such results complied with the applicable
accounting standards and requirements and that adequate disclosure have

been made.
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CORPORATE GOVERNANCE REPORT

REMUNERATION COMMITTEE

The Company established a remuneration committee in September 2005 with
written terms of reference in compliance with the Listing Rules. It comprises
an executive director, Mr. Huang Jia Jue and two independent non-executive

directors, Dr. Zhang Jianqi and Dr. Liang Tongying.

The remuneration committee is responsible for formulating and
recommending remuneration policy to the Board and determining the
remuneration of directors and members of senior management in accordance
with their duties and market conditions, as well as reviewing and making
recommendations on the Group’s bonus structure, provident fund and other

compensation-related issues.

The remuneration committee met once in 2011. Individual attendance of

each committee member is set out as below:

e :g0E a0

HMZEH T

AR FIR T IAETLA AL MM % A
o BNZE B g 2RI B o JLE
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M Z B e T BT KEREE
Wk o WA A 2 B g dR B

Notes Attendance
Bt 5E HIY R S
Executive Director AT H I
Mr. Huang Jia Jue WAt 1/1
Independent Non-Executive Director B r I B A7
Dr. Zhang Jiangi (Chairman) SR A B () 1/1
Dr. Liang Tongying R+ (i) 0/1
Dr. Zhou Chunsheng JE & (ii) 0/1

Notes:
(i) Appointed on 28 October 2011.

(ii) Resigned on 28 October 2011.

During the meeting, the remuneration committee had discussed and reviewed
the overall remuneration policy and recommended to the Board the salaries
and bonus of the executive directors, the independent non-executive directors

and certain members of senior management.
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NOMINATION COMMITTEE

The Company established a nomination committee in September 2005 with
written terms of reference in compliance with the Listing Rules. It comprises
an executive director, Mr. Huang Jia Jue and two independent non-executive

directors, Dr. Liang Tongying and Mr. Leung Wo Ping Jp.

The nomination committee is responsible for formulating policy and making
recommendations to the Board on nomination, appointment of directors
and members of senior management, and Board succession, develops
selection procedures for candidates, reviews the size, structure and
composition of the Board and assesses the independence of independent

non-executive director.

The nomination committee adopts certain criteria and procedures in the
nomination of new directors. The major criteria include the candidates’
professional background especially their experience in the industry of the
Group’s business; their financial management experience and past track
record with other similar companies; and the recommendations from the
management team and other knowledgeable individuals. The nomination
committee will shortlist the candidates and then submit to the Board for

final approval.

The nomination committee met once in 2011. Individual attendance of each

committee member is set out below:

RHZTHE

ARFR T TAENA R e %% A8
& RAZBG 2B LA o HE
A B EAE T F R BT W S JF
PUATHE S Y BRSPS kop st o

R4 Z B EARHEHRAZ R > DL 3 &
AR BN B2 AR BT AT B AT 2 PR
MERERNEE > IO NEZRT > M
AR 2 NN > ST A M S JE
AT E RN B E -

184 2% BB R T J R I LA ks S Hfi
EHEREA > ARIEEE A ESR RN
BEEW R UHRAEAR L P EAT ER A5
B2 5 T HABTABL 28 W) A 2 B 5 LA B e 1
B W25 LG R IHADA w2 LI HER - 12
PERAEHENRENELE > HRHEFGE
H e HAL I o

RHEZREE T FHET-REAGE
Wk o HA A 2 W g dR B T

Notes Attendance
B 5 IR S
Executive Director AT #
Mr. Huang Jia Jue WAL A 1/1
Independent Non-Executive Director i ok FEH AT 7
Dr. Liang Tongying (Chairman) R BE L () (i) 0/1
Mr. Leung Wo Ping jp BN SE A s+ 1/1
Dr. Zhou Chunsheng RN (ii) 0/1

Notes:
(1) Appointed on 28 October 2011.

(i) Resigned on 28 October 2011.
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During the meeting, the nomination committee had reviewed the structure,
size and composition of the Board, considered the suitability of the
appointment of an independent non-executive director, assessed whether
the independence of independent non-executive directors comply with the
relevant requirements under the Listing Rules, and the suitability of the re-
election of the directors who are subject to retirement and re-election at the

annual general meeting.

INTERNAL CONTROL

The Board has overall responsibility for maintaining sound and effective
internal controls to safeguard the Group’s assets and shareholders’ interest.

The Board conducts regular review of the Group’s internal control system.

The system includes a well-established organizational structure with clearly
defined lines of responsibility and authority, which is designed to safeguard
assets from inappropriate use, maintain proper accounts and ensure
compliance with regulations. Executive management is directly responsible
for implementing the strategy and policies adopted by the Board, and for all

the Group’s activities.

The Board monitored the Group’s progress on corporate governance practices
throughout the year under review. Periodic meetings were held, and circulars
or guidance notes were issued to directors and senior management where

appropriate, to ensure awareness of best corporate governance practice.
The Board assessed the effectiveness of internal controls by considering
reviews performed by the audit committee, executive management and

external auditor. The Board believes that the present internal control system

is adequate and effective.

AUDITOR’S REMUNERATION

During the year, the remuneration paid to the Company’s auditor, RSM

e :g0E a0
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Nelson Wheeler, is set out as follows: AT T 2 B 5 an
Fee paid/payable
[RYCP TER 4]
HK$°000
Nature of services ke 5 4 L Fis oo
Audit services et RS 1,100
Other services HoAl iR 75 720
Total HEt 1,820

e
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DIRECTORS’ RESPONSIBILITY ON THE
FINANCIAL STATEMENTS

The directors of the Company acknowledge their responsibility for preparing
the financial statements for the year ended 31 December 2011, which were
prepared in accordance with statutory requirements and applicable

accounting standards.

The reporting responsibilities of the external auditor on the financial
statements are set out in the “Independent Auditor’s Report” on pages 36 to
37.

DIRECTORS’ LIABILITY INSURANCE COVER

Appropriate directors’ liability insurance cover has been arranged to
indemnify the directors of the Company for liabilities arising out of corporate
activities. The coverage and the sum insured under the policy are to be

reviewed regularly.

INVESTOR RELATIONS

To foster effective communications, the Company shall provide extensive
information in its annual report, interim report and announcements and
also disseminates information relating the Company and its business to the

public in time through its website.
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The directors herein submit their report together with the audited
consolidated financial statements of the Group for the year ended 31
December 2011.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its

principal subsidiaries are set out in note 42 to the financial statements.

SEGMENT INFORMATION

An analysis of the performance of the Group by principal activities is set out

in note 9 to the financial statements.

DIVIDENDS

The directors do not recommend the payment of any dividend in respect of
the year (2010: Nil).

FIVE-YEAR FINANCIAL SUMMARY

A five year financial summary of the Group is set out on page 114.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2011 and the state
of affairs of the Group are set out in the financial statements on pages 38 to

113 respectively.

RESERVES

Movements in reserves of the Group during the year is set out in the financial

statements on page 41.

DISTRIBUTABLE RESERVES OF THE
COMPANY

As at 31 December 2011, the Company’s reserves available for distribution,
computed in accordance with the Companies Act 1981 of Bermuda (as
amended), amounted to approximately HK$736,391,000 (2010: Nil).

DONATIONS

No donations were made to charities by the Group during the year (2010:
Nil).
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PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment of the Group during the year

is set out in note 18 to the financial statements.

INVESTMENT PROPERTIES

Movements in investment properties of the Group during the year are set
out in note 19 to the financial statements. Particulars of investment properties

of the Group are set out on page 115.

PROPERTIES UNDER DEVELOPMENT

Movements in properties under development of the Group during the year
are set out in note 21 to the financial statements. Particulars of properties

under development of the Group are set out on pages 115 to 116.

SHARE CAPITAL

Details of share capital of the Company are set out in note 34 to the financial

statements.

BORROWINGS

Particulars of the bank loans and other borrowings of the Group as at
31 December 2011 are set out in note 30 to the financial statements.
Particulars of the finance lease payables of the Group as at 31 December

2011 are set out in note 31 to the financial statements.

INTEREST CAPITALISED

Interest capitalised by the Group during the year amounted to approximately
HK$1,299,000 (2010: HK$2,851,000). Details of which are set out in note 11

to the financial statements.

RETIREMENT BENEFITS SCHEME

The Group contributes to defined contribution retirement schemes which

are available to all employees.

EVENTS AFTER THE REPORTING PERIOD

Details of the events after the reporting period are set out in note 43 to the

financial statements.
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MAJOR CUSTOMERS AND SUPPLIERS

The information of turnover and purchases attributable to the major

customers and suppliers of the Group for the year is as follows:

DIRECTORS’ REPORT
oW

FRE P RO

A BT A 7 P AR 4 B A A AR [
BRI

2011 2011 2010
S e
% %
Turnover #i
The largest customer HRKEF 100 47
Five largest customers in aggregate TR F 5 100 100
Purchases TR Mg
The largest supplier e KA E 30 80
Five largest suppliers in aggregate TR A i A 64 90

None of the directors and their associates or any shareholder (who to the
best knowledge of the directors, own more than 5% of the Company’s share
capital) had interest in the above customers and suppliers at any time during

the year.

DIRECTORS

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

Liao Tengjia

Chu Hing Tsung

Chu Muk Chi

Huang Jia Jue

Leung Wo Ping *

Zhang Jianqi *

(Appointed on 28 October 2011)
(Resigned on 28 October 2011)

Liang Tongying *
Zhou Chunsheng *

* Independent non-executive director

Mr. Chu Muk Chi and Dr. Zhang Jianqi will retire from office by rotation at
the forthcoming annual general meeting in accordance with Bye-Laws No.87

of the Company and being eligible, will offer themselves for re-election.
Dr. Liang Tongying will retire from office at the forthcoming annual general

meeting in accordance with Bye-Laws No. 86 of the Company. Dr. Liang has

indicated to the Company that he will not offer himself for re-election.
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DIRECTORS’ SERVICE CONTRACTS

None of the directors 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 within one year without payment of

compensation other than statutory compensation.

DIRECTORS’ INTERESTS IN SHARES

As at 31 December 2011, save as disclosed in the section headed “Substantial
Shareholders” in this directors’ report, none of the directors and chief
executive of the Company had, under Part XV of the Securities and Futures
Ordinance, nor were they taken to or deemed to have under such provisions
of the Securities and Futures Ordinance, any interests in the shares of the
Company or any associated corporation (within the meaning of Part XV of
the Securities and Futures Ordinance) or any interests which are required to
be entered into the register kept by the Company pursuant to section 352 of
the Securities and Futures Ordinance or any interests which are required to
be notified to the Company and The Stock Exchange of Hong Kong Limited
pursuant to the Model Code for Securities Transactions by Directors of Listed

Companies in the Listing Rules.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in note 41 to the financial statements, no other contracts
of significance to which the Company or any of its subsidiaries was a party
and in which a director had a material interest subsisted, either directly or

indirectly at any time during the year.

COMPETING INTERESTS

Pursuant to Rule 8.10 of the Listing Rules, during the year and as at
31 December 2011, Mr. Huang Jia Jue, an executive director of the Company,
was also the director of Guangzhou Zhuguang Property Development
Company Limited* (“Guangzhou Zhuguang Property”). Guangzhou
Zhuguang Property is engaged in the businesses of property development,
investment and property rental in the PRC (the “competing businesses”). As
such, he was regarded as being interested in such competing businesses, which
competed or might compete with the Group. However, as the above director
cannot control the Board, and that a director who has material interest in a
subject matter to be resolved will abstain from voting in the Board meeting
concerned, the interests of the above director in the competing businesses
will not prejudice his capacity as director nor compromise the interests of

the Group and the shareholders.

Other than as disclosed above, none of the directors or any of their respective
associates of the Company were interested in any business apart from the
Company’s business, which competed or was likely to compete, either directly

or indirectly, with the Company’s business.

* English name is translated for identification purposes only
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2011, according to the register of interests kept by the

Company under section 336 of Securities and Futures Ordinance, and so far

as was known to the directors or chief executive of the Company, the

following persons had an interest or short position in the shares or underlying

shares which would fall to be disclosed to the Company under the provisions

of Division 2 and 3 of Part XV of the Securities and Futures Ordinance:

DIRECTORS’ REPORT
oW

F R

R oF A=t REAR R
it 5 N S B 10 55 336 A L 2 M 2 5 T T
N BARHE SR N R R AT B R RS
N TR s A BRI i - 90 2R AR R 7 MO R
A A9 25 XV 3R 25 2 ] 373 WA SC 1) AR 3 W R 2
e i SR

Approximate
percentage

or attributable
percentage of
shareholdings

Name of shareholder Notes Nature of interest Total BMAOBDLE
BRERER B 5 ERME e REEE D
Rong De Investments Limited 1 Beneficial owner 1,302,600,000 (L) 52.76%
(“Rong De”) JEEX DN
PS4 A PR T
(MRl ])
Mr. Chu Muk Chi 2 Interest of a controlled 1,302,600,000 (L) 52.76%
RIRZ et corporation
Y 2 RE AR
Mr. Liao Tengjia 2 Interest of a controlled 1,302,600,000 (L) 52.76%
B £ S AR corporation
Z IV M 2 RE #2
Shoreline China Value [, L.P. 1,3 Beneficial owner/ 535,528,079 (L) 18.83%
(“Shoreline China”) Security interest
B A N i RE £
Shoreline Capital 3 Interest of a controlled 535,528,079 (L) 18.83%
Management, Ltd corporation
(“Shoreline Capital”) 2 A T 2 R A
Ms. Zhang Xiao Lin 3 Interest of a controlled 535,528,079 (L) 18.83%
TRBEI 4+ corporation
Z T 2 RE 42
Mr. Yang Lin Yu 3 Interest of a controlled 535,528,079 (L) 18.83%
B bt S8 2R corporation
Z R M 2 RE 47
Mr. Fanger, Benjamin Warren 3 Interest of a controlled 535,528,079 (L) 18.83%
corporation
R 2 RE AR

e
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Approximate
percentage

or attributable
percentage of
shareholdings

Name of shareholder Notes Nature of interest Total BOBEDLE
RREH Bt 51 s W REEBEDE
Bunstat International 1,4 Beneficial owner/ 300,000,000 (L) 12.15%
Group Limited Security interest
(“Bunstat”) Hamdea AN I HE %=
o a0 ) [ 4 [ PR A W)
([#55])
Mass Acheive International 4 Interest of a controlled 300,000,000 (L) 12.15%
Limited corporation
(“Mass Acheive”) A 2 RE A5
Able Forture Limited 4 Interest of a controlled 300,000,000 (L) 12.15%
(“Able Forture”) corporation
Z VA M 2 RE 47
HSBC International Trustee 4,5 Interest of a controlled 300,100,000 (L) 12.16%
Limited corporation
Z I 2 RE #2
i L T I 5 A 2E A 1,6 Beneficial owner/ 350,000,000 (L) 14.18%
AR Security interest
(A3 Ly i i v 1) Ha A N A 52
(L) Long position (L) 47 &
Notes: R 5
(1) Among the shares owned by Rong De, 465,000,000 shares, 300,000,000 shares, (1) RV 2 B 0 465,000,000 8 -

and 350,000,000 shares have been pledged by Rong De to Shoreline China,
Bunstat and fis L1 TI7 R 5 7.

300,000,000 5% 5% 350,000,000 8% & 17 EL 1 il 7
43 B 1 Shoreline China ~ 3 88 K& 1L 117
e VR 7 o

TS P AR VK 2 S e B R S AR T
2 AT 40% S 609 M 55 - MRIEREF M B 5
Bl s R AeE R B A Y B T S A
2.1,302,600,000/8 & 173 7 4 47 HE 45 o

(2) Rong De is legally and beneficially owned as to 40% by Mr. Chu Muk Chi (2)
and as to 60% by Mr. Liao Tengjia. Mr. Chu and Mr. Liao are deemed to be
interested in the 1,302,600,000 shares beneficially owned by Rong De under
the SFO.
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(5)

(6)

The five references to 535,528,079 shares related to the same block of shares.
Shoreline China was interested in 465,000,000 shares in the Company and
has the right to convert the loan secured by the said 465,000,000 shares into
70,528,079 shares pursuant to the relevant loan agreement. Shoreline China
is a wholly-owned subsidiary of Shoreline Capital, which in turn 37.25%
and 35.5% of its interests are owned by Ms. Zhang Xiao Lin and Mr. Fanger,
Benjamin Warren respectively. Accordingly, Shoreline China; Shoreline
Capital; Ms. Zhang Xiao Lin and Mr. Fanger, Benjamin Warren are deemed
to be interested in these shares held in the Company by virtue of the provisions
of the SFO. Moreover, Mr. Yang Lin Yu is also, reported to be a controlling
shareholder of Shoreline Capital and is deemed to be interested in these shares

by virtue of the provisions of the SFO.

The four references to 300,000,000 shares related to the same block of shares.
Bunstat was the beneficial owner of these shares in the Company, which in
turn 37.25% of its shares is owned by Mass Acheive. Mass Acheive is a wholly-
owned subsidiary of Able Fortune. Able Fortune is a wholly owned subsidiary
of HSBC International Trustee Limited. Accordingly, Bunstat; Mass Acheive;
Able Fortune and HSBC International Trustee Limited are deemed to be
interested in these shares held in the Company by virtue of the provisions of
the SFO.

Apart from the interests in 300,000,000 shares are disclosed in note (4) above,
HSBC International Trustee Limited is reported to have interests in another

100,000 shares in the Company.

{111 77 {fE 578 was the beneficial owner of these shares in the Company.
Accordingly, f# L1 T7 it J5 %8 is deemed to be interested in theses shares held
in the Company by virtue of the provisions of the SFO.

For the purpose of this section, the shareholding percentage in the Company
is calculated on the basis of 2,468,820,000 shares in issue.

Save as disclosed above, so far as are known to the directors, the Company

has not been notified of any interest in the issued share capital of the

Company required to be recorded under section 336 of the Securities and

Futures Ordinance as at 31 December 2011.

e

(3)
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b R A 535,528,079 I B A 4 7] 4t
JEe13 o Shoreline Chinali 4 24 /465,000,000
J B fy b HE A ORE &5 - IF A RE IS bk
465,000,000/ JBE 43 BT 4K 1 2 45 3R 48R 2
70,528,079 % it £ > Shoreline China/y
Shoreline Capital i) 2 & [t & 24 ] - 1fii
Shoreline Capital #37.25% % 35.5%H fii 43 il
F45RIBEIZr -+ K Mr. Fanger, Benjamin Warren
A o L AR IR 0 & I R ST
Shoreline China ~ Shoreline Capital ~ 5} BEH#k
4 - X Mr. Fanger, Benjamin Warren# i %%
AR F TR B2 IR0y P A R R < Ut
S - MR E I M B RIS - B e
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DIRECTORS’ REPORT
o WA

INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each of the independent non-executive
directors and an annual confirmation of his independence pursuant to Rule
3.13 of the Listing Rules. The Company considers all of the independent

non-executive directors to be independent.

RELATED PARTY AND CONNECTED
TRANSACTIONS

Details of related party transactions of the Group are set out in note 41 to

the financial statements.

There were no transactions required to be disclosed as non-exempt connected
transactions or non-exempt continuing connected transactions in accordance
with the Listing Rules during the year ended 31 December 2011. The
Company has complied with the disclosure requirements in accordance with

Chapter 14A of the Listing Rules.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s bye-laws

or the law in Bermuda.

PURCHASE, SALE OR REDEMPTION OF
SHARES

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s shares during the year ended 31 December
2011.

MANAGEMENT DISCUSSION AND
ANALYSIS

A management discussion and analysis of the Group’s annual results is shown

on pages 6 to 15.

CORPORATE GOVERNANCE REPORT

A corporate governance report is shown on pages 19 to 26.
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AUDIT COMMITTEE

The audit committee of the Company comprises three independent non-
executive directors. The committee has reviewed the accounting principles
and practice adopted by the Group and discussed with the management
regarding auditing, internal control and financial reporting matters including
the review of the Company’s audited results for the year ended 31 December
2011.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of its directors, the directors confirmed that the
Company has maintained the amount of public float as required under the

Listing Rules during the year and up to the date of this report.

AUDITOR

A resolution for re-appointment of RSM Nelson Wheeler as auditor of the

Company is to be proposed at the forthcoming annual general meeting.

By Order of the Board
Liao Tengjia

Chairman

Hong Kong, 27 March 2012
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Independent Auditor’s Report

Y8 A S el R o

RSM Nelson Wheeler
FiIEE(EB)SHMEREM

Certified Public Accountants

TO THE SHAREHOLDERS OF
ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Zhuguang Holdings
Group Company Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 38 to 113, which comprise the
consolidated statement of financial position as at 31 December 2011, and
the consolidated income statement, consolidated statement of comprehensive
income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and a summary of significant

accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as a
body, and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report. We
conducted our audit in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the

consolidated financial statements are free from material misstatement.
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AUDITOR’S RESPONSIBILITY (continued)

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

consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Group as at 31 December 2011 and of the
Group’s results 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.

RSM Nelson Wheeler
Certified Public Accountants
Hong Kong

27 March 2012
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Consolidated Income Statement

B oy Wt

For the year ended 31 December 2011 HZ—ZE——F+-A=+—HL&EE

2011 2010

S .

Note HK$’000 HK$’000

i T#L THs T

Turnover BEM 7 57,899 7,855
Rental outgoings TR S H — (3,081)

Gross profit EH 57,899 4,774

Other income HAtb i A 8 6,922 3,097

Fair value gains on investment properties % & ¥ 3 2 2 F{H UL £ 19 41,719 24,920
Selling and marketing expenses B K B B 32 (3,796) (6,765)
Administrative expenses TECE A (23,008) (16,031)
Other operating expenses HiAth £ 5 B 3 10 (51,155) (1,477)

Profit from operations BB 28,581 8,518
Finance costs Pl A 11 (10,356) (58)

Profit before tax 5% B4 wif %k A 18,225 8,460
Income tax iREY: 12 (10,267) (3,319)

Profit for the year A A B B3 A 13 7,958 5,141

Profit for the year attributable to: VAR A L M AN AR AR B k)

Owners of the Company EN/NEEIE 2PN 15 16,659 5,141

Non-controlling interests I 2 I HE 4 (8,701) —

7,958 5,141

Basic earnings per share (Y2 Y R 17 0.68 cents fill 0.23 cents il

38 Zhuguang Holdings Group Company Limited
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Consolidated Statement of Comprehensive Income

Bk 22 T W Ak A%

For the year ended 31 December 2011 HZ—E——F+-A=+—HLEE

2011 2010
gt —m
HKS$’000 HK$’000
T#x T#T
Profit for the year AR AR JEE Yt A 7,958 5,141
Other comprehensive income for the year, BB 7S 47 Ji ik 2 i 3%
net of tax
Exchange differences on translating foreign 4% 5% iff &} £ 75 1Ml 7 4= 2.
operations T 58, 22 4 34,174 12,757
Total comprehensive income for the year A A JE 2 Thi W A% A8 7R 42,132 17,898
Total comprehensive income for the year YA F A - HE4
attributable to: 7 A JBE 2 i MK ik B ¢
Owners of the Company EIN/NCIE Z SN 51,677 17,898
Non-controlling interests JE 42 I hE 15 (9,545) —
42,132 17,898
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Consolidated Statement of Financial Position

B W 551K Dt A

At 31 December 2011 A=E——&H+=-A=+—H

2011 2010
e 5 R R
No‘te HK$’0(19 HK$’O(¥)
Bt & T#L TH#oo
Non-current assets #Yﬁ"ﬁﬁ ﬁl%
Property, plant and equipment 7] % - WE KA 18 1,619 2,094
Investment properties e -C/ES 19 1,095,966 839,317
Prepayment for properties acquisition g2/ ESEERE el 20 — 15,000
1,097,585 856,411
Current assets it 0
Properties under development e 21 2,058,149 330,201
Accounts receivable JRE Wi R 3Kk 22 24,917 4,797
Prepayments, deposits and TS IE ~ 5l & K&
other receivables HoAth 1& FIE 23 140,144 11,066
Current tax assets EEE%EIE & 18,231 8,262
Restricted bank deposits Z BR il SR 17 17 72K 24 55,911 124,418
Bank and cash balances SRAT M B A A 25 393,830 17,733
2,691,182 496,477
Current liabilities Ui B A
Accounts payable JE A BR 3Kk i 26 532,643 1,058
Proceeds received from TEE Y)W T A5 3 E
pre-sale of properties 27 522,580 223,039
Accruals and other payables JE ST # T K Ho A JE A 3 IE 28 167,793 28,266
Amount due to the JREAST F5c % 2 R ) 3IA
ultimate holding company 29 100,500 —
Bank and other borrowings %E ﬁ&ﬁf@% X 30 65,623 —
Finance lease payables fill i FH I R A AR 31 363 347
Current tax liabilities B3B8 T & 8,616 2,286
1,398,118 254,996
Net current assets it 0y A 1,293,064 241,481
Total assets less current liabilities B8 i WL B £ 2,390,649 1,097,892
Non-current liabilities U )y £ 4
Amount due to a non-controlling JREASS — [ i Jag 2 w1 Y
shareholder of a subsidiary — 5 IR TR R IE 32 342,367 —
Bank and other borrowings SRAT B HL At 3K 30 721,030 81,199
Finance lease payables FAl L B A K 31 383 746
Deferred tax liabilities % SIE B T A 1 33 73,842 55,679
1,137,622 137,624
NET ASSETS ¥ 7 1 1,253,027 960,268
Capital and reserves A B 4l
Share capital A 34 246,882 243,059
Reserves fiti i 36 847,831 717,209
Equity attributable to owners of AN AR N A HE £
the Company 1,094,713 960,268
Non-controlling interests I I i 158,314 —
TOTAL EQUITY BB 2R 1,253,027 960,268

Approved by the Board of Directors on 27 March 2012.

Liao Tengjia
1 Mg

Director

HF
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Consolidated Statement of Changes in Equity

Fos o Bl At 5 ) 3R

For the year ended 31 December 2011 HZ—E——F+-A=+—HLEE

Attributable to owners of the Company

The subsidiary, Guangdong Hailian Building Co., Ltd. (“Guangdong Hailian”)
is a sino-foreign contractual joint venture enterprise under the law of the
People’s Republic of China (“PRC”). In accordance with the joint venture
contract, and the memorandum and article of association of the subsidiary,
the PRC joint-venture partner is responsible for making available the land
use rights of the construction site; whereas the Group is responsible for the
full amount of the subsidiary’s registered capital. In addition, the non-
controlling shareholder is entitled to share 20% of the profit or loss of the
subsidiary and 20% of its surplus assets on expiry of the joint venture or on
a winding up.

During the year, the Group made capital contribution of approximately
HK$99,131,000 to the subsidiary. The carrying amounts of the controlling
and non-controlling interests were adjusted directly in equity to reflect the
changes in their relative interests in the subsidiary.

e

LYt N 1]
(Accumulated
Reserve on Exchange losses)/
Share Share merger fluctuation Contributed Retained Non-controlling Total
capital premium accounting reserve surplus profits Total nterests equity
(BitE) /
Tk RBs  AOURRESE  EXBEE it k5t el W FERER bl 24
HKS 000 HK$ 000 HKS'000 HKS 000 HK$ 000 HKS'000 HKS 000 HK$ 000 HKS'000
T T Tz Tz T Tk Tz T Tz
(Note 36(c)(i))  (Note36(c)(ii)) ~ (Note 36(c)(iii))  (Note 36(c)(iv))
(W60 (abss(o)d)  (Was6(c)Gi) (3 36()iv)
At 1 January 2010 RoF-Z—J1—-H 226,882 903,310 (101,922) 169 - (513,092) 517,347 - 517,347
Total comprehensive income AEERTNELH
for the year - - - 12,757 - 5,141 17,898 - 17,898
Tssue of shares Bilkh 16,177 408,846 - - - - 42503 - 2503
Changes in equity for the year AR 258 16,177 408,846 - 12,757 - 5,141 91 - .91
At 31 December 2010 and REF-FELZA=ZH-RR
1 January 2011 ZF—f-f-H 243,059 1,314,156 (101922) 12,926 - (507951) 960,268 - 960,268
Total comprehensive income KEERENEAR
for the year — — — 35,018 — 16,659 51,677 (9,545) 213
Arising on an acquisition of R B L AR
subsidiaries (note 37(b)) TG 2 2% (Ba7) - - - - - - - 148,033 148,033
* Loss on the Group’s REER - RN
contribution to a subsidiary TEELNER — - — — — (19,826 (19,826) 19,826 —
Issue of shares (note 34) BTy (B33 3803 98,771 - - - - 102,39 - 102,39
Transfer (note 36) # (k0 - (1,314,156) - - 239404 1,074,752 - - -
Changes in equity for theyear ARG 258 3803 (1,213,383) - 3,018 239404 1,071,383 134445 158,314 292,759
At31 December 2011 e S S el Y 26,882 98,771 (101,92 47944 239,404 563,634 1,094,713 158,314 153,027
*

W JE > i) S RO K R A PR A D (TR SR
1) By — AR e AR IR (T )
RO AR XA G - IRIEEE
BIE] ~ BRJE2 w A kAR K A A AR > A
BB A R A S R A i A
T A 42 [91] £ 55 480000 B TR 2 ) ) 2 B T
G o WEAL > IRV HAT RERS A8 4 ) J T
S IR BB A W 2 20% % A Sk 48
DL K H209% 2 o & E o

A N B S Nl 1 N /NI IRl < )
99,131,000%5 JT * 44 I S IF 452 I A 2 119 MR vl
(B O A S AT > DA B il S5
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Consolida’ged Statement of Cash Flows
HEEBERER

For the year ended 31 December 2011 HZ—ZE——F+-A=+—HL&EE

2011 2010
R L
Note HKS$’000 HK$’000
Bt T#x T T
CASH FLOWS FROM OPERATING KARBEHZB SRR
ACTIVITIES
Profit before tax B i Tl v ) 18,225 8,460
Adjustments for: S IR
Interest income FILE A (339) (3,006)
Fair value gains on investment properties % & ¥ 3 2 25 T{H UL 5 (41,719) (24,920)
Depreciation e 611 431
Finance costs il AR 10,356 58
Operating loss before working capital changes < 7| ¥ & 4x 5 Bl i 2
R g oE i) (12,866) (18,977)
Increase in properties under development B RN (30,590) (216,674)
Increase in accounts receivable JHRE A B 3 T (20,120) (4,649)
(Increase)/Decrease in prepayments, T A ~ R4 K& A
deposits and other receivables JE Wik I (127,808) 2,256
(¥ W
Decrease/(Increase) in restricted 3 B il $R AT A7 3K
bank deposits WA (BT 68,507 (124,418)
Increase in accounts payable JE AFHE 2 48 0 54,387 1,058
Increase in proceeds received from HEY EWI L
pre-sale of properties ST A% S 299,541 223,039
Increase/(Decrease) in accruals and METFE A R oA E A
other payables FEBE (8D 28,682 (3,760)
Increase in amount due to the ultimate JREASY fe 48 B
holding company ACE G 100,500 —
Decrease in amount due to a JREASE— [ B g > /D 1
non-controlling shareholder — & PR R R
of a subsidiary AR D (47,769) —
Cash generated from/(used in) operations 482 375 & 4= (r H)
Z B4 312,464 (142,125)
Income taxes paid EAT TSR (9,969) (8,262)
Interest paid AT AL (7,199) —
Finance lease charges paid L AT il i AH B BH S (41) (58)
Net cash generated from/(used in) REWEHEL (FTH)
operating activities B 1 AR 295,255 (150,445)
CASH FLOWS FROM INVESTING 2 B ) 2 B A
ACTIVITIES
Interest received 2 F B 339 3,006
Purchase of property, plant and equipment B & ¥ 3 ~ W5 K& (121) (457)
Purchase of investment properties through 75 # i i B Ji§ 2 7]
acquisition of subsidiaries [ 3= e S =L /E 37(a) (237) (171,969)
Purchase of properties under development %75 %8 g Ji§ Fff J&§ 2 7
through acquisition of subsidiaries T 45 B % e v gy 2 37(b) (591,377) —
Consideration received 2 e — 144,316
Net cash used in investing activities BB T 2 B4 (591,396) (25,104)
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Consolidated Statement of Casl} Flows
HEBERER

For the year ended 31 December 2011 HZ—E——F+-A=+—HLEE

2011 2010
e —
HK$’000 HK$’000
T#L T

CASH FLOWS FROM FINANCING 2R R ) 2 Bl 4

ACTIVITIES
Bank loans raised T 2 4R AT B K 352,620 149,249
Payment for arrangement fee attributable 245 T E 4R 17 £ 3 A=

to bank loans raised 1) 2 Pk 2 (7,052) —
Repayment of bank loans R SR AT B 3K (110,149) (68,050)
Repayment of finance lease payables 8 5 Al L A (347) (330)
Proceeds from issue of senior notes BEATAR ST SRR T A K IE 500,000 —
Payment for arrangement fee attributable 32458547 18 S0 2848 A A=

to issue of senior notes 1 2 Pk 2 (30,000) —
Net cash generated from financing activities Fil & {5 B T 15 B 4 19 5 705,072 80,869
NET INCREASE/(DECREASE) IN CASH B & BB &S fiXH

AND CASH EQUIVALENTS Wm, (W A) % 408,931 (94,680)
Effect of foreign exchange rate changes [ 4% 5 T 52 ¢ (32,834) 3,482
CASH AND CASH EQUIVALENTS AT R—H—H2ZBEk

1 JANUARY B H 17,733 108,931
CASH AND CASH EQUIVALENTS AT BRE+ZHA=1+—H2Z

31 DECEMBER Bl R BB H 393,830 17,733
ANALYSIS OF CASH AND CASH BReRBEFMEE Z 2

EQUIVALENTS
Bank and cash balances SRAT M B4 A R 393,830 17,733

e
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Notes to the Financial Statements

oA ¢ % W

For the year ended 31 December 2011 HZ—ZE——F+-A=+—HL&EE

44

GENERAL INFORMATION

The Company was incorporated in Bermuda with limited liability.
The address of its registered office is Clarendon House, 2 Church
Street, Hamilton HM 11, Bermuda. The address of its principal place
of business is Room 5709, 57th Floor, The Center, 99 Queen’s Road
Central, Hong Kong. The Company’s shares are listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

The Company is an investment holding company. The principal
activities of its principal subsidiaries are set out in note 42 to the

financial statements.

In the opinion of the directors of the Company, as at 31 December
2011, Rong De Investments Limited, a company incorporated in the
British Virgin Islands (“BVI”), is the immediate and ultimate parent
and Mr. Liao Tengjia is the ultimate controlling party of the Company.

BASIS OF PREPARATION

These financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants, accounting
principles generally accepted in Hong Kong and the applicable
disclosures required by the Rules Governing the Listing of Securities
on the Stock Exchange and by the Hong Kong Companies Ordinance.

HKFRSs comprise Hong Kong Financial Reporting Standards; Hong
Kong Accounting Standards (“HKAS”); and Interpretations.

These financial statements have been prepared under the historical
cost convention, as modified by the revaluation of investment

properties which are carried at their fair values.

The preparation of financial statements in conformity with HKFRSs
requires the use of certain key assumptions and estimates. It also
requires the directors to exercise their judgements in the process of
applying the accounting policies. The areas involving critical
judgements and areas where assumptions and estimates are
significant to these financial statements, are disclosed in note 5 to

the financial statements.

During the year, the Group changed the functional currency of certain
subsidiaries from Hong Kong Dollars (“HK$”) to Renminbi (“RMB”)
as RMB has become the currency that mainly influences the operation
of these subsidiaries. The change in functional currency of these
subsidiaries have been accounted for prospectively since 1 January
2011.

Zhuguang Holdings Group Company Limited
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Notes to the Financial Statements

VA 5 % A Y ik

For the year ended 31 December 2011 HZ—E——F+-A=+—HLEE

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has adopted all the new and revised
HKFRSs that are relevant to its operations and effective for its
accounting year beginning on 1 January 2011. The adoption of these
new and revised HKFRSs did not result in significant changes to the
Group’s accounting policies, presentation of the Group’s financial

statements and amounts reported for the current year and prior years.

The Group has not applied the new HKFRSs that have been issued
but are not yet effective. The Group has already commenced an
assessment of the impact of these new HKFRSs but is not yet in a
position to state whether these new HKFRSs would have a material

impact on its results of operations and financial position.

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the preparation of these

financial statements are set out below.
(a) Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to
31 December. Subsidiaries are entities over which the Group
has control. Control is the power to govern the financial and
operating policies of an entity so as to obtain benefits from
its activities. The existence and effect of potential voting rights
that are currently exercisable or convertible are considered

when assessing whether the Group has control.

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

the date the control ceases.

The gain or loss on the disposal of a subsidiary that results in
a loss of control represents the difference between (i) the fair
value of the consideration of the sale plus the fair value of
any investment retained in that subsidiary and (ii) the
Company’s share of the net assets of that subsidiary plus any
remaining goodwill relating to that subsidiary and any related

accumulated exchange fluctuation reserve.
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46

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(a)

Consolidation (continued)

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the

policies adopted by the Group.

Non-controlling interests represent the equity in subsidiaries
not attributable, directly or indirectly, to the Company. Non-
controlling interests are presented in the consolidated
statement of financial position and consolidated statement
of changes in equity within equity. Non-controlling interests
are presented in the consolidated income statement and
consolidated statement of comprehensive income as an
allocation of profit or loss and total comprehensive income
for the year between the non-controlling shareholders and

owners of the Company.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling shareholders even if this results in the

non-controlling interests having a deficit balance.

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

to the owners of the Company.

Zhuguang Holdings Group Company Limited
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4. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(b)

e

Foreign currency translation

0]

(i)

Functional and presentation currency

Items included in the financial statements of each of
the Group’s entities are measured using the currency
of the primary economic environment in which the
entity operates (the “functional currency”). The
consolidated financial statements are presented in
Hong Kong dollars, which is the Company’s

functional and presentation currency.

Transactions and balances in each entity’s
financial statements

Transactions in foreign currencies are translated into
the functional currency on initial recognition using
the exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies
are translated at the exchange rates at the end of each
reporting period. Gains and losses resulting from this

translation policy are recognised in profit or loss.

Non-monetary items that are measured at fair values
in foreign currencies are translated using the exchange

rates at the dates when the fair values are determined.

When a gain or loss on a non-monetary item is
recognised in other comprehensive income, any
exchange component of that gain or loss is recognised
in other comprehensive income. When a gain or loss
on a non-monetary item is recognised in profit or loss,
any exchange component of that gain or loss is

recognised in profit or loss.
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4. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(b) Foreign currency translation (continued)

(iii)

Translation on consolidation

The results and financial position of all the Group
entities that have a functional currency different from
the Company’s presentation currency are translated

into the Company’s presentation currency as follows:

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

of financial position;

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

and

— All resulting exchange differences are recognised

in the exchange fluctuation reserve.

On consolidation, exchange differences arising from
the translation of the net investment in foreign
entities and of borrowings are recognised in the
exchange fluctuation reserve. When a foreign
operation is sold, such exchange differences are
recognised in the consolidated profit or loss as part

of the gain or loss on disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the

closing rate.

48 Zhuguang Holdings Group Company Limited
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4. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(c)

(d)

e

Property, plant and equipment

Property, plant and equipment are stated at cost less

accumulated depreciation and impairment losses.

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

are incurred.

Depreciation of property, plant and equipment is calculated
at rates sufficient to write off their cost less their residual
values over the estimated useful lives on a straight-line basis.

The principal annual rates are as follows:

Office equipment,
20% - 33%
20%

furniture and fixtures

Motor vehicles

The residual values, useful lives and depreciation method are
reviewed and adjusted, if appropriate, at the end of each

reporting period.

The gain or loss on disposal of property, plant and equipment
is the difference between the net sales proceeds and the
carrying amount of the relevant asset, and is recognised in

profit or loss.
Investment properties

Investment properties are land and/or buildings held to earn
rentals and/or for capital appreciation. An investment
property is measured initially at its cost including all direct

costs attributable to the property.

After initial recognition, the investment property is stated at
its fair value based on valuation by an external independent
valuer. Gains or losses arising from changes in fair value of
the investment property are recognised in profit or loss for

the period in which they arise.
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50

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(d)

(e)

Investment properties (continued)

The gain or loss on disposal of an investment property is the

difference between the net sales proceeds and the carrying

amount of the property, and is recognised in profit or loss.

Leases

The Group as lessee

(i)

(i)

Operating leases

Leases that do not substantially transfer to the Group
all the risks and rewards of ownership of assets are
accounted for as operating leases. Lease payments (net
of any incentives received from the lessor) are
recognised as an expense on a straight-line basis over

the lease term.

Finance leases

Leases that substantially transfer to the Group all the
risks and rewards of ownership of assets are accounted
for as finance leases. At the commencement of the
lease term, a finance lease is capitalised at the lower
of the fair value of the leased asset and the present
value of the minimum lease payments, each

determined at the inception of the lease.

The corresponding liability to the lessor is included
in the statement of financial position as finance lease
payable. Lease payments are apportioned between the
finance charge and the reduction of the outstanding
liability. The finance charge is allocated to each period
during the lease term so as to produce a constant
periodic rate of interest on the remaining balance of

the liability.

Zhuguang Holdings Group Company Limited
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4. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(e)

(f)

(g)

e

Leases (continued)
The Group as lessee (continued)
(ii) Finance leases (continued)

Assets under finance leases are depreciated the same

as owned assets.

The Group as lessor

Leases that do not substantially transfer to the lessees all the
risks and rewards of ownership of assets are accounted for as
operating leases. Rental income from operating leases is
recognised on a straight-line basis over the term of the

relevant lease.
Properties under development

Properties under development are stated at the lower of cost
and net realisable value. Costs include acquisition costs,
prepaid land lease payments, construction costs, borrowing
costs capitalised and other direct costs attributable to such
properties. Net realisable value is determined by reference to
sale proceeds received after the reporting period less selling
expenses and the anticipated costs to completion, or by
estimates based on prevailing market condition. On
completion, the properties are reclassified to properties held

for sale at the then carrying amount.

Recognition and derecognition of financial
instruments

Financial assets and financial liabilities are recognised in the
statement of financial position when the Group becomes a

party to the contractual provisions of the instruments.
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4.

52

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(g)

(h)

Recognition and derecognition of financial
instruments (continued)

Financial assets are derecognised when the contractual rights
to receive cash flows from the assets expire; the Group
transfers substantially all the risks and rewards of ownership
of the assets; or the Group neither transfers nor retains
substantially all the risks and rewards of ownership of the
assets but has not retained control on the assets. On
derecognition of a financial asset, the difference between the
asset’s carrying amount and the sum of the consideration
received and receivable and the cumulative gain or loss that
had been recognised in other comprehensive income is

recognised in profit or loss.

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

recognised in profit or loss.

Accounts and other receivables

Accounts and other receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market and are recognised initially at fair
value and subsequently measured at amortised cost using the
effective interest method, less allowance for impairment. An
allowance for impairment of accounts and other receivables
is established when there is objective evidence that the Group
will not be able to collect all amounts due according to the
original terms of receivables. The amount of the allowance is
the difference between the receivables’ carrying amount and
the present value of estimated future cash flows, discounted
at the effective interest rate computed at initial recognition.

The amount of the allowance is recognised in profit or loss.

Zhuguang Holdings Group Company Limited
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4. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(h)

(i)

()

(k)

e

Accounts and other receivables (continued)

Impairment losses are reversed in subsequent periods and
recognised in profit or loss when an increase in the receivables’
recoverable amount can be related objectively to an event
occurring after the impairment was recognised, subject to the
restriction that the carrying amount of the receivables at the
date the impairment is reversed shall not exceed what the
amortised cost would have been had the impairment not been

recognised.
Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash
equivalents represent cash at bank and on hand, demand
deposits with banks and other financial institutions, and
short-term highly liquid investments which are readily
convertible into known amounts of cash and subject to an
insignificant risk of change in value. Bank overdrafts which
are repayable on demand and form an integral part of the
Group’s cash management are also included as a component

of cash and cash equivalents.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and
an equity instrument under HKFRSs. An equity instrument
is any contract that evidences a residual interest in the assets
of the Group after deducting all of its liabilities. The
accounting policies adopted for specific financial liabilities

and equity instruments are set out below.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at

amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the

liability for at least 12 months after the reporting period.
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54

SIGNIFICANT ACCOUNTING POLICIES

(continued)

)

(m)

(n)

(0)

Financial guarantee contract liabilities

Financial guarantee contract liabilities are measured initially
at their fair values and are subsequently measured at the
higher of:

— the amount of the obligations under the contracts, as
determined in accordance with HKAS 37 “Provisions,

Contingent Liabilities and Contingent Assets”; and

— the amount initially recognised less cumulative
amortisation recognised in profit or loss on a straight-

line basis over the terms of the guarantee contracts.

Accounts and other payables

Accounts and other payables are stated initially at their fair
value and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting

would be immaterial, in which case they are stated at cost.
Equity instruments

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

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is probable
that the economic benefits will flow to the Group and the

amount of revenue can be measured reliably.

Rental income is recognised on a straight-line basis over the

lease term.

Interest income is recognised on a time-proportion basis

using the effective interest method.

Zhuguang Holdings Group Company Limited

4.

TR FBOR @

M

(m)

(n)

(o)

S5 3 AR 45 & B

MHRRSHAENEELL

TR AR LT B

E T

R AR 57
SRR S B R
SRR | 2 AR T

HEaHE s &

— VIR BRI R

BRI R A TR
o KR 2 R u i

HE Aok Mk B 3G i JE Aok K
L]

JEAST iR e L At JE A S SR ) 4
?ﬁﬁ?ﬁﬁﬂ?& » JLAR BRI

LB 0 G AR T BRJE
Pril 2 A AT > s
UUT RIFZ ARSI -

Bl P T

AN FV B AT 2 e AR TR T R AR
B2 B A K SR 8 B AT A
N

B 2 e a2

Wi 4t T 4% sl e A 2
TEF R Sl AR 2 T
LA A AR B Rl 4 4 RE AR T 5E
e R ERE -

L WS AT FELI 7R DA A 35 i

R A H 1R [ B 451 A BT 8
u\%ﬁﬁ—]] °©

Annual Report 2011



Notes to the Financial Statements

VA 5 % A Y ik

For the year ended 31 December 2011 HZ—E——F+-A=+—HLEE

4. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(p)

e

Employee benefits

0]

(i)

(iii)

Employee leave entitlements

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

of the reporting period.

Employee entitlements to sick leave and maternity

leave are not recognised until the time of leave.

Pension obligations

The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by the
Group and employees are calculated as a percentage
of employees’ basic salaries. The retirement benefit
scheme cost charged to profit or loss represents

contributions payable by the Group to the funds.

Termination benefits

Termination benefits are recognised when, and only
when, the Group demonstrably commits itself to
terminate employment or to provide benefits as a
result of voluntary redundancy by having a detailed
formal plan which is without realistic possibility of

withdrawal.
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4.

56

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(q)

(r)

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, are capitalised as part of
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.

To the extent that funds are borrowed generally and used for
the purpose of obtaining a qualifying asset, the amount of
borrowing costs eligible for capitalisation is determined by
applying a capitalisation rate to the expenditures on that asset.
The capitalisation rate is the weighted average of the
borrowing costs applicable to the borrowings of the Group
that are outstanding during the period, other than borrowings
made specifically for the purpose of obtaining a qualifying

asset.

All other borrowing costs are recognised in profit or loss in

the period in which they are incurred.
Taxation

Income tax represents the sum of the current tax and deferred

tax.

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

reporting period.

Zhuguang Holdings Group Company Limited
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4. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(r)

e

Taxation (continued)

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the financial statements
and the corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally recognised
for all taxable temporary differences and deferred tax assets
are recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary
differences, unused tax losses or unused tax credits can be
utilised. 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.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries 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.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that
it is no longer probable that sufficient taxable profits will be

available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset is
realised, based on tax rates that have been enacted or
substantively enacted by the end of the reporting period.
Deferred tax is recognised in profit or loss, except when it
relates to items 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.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends

to settle its current tax assets and liabilities on a net basis.
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4.

58

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(s)

(t)

PRC land appreciation tax (“LAT”)

LAT is levied at progressive rates ranging from 30% to 60%
on the appreciation of land value, being the proceeds from
sales of properties less deductible expenditures including land
costs, borrowing costs, business taxes and all property
development expenditures. LAT is recognised as an income
tax. LAT paid is a deductible expense for PRC enterprise

income tax purposes.

Related parties

A related party is a person or entity that is related to the
Group.

(A) A person or a close member of that person’s family is

related to the Group if that person:

(1) has control or joint control over the Group;

(i) has significant influence over the Group; or

(iii)  isa member of the key management personnel
of the Company or of a parent of the
Company.

(B)  An entity is related to the Group (reporting entity) if

any of the following conditions applies:

(i) The entity and the Company are members of
the same group (which means that each
parent, subsidiary and fellow subsidiary is

related to the others).

Zhuguang Holdings Group Company Limited
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4. SIGNIFICANT ACCOUNTING POLICIES 4. FEEZBIK @

(continued)
(t) Related parties (continued) (t)

(B)  An entity is related to the Group (reporting entity) if

any of the following conditions applies: (continued)

(i) One entity is an associate or joint venture of
the other entity (or an associate or joint
venture of a member of a group of which the

other entity is a member).

(iii)  Both entities are joint ventures of the same

third party.

(iv)  One entity is a joint venture of a third entity
and the other entity is an associate of the third

entity.

(v) The entity is a post-employment benefit plan
for the benefit of employees of either the
Group or an entity related to the Group. If
the Group is itself such a plan, the sponsoring

employers are also related to the Group.

(vi)  The entity is controlled or jointly controlled

by a person identified in (A).

(vii) A person identified in (A)(i) has significant
influence over the entity or is a member of
the key management personnel of the entity

(or of a parent of the entity).
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4.

60

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(u)

Impairment of assets

At the end of each reporting period, the Group reviews the
carrying amounts of its assets except investment properties,
properties under development and financial assets to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to
determine the extent of any impairment loss. Where it is not
possible to estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount of the cash-

generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to
sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific

to the asset.

If the recoverable amount of an asset or cash-generating unit
is estimated to be less than its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced to its
recoverable amount. An impairment loss is recognised
immediately in profit or loss, unless the relevant asset is
carried at a revalued amount, in which case the impairment

loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying
amount of the asset or cash-generating unit is increased to
the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying
amount that would have been determined (net of
depreciation) had no impairment loss been recognised for
the asset or cash-generating unit in prior years. A reversal of
an impairment loss is recognised immediately in profit or
loss, unless the relevant asset is carried at a revalued amount,
in which case the reversal of the impairment loss is treated as

a revaluation increase.
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4. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(v)

(W)

e

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Group has a present legal or constructive
obligation arising as a result of a past event, it is probable
that an outflow of economic benefits will be required to settle
the obligation and a reliable estimate can be made. Where
the time value of money is material, provisions are stated at
the present value of the expenditures expected to settle the

obligation.

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

remote.

Events after the reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and are
reflected in the financial statements. Events after the reporting
period that are not adjusting events are disclosed in the notes

to the financial statements when material.
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5.

62

CRITICAL JUDGEMENTS AND KEY
ESTIMATES

(a)

Critical judgements in applying accounting
policies

In the process of applying the accounting policies, the
directors have made the following judgements that have the
most significant effect on the amounts recognised in the

financial statements.

Legal title of properties under development and
classification of current assets

As stated in note 21(a)(ii) to the financial statements, the
development of the land of the Group’s properties under
development with carrying amount of approximately
HK$1,685,654,000 has been suspended for years without
government approval. In addition, as at 31 December 2011,
the outstanding land premium together with the late payment
charge payable in relation to the land use rights amounted to
approximately HK$525,115,000. The vendor of the land use
rights has the right to repossess the land without any

compensation to the Group.

Subsequent to the reporting date, the outstanding land
premium was fully settled by the Group. The Group is in
active negotiation with the vendor of the land use rights for
the settlement of the late payment charge payable. The
directors are of the opinion that the Group should be able to
successfully negotiate with the vendor of the land use rights
for the settlement of the late payment charge payable and
will fully settle the late payment charge payable so as to retain
the legal title of the land and to secure valid interest in the

properties under development.

Based on legal opinion obtained, the directors are also of the
view that upon full settlement of the late payment charge
payable, there should be no legal impediment to obtain the
construction approvals and permits from the relevant PRC
authorities and construction work on the property
development project can be resumed subsequently. The
Group has classified the said properties under development
as current on the ground that it is expected to realise the

properties under development in its normal operating cycle.
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5. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (continued)

(b)

e

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key
sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities

within the next financial year, are discussed below.

(i) Estimated income taxes (including LAT)

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

in the periods in which such determination is made.

(i) Fair values of investment properties

The Group appointed an independent professional
valuer to assess the fair values of the investment
properties. In determining the fair values, the valuer
has utilised a method of valuation which involves
certain estimates. The directors have exercised their
judgement and are satisfied that the method of
valuation is reflective of the current market

conditions.
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5. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (continued)

(b) Key sources of estimation uncertainty

(continued)

(iii)  Net realisable value of properties under
development

The Group assesses the carrying amounts of
properties under development according to their net
realisable value based on the realisability of these
properties. Net realisable value for properties under
development is determined by reference to
management’s estimates of the selling price based on
prevailing market conditions, less applicable variable
selling expenses and the anticipated costs to

completion.

If there is an increase in costs to completion or a
decrease in net sales value, the net realisable value will
decrease and this may result in provision for
properties under development. Such provision
requires the use of judgement and estimates. Where
the expectation is different from the original estimate,
the carrying value and provision for properties under
development in the periods in which such estimate is

changed will be adjusted accordingly.

In addition, given the volatility of the PRC property
market and the unique nature of individual properties
under development, the actual outcomes in terms of
costs and revenue may be higher or lower than
estimated at the reporting date. Any increase or
decrease in the provision would affect profit or loss

in future years.
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CRITICAL JUDGEMENTS AND KEY
ESTIMATES (continued)

(b)

Key sources of estimation uncertainty

(continued)

(iv)

(v)

Impairment loss of accounts receivable,
prepayments for potential property investment,
deposits and other receivables

The Group makes impairment loss for bad and
doubtful debts based on assessment of the
recoverability of the accounts receivable, prepayments
for potential property investment, deposits and other
receivables, including the current creditworthiness,
the past collection history, the length of overdue
period and collateral (if any) of each debtor or
counterparty. Impairments arise where events or
changes in circumstances indicate that the balances
may not be collectible. The identification of bad and
doubtful debts requires the use of judgement and
estimates. Where the actual result is different from
the original estimate, such difference will impact the
carrying value of the accounts receivable,
prepayments for potential property investment,
deposits and other receivables and impairment losses

in the year in which such estimate has been changed.

Estimated land late payment charge payable

As stated in note 21(a)(ii) to the financial statements,
the Group will be charged a daily penalty of 0.1% on
the land premium payable, subject to the relevant
legislation, interpretation and practices in respect
thereof. In determining the final land late payment
charge payable, the directors are based on the legal
opinion obtained for the period of the application of
the daily penalty. Where the final outcome may be
higher or lower than the amount that was initially
recorded, such difference will impact profit or loss in

future years.
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5. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (continued)

(b) Key sources of estimation uncertainty

(continued)
(vi) Financial guarantee contracts

Details of guarantees provided by the Group are set
out in note 39(a) to the financial statements. Based
on expectations at the reporting date, the directors
consider that it is more likely than not that such an
amount will not be payable under the arrangement.
However, this estimate is subject to change depending
on the probability of the counterparty claiming under
the guarantee which is a function of the likelihood
that the financial receivables held by the counterparty

which are guaranteed suffer credit losses.

6. FINANCIAL INSTRUMENTS

(a) Categories of financial instruments
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6. SWITH
(a) AT HAHE

2011 2010
S —E R
HK$’000 HK$000
T# 0 T
Financial assets S RE A
Loans and receivables (including A RE Wi kI
bank and cash balances) (OO 5 8R 4T S 31 4 45 %) 586,726 148,091
Financial liabilities 4 £ 4
Amortised cost WS BLA 1,929,956 110,523
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6. FINANCIAL INSTRUMENTS (continued)

(b)

e

Financial risk management

The Group’s activities expose it to a variety of financial risks:

foreign currency risk, credit risk, liquidity risk and interest

rate risk. The Group’s overall risk management programme

focuses on the unpredictability of financial markets and seeks

to minimise potential adverse effects on the Group’s financial

performance.

(i

Foreign currency risk

Foreign currency risk is the risk that the value of a
financial instrument will fluctuate because of changes
in foreign exchange rates. The Group has certain
exposure to foreign currency risk as some of its
business transactions, assets and liabilities are
denominated in currencies other than the functional
currency of the respective group entities, such as
United States dollars (“US$”), RMB and HKS$. The
Group has not adopted any financial instruments for
hedging purposes. However, the Group will constantly
assess the foreign exchange risk it encounters so as to
decide the hedging policy required against the

possible foreign exchange risk that may arise.

6.

£ T H @

(b)

S5 e It 4 L

A 4 ] 2 SE 5 7R 3 4% T S
[ RO = g
B~ B E e R R A
B o 7= 4% 1S B B HEOH H
ER TR ok oA NI VS]]
PE 5 Sl RO AR 48 181 5 R B
ZIEAEA M B R K

i SEEEE

A1 6 JEL B 4 < R T A
{EL R BB 471 i i 4 5 3 T
o B By 2 B o R
AEBBHE T HEHER
o~ BERAMRIIUE
M E S B R
DS £ (e (136
el ~ NR# R 7
LSRN & SUIPENTTE )
AT AN B o A 4R
Af7 488 BR A AT < T R
PRSI M o SR - A
2 1 50 5 20 T A HL T IR
O R B o DL E R
it B PR AN B Th BUR B
AT RE A A AN R
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6.

68

FINANCIAL INSTRUMENTS (continued) 6. I w
(b) Financial risk management (continued) (b) %5 B 4% B )
(i Foreign currency risk (continued) 0] SRS ()
The Group’s exposure at the end of the reporting A 48 B A L T B R
period to foreign currency risk arising from HC R 2 1 ek
recognised monetary assets or liabilities is as follows: AN BT
Assets Liabilities
¥R it
2011 2010 2011 2010
ZF - —“FT-TH ZF-—F —“FT-FH
HK$°000 HK$’000 HK$°000 HK$°000
T#x TH# T T#x TH#TT
RMB AR 15,951 — 24,670 13,465
HK$ ot 15,675 — 317,679 —
Us$ ESVH 4,987 — — —
The table below summarises the impact of possible T A A BE TT e 1Y B
changes in the foreign exchange rates on the B AREERBASES
consolidated profit after tax for the year. i P FA) 528 o
Functional Increase/
currency (Decrease)
strengthened/ in consolidated
(weakened) by profit after tax
D% BBEESZESEN
WM (W) Bm, ()
HK$’000
T# T
Year ended 31 December 2011 BRE & ——4F
FEHAE B
RMB NG 5%/(5%) 436/(436)
HK$ T 5%7/(5%) 15,103/(15,103)
US$ ESVTH 4%/ (4%) (150)/150
Year ended 31 December 2010 k% —ZF —F4F
ToA=tHIEFE
RMB N 10%/(10%) 1,347/(1,347)

Zhuguang Holdings Group Company Limited
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6. FINANCIAL INSTRUMENTS (continued)

(b)

e

Financial risk management (continued)

(i)

Credit risk

At 31 December 2011, the Group’s maximum
exposure to credit risk which will cause a financial
loss to the Group due to failure to discharge an
obligation by the counterparties is arising from the
carrying amount of the respective recognised

financial assets as stated in note 6(a) above.

At 31 December 2011, the Group’s concentration of
credit risk by geographical location is in the PRC
which accounted for 100% of the total accounts
receivable (2010: 100% in the PRC). The Group also
had concentration of credit risk by tenants as 100%
of its total accounts receivable were due from one
single tenant at 31 December 2011 (2010: 100% of its
total accounts receivable were due from three
tenants). The Group requests rental deposit from the
tenant upon entering into tenancy agreement. In
addition, the Group reviews the recoverable amount
of each individual debt at the end of each reporting
period to ensure that adequate impairment losses are
made for irrecoverable amounts. In this regard, the
directors consider that the Group’s credit risk is

significantly reduced.

6.

£ T H @
I 5 R B 4 B ()

(b)

(i)

FERR

REFE T ZA=
T—H > AEEHEF
TP R BENEAT AL PR 32
ZIRRAE B R (EE
AR FE B 1R
A A £ SCHERE6(a) BT 81
AHCHEREMEREZ
Wl -

A AR ) 22 A5 B B A
i 73 f 4 e R o A
W —— A=
T — B MR R AR
Z100% (& —FA4F
100%7E H ) - & F
#0 > AEE AR
ol S0 o B A
F——F+A=+—
H Y — 44 FL 5 3K IE A
L E iR B4R A 22 100%
(CE—FF : BIR=4
FH P I Ak LB SR 3
B2 100%) » AEMH
BRI F A RT SLAH B 1
R BT A o
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7 B g TE A I R TE 2 W]
W Il 88 o RARE R SRS
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6.

70

FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management (continued)

(i)

(iii)

Credit risk (continued)

In addition to credit risk on accounts receivable, the
Group is also exposed to concentration of credit risk
through its deposit paid to a construction contractor
and prepayment for potential property investment of
approximately HK$94,537,000 and HK$15,951,000
respectively. However, the directors consider that the
credit risk is limited. The directors have regular liaison
with the counterparties to identify any early sign of

potential problems.

The Group’s credit risk on bank deposits and balances
is limited because the counterparties are banks with

high credit ratings.

The Group has arranged bank financing for certain
purchasers of properties and provided guarantees to
secure obligations of such purchasers for repayments.
Details of these guarantees are set out in note 39(a)

to the financial statements.

Liquidity risk

The Group’s policy is to regularly monitor current
and expected liquidity requirements to ensure that it
maintains sufficient reserves of cash to meet its

liquidity requirements in the short and longer term.

Zhuguang Holdings Group Company Limited

6.

£ T H @
I 5 R B 4 B ()

(b)

(i)

(iii)

FERR (H)

Ik JE A B 3K 2 A 8 L B
Hh o AL IR ) — R A
SR AR A
94,537,000 JC M 37 A1V
)RR AT KA
15,951,000 7C 11 [f] 3} 4
TG B E B o SR o
TR HE R AR -
2R A B AE )
B D) A VA
Ik -

AR 10 SR AT A7 SR A
B R AR - 52 5
B F R B A S A
B RAT -

REEC HE TWEDN
BRZHW|ATRE > D
R PRI LR DL AR R K
RN ET - AHEE
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6. FINANCIAL INSTRUMENTS (continued) 6. I w
(b) Financial risk management (continued) (b) %5 B 4% B )
Liquidity risk (continued) (i) ABESER (H)
The maturity analysis of the Group’s financial A 42 ) <5 P B LAY B A
liabilities is as follows: SrHTInR
Less than Between Between Total
1 year or 1and 2and undiscounted
on demand 2 years 5 years cash flows
PRt KRR
HALER — R “EhA i A
HK$'000 HK$000 HK$000 HK$000
T T#T Tt Tt
At 31 December 2011 G e
+ZH=Z+—H
Accounts payable WSEﬁEE% 532,643 — — 532,643
Accruals and other payables WES 2 H B
JEAME A 3KH 167,793 — — 167,793
Amount due to the ultimate JREA5F B K6 PE 2
holding company A 100,500 — — 100,500
Amount due to a non-controlling & — [#] bf} J& /4 7]
shareholder of a subsidiary i) — 4 Bk
R FOR — — 342,367 342,367
Bank and other borrowings HRAT B MK 157,948 154,423 776,664 1,089,035
Finance lease payables A g*ﬁg\ﬁ?ﬁ # 388 388 5 781
Financial guarantee contracts G R G 4 169,253 — — 169,253
1,128,525 154,811 1,119,036 2,402,372
At 31 December 2010 R_F T
+ZA=+—H
Accounts payable e ﬂlﬁﬁ?ﬁ 1,058 — — 1,058
Accruals and other payables JERHE R
HL A RE AT 3R 28,266 — — 28,266
Bank and other borrowings BT RILAE K 5,25 5,025 81,949 92,399
Finance lease payables @@ ﬁ*ﬁ%‘:ﬁ?ﬁ X 388 388 393 1,169
Financial guarantee contracts MEEREH 59,483 — — 59,483
94,420 5,613 82,342 182,375
The amounts included above for financial guarantee A T iE R

e

contracts are the maximum amounts the Group could
be forced to settle under the arrangement for the full
guaranteed amount if that amount is claimed by the
counterparty to the guarantee. At the reporting date,
the directors do not consider it probable that a claim
will be made against the Group under the above
guarantees. However, this estimate is subject to change
depending on the probability of the counterparty
claiming under the guarantee which is a function of
the likelihood that the financial receivables held by
the counterparty which are guaranteed suffer credit

losses.

TERR MR B H
BREFETR &Y
A 4R ] B K AT RERIE 2
HEK - REEHEH > EF
Ay > ARG R LAl 4
R ThG [iff 2% M P A A
Koo BRI > 5% 55 FAEAT
fE iR & il B F 07 R
HEEK LR ZEK
1 i 3R 19 AT e 2 A
Al e A ks e
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6.

72

FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management (continued)

(iv)

Interest rate risk

The Group’s exposure to interest rate risk arises from
its bank deposits and bank borrowings. Bank deposits
and bank borrowings of approximately
HK$449,476,000 (2010: HK$138,357,000) and
HK$317,679,000 (2010: HK$81,199,000) respectively
bear interests at variable rates varied with the then

prevailing market condition.

The sensitivity analysis below has been determined
based on the exposure to interest rate risk on its
variable-rate bank deposits and bank borrowings at
the end of the reporting period and prepared
assuming the amount of bank deposits and bank
borrowings outstanding at the end of each reporting

period was outstanding for the whole year.

At 31 December 2011, if interest rates at that date had
been 100 basis point higher, with all other variables
held constant and without any capitalisation of
borrowing costs, consolidated profit after tax for the
year would have been approximately HK$1,202,000
(2010: HK$429,000) higher. If the interest rate had
been 100 basis point lower, with all other variables
held constant and without any capitalisation of
borrowing costs, there would be an equal and opposite

impact on the Group’s consolidated profit after tax.

Zhuguang Holdings Group Company Limited
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6. FINANCIAL INSTRUMENTS (continued) 6. EMTHwW
(b) Financial risk management (continued) (b) %5 B 4% B )
(iv)  Interest rate risk (continued) (iv) FIEBER )
The Group currently does not have any interest rate AL ) E i A 22
hedging policy in relation to interest rate risk. The JEL B BR BAT: AT ] 25 3 b
directors monitor the Group’s exposure in ongoing BUR o g fp A B
basis and will consider hedging interest rate risk A AR 2 R R b T
should the need arise. A T B IR 2 i 3 b A
AR o
(c) Fair values (c) AP
The directors consider that the carrying amounts of the HHERL o NG BB IR ER
Group’s financial assets and financial liabilities as reflected A1 2 B 2 A A O 4 A E %
in the consolidated statement of financial position AR IREEELAAZ
approximate their respective fair values. AN AR
7. TURNOVER 7. BEMW
The Group’s turnover represents rental income generated, net of A 2 SRR T N B A 2 A Al
business tax, during the year. A FUBRaE R -
8. OTHER INCOME 8. JCfbWCA
2011 2010
it S —E T
HKS$’000 HK$°000
T#x T#T
Interest income FE WA 339 3,006
Exchange gain FEE 52, Ui 45 6,556 —
Others HoAt 27 91
6,922 3,097
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74

SEGMENT INFORMATION

The Group has two reportable segments as follows:

Property sales — property development and sales

Property rental — property investment and property

rental activities

The Group’s reportable segments are strategic business units that
offer different products and services. They are managed separately

because each business requires different marketing strategies.

The accounting policies of the operating segments are the same as
those described in note 4 to the financial statements. Segment profits
or losses do not include corporate income and expenses. Segment
assets include all tangible assets and current assets but do not include
corporate assets which are managed on a central basis. Segment
liabilities include accruals and other payables, current and deferred

tax liabilities managed directly by the segments.

Zhuguang Holdings Group Company Limited
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SEGMENT INFORMATION (continued) 9. IBER @
Information about reportable segment profit or ARERABZEE - i
loss, assets and liabilities A2 &P
Property Property
sales rental Total
LB 35 R PR H
HK$’000 HK$°000 HK$°000
T# L T#L T# T
Year ended 31 December 2011 REZR——4
TZAZ IR
Revenue from external customers B E Pl — 57,899 57,899
Segment (loss)/profit b (ks 48) /i A (58,329) 86,525 28,196
Other information Fof R
Interest revenue AL A 339 — 339
Interest expense MEER 2,080 — 2,080
Depreciation P85 389 — 389
Fair value gains on investment properties BEWEZ KA A — 41,719 41,719
Other material items of income and expense: HAt#E RS HA -
Land premium late payment charges o i A 5 42,729 — 42,729
Income tax P 3Bt — 10,267 10,267
Additions to segment non-current assets 1T LB E 2 77 — 77
At 31 December 2011 R4
+ZH=1+—H
Segment assets TR R 2,650,651 1,136,354 3,787,005
Segment liabilities AR 2,047,616 165,007 2,212,623
BAEZREBERAT 75
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9.

76

SEGMENT INFORMATION (continued) 9. EFR @
Information about reportable segment profit or AFHERIBZEE - B
loss, assets and liabilities (continued) BAMEZER @)
Property Property
sales rental Total
ES kS MEME R
HK$’000 HK$’000 HK$°000
it e it e FHT
Year ended 31 December 2010 BE _EFE -FLE
A=t —HIEFE
Revenue from external customers BINEF I 5 — 7,855 7,855
Segment (loss)/profit 4y Ok 48) i (12,005) 26,606 14,601
Other information HoAth & R}
Interest revenue FE WA 1,773 1,233 3,006
Depreciation oreyg 216 — 216
Fair value gains on investment properties TG 2 N TE I R — 24,920 24,920
Income tax G — 3,319 3,319
Additions to segment non-current assets AR IE LB E 2 B 1,852 — 1,852
At 31 December 2010 W oE A
t=A=t—H
Segment assets 53 HB & P 492,146 859,114 1,351,260
Segment liabilities Pan 3= R 312,548 77,523 390,071

Zhuguang Holdings Group Company Limited
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ld
9.  SEGMENT INFORMATION (continued) 73 FB &R a0
Reconciliations of reportable segment profit or Bz aNE BELA
loss, assets and liabilities i 2 Bk
2011 2010
TR AR R R
HKS$’000 HK$000
T-#L Tio0
Profit or loss BE
Total profit or loss of reportable segments & ¥ 73 &8 2 % 5 44 %8 28,196 14,601
Unallocated amounts I3 e 4 R
Other corporate expenses * HoA A ZE B S+ (20,238) (9,460)
Consolidated profit for the year AR JE G T R 7,958 5,141
Assets ¥
Total assets of reportable segments R ER 2 4K 3,787,005 1,351,260
Unallocated amounts I3 i 4 FH
Other corporate assets HoAth 4> 2L 1,762 1,628
Consolidated total assets AEE G E 3,788,767 1,352,888
Liabilities ff
Total liabilities of reportable segments BT HBA 2,212,623 390,071
Unallocated amounts NG|
Other corporate liabilities L Ath £ 2 £ i 323,117 2,549
Consolidated total liabilities e =R 2,535,740 392,620
* Other corporate expenses include the following: * HoAt A ZEBH AT -
2011 2010
S R R4
HK$’000 HKS$’000
T Tt
Other income HAh g A — (65)
Unallocated administration and AT AT B S
finance costs RS A 20,238 9,525
20,238 9,460
—E-—EER HKAZBREMERA T 77
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10.

78

SEGMENT INFORMATION (continued)
Geographical information

All the revenue generated by the Group for the two years ended 31
December 2011 and 2010 were attributable to customers based in
the PRC. In addition, majority of the Group’s non-current assets are

located in the PRC. Accordingly, no geographical analysis is presented.

Revenue from major customers

During the year ended 31 December 2011, the Group’s total revenue
was derived from one customer of the Group’s property rental

segment.

During the year ended 31 December 2010, revenues derived from
the Group’s largest 3 customers which accounted for 10% or more
of the Group’s total revenue amounted to approximately
HK$3,666,000, HK$2,749,000 and HK$1,440,000 respectively. These

revenues are attributable to the property rental segment.

OTHER OPERATING EXPENSES

Vg 3920
o & R

REMBE -F——HE R _F-FHF
T H =4 B WA AR BT A U
SR APEZHS - k> AL
ZRERSY I i B AL P
L SI 4 40 85 A 4R ) 2 [ o AT o

KHERE P 2R

HREE_E—-—F T+ =1T—H1
AERE > ACAE B AR 55 2K A AR BB Y
WEMENTH —ZEF -

WEREEZ—FFE+ A=+ —HIk
R ARERR A =ZKEF 24wt
A A A5 10% B DL s 4 A A
3,666,000% JC ~ 2,749,000%5 J0 J%
1,440,000% 70 » 3258 a5 B P 2580
s o

10. ol 5845 BH X

2011 2010

e R

HK$’000 HK$’000

T#x T

Land premium late payment charges AN 42,729 —
Other taxes Ho A A 1H 8,327 1,292
Others HoAth 99 185
51,155 1,477

Zhuguang Holdings Group Company Limited
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11. FINANCE COSTS

11. BUVE AR

2011 2010
e S 3 “E T
HK$’000 HK$°000
T#x THs T
Finance lease charges il i FH B BH 41 58
Interest on bank loans wholly repayable JELITS AR TN 7R U R
within five years ZAERATRRRE 9,559 2,851
Interest on Senior Notes wholly repayable — ZF i 11 4F [y & B fif 2
within five years AR R 2,055 —
Total borrowings costs BB R AS 11,655 2,909
Amount capitalised B &R (1,299) (2,851)
10,356 58
4
12. INCOME TAX 12. Pifihi
2011 2010
R4 —E R
HK$’000 HK$’000
T#L THs 7T
Current tax B A 5t 15
PRC Enterprise Income Tax R A ZE T AR 6,095 827
Deferred tax (note 33) AE S B I (B 5E33)
PRC Enterprise Income Tax R A ZE T 1S 4,172 2,492
10,267 3,319

No provision for Hong Kong Profits Tax has been made as the Group

did not generate any assessable profits arising in Hong Kong for both

years.

Subsidiaries established in the PRC are subject to PRC Enterprise
Income Tax at 25% (2010: 25%) based on existing legislation,

interpretation and practices in respect thereof.

According to the PRC enterprise income tax law and the relevant
PRC issued implementation regulation, the Group is subject to PRC

withholding income tax of 10% on the gross rental income (2010:

10%).

e

FH P A B A 408 1 T 4 B2 ST 0 A
7 LA T MR B I A o I e
WA BAE 4 -

R A B BATIRB] - 2R S > 7
Fp ] B ST 2 B RS N R 2B A AN 259 (T F
— B 25%) X A EERL -

R 45 ] A 3 iy 45 B 0k B v [ 5 AT 2
AR BB A R > A B 2R 4 A Bl A
B Z10% (F—F4 1 10%) S
B A0 T AR
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12.

13.

80

INCOME TAX (continued) 12. m%ﬁ (#8)
The reconciliation between the income tax and the product of profit JUT A% Bt B[ ol 17 Jas 1) e LA FH B % e
before tax multiplied by the applicable tax rates is as follows: BEZ BT -
2011 2010
- —E R
HK$’000 HK$’000
T#x T#T
Profit before tax 5% i iy Ve ] 18,225 8,460
Tax at the applicable rates in A B ) A IR 2
the jurisdictions concerned Bl HRFHE 2 BLIA (7,494) (1,598)
Tax effect of income that is not taxable TR B A 2 BLTS 50 28 (724) (483)
Tax effect of expenses AN RN B S 2 B R
that are not deductible 17,793 2,231
Tax losses not recognised KRR Z BB 1 90 3,169
Tax effect of temporary differences not KRB R £
recognised Tl 85 5 2B 602 —
Income tax EET) 10,267 3,319
PROFIT FOR THE YEAR 13. 74P BE i A
The Group’s profit for the year is stated after charging the following: A B2 B 2 A AE B e R 2 AN BR LR 45
TE -
2011 2010
R4 “E-FHF
HK$’000 HK$°000
T# L T
Auditor’s remuneration 1% BB T <52
— Audit — At 1,100 900
— Others — HoAth 720 800
1,820 1,700
Depreciation e 611 431
Direct operating expenses of investment FEAETHG WA Z R EYE
properties that generated rental income 2 H S — 3,081
Exchange loss TE 52 Jie 481 — 160
Operating lease rental in respect of land e T A B A
and buildings 1,106 1,210
Staff costs including directors’ emoluments £ T8 A (345 3 45 B 43)
— Salaries and allowances A MOEE R 8,403 5,284
— Retirement benefit scheme — B RAE A Ak
contributions 238 125
8,641 5,409

Zhuguang Holdings Group Company Limited
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DIRECTORS’ AND EMPLOYEES’

EMOLUMENTS

The emoluments of each director are as follows:

Year ended 31 December 2011

14. HFKIEBZM4E

HEFM T

BEZF T A= HILE
4

Retirement
Salaries and benefit scheme
Fees allowances contributions Total
BARH A
Name of director W4 e i A B ik 3 Bk R
HK$°000 HK$°000 HK$’000 HK$’000
T T#L T T#x
Liao Tengjia B 1 — 450 — 450
Chu Hing Tsung, alias Zhu Qing Yi KRB (L4 K E ) — 450 — 450
Chu Muk Chi, alias Zhu La Yi RIRZ (AR = 450 — 450
Huang Jia Jue R — 450 — 450
Leung Wo Ping JP BRI Rt 205 — — 205
Liang Tongying (Note (b)) PIEE (R (b)) 43 — — 43
Zhang Jianqi [gadn) 205 — — 205
Zhou Chunsheng (Note (c)) JiE A (B3 () 148 — — 148
Total k] 601 1,800 — 2,401
Year ended 31 December 2010 BEE-ZFEFT+HA=1+—HI14
FE
Retirement
Salaries and  benefit scheme
Fees allowances  contributions Total
RIRAER
Name of director EHEA W Hrd Jo FHEE M
HK$°000 HK$°000 HK$’000 HK$°000
THITT THTT T T
Liao Tengjia B 1 — 300 — 300
Chu Hing Tsung, alias Zhu Qing Yi KRB (L4 K E ) — 300 — 300
Chu Muk Chi, alias Zhu La Yi RIRZ (LR — 300 — 300
Huang Jia Jue R — 300 — 300
Chiu Kong (Note (a)) 4 (BT (a) — 25 1 26
Leung Wo Ping JP VLIRS (Ex 180 — — 180
Zhang Jianqi [ 180 — — 180
Zhou Chunsheng (Note (c)) JiE A (B3 () 180 — — 180
Total k] 540 1,225 1 1,766
Notes: Bt
(a) Resigned on 1 February 2010 (a) AT B T4 H— H BT
(b) Appointed on 28 October 2011 (b) AR A A N HERAT
(c) Resigned on 28 October 2011 (c) BT A H BT

There was no arrangement under which a director waived or agreed

A TR 37 486 S S R o S BT R AT
il < 2 %2 BF

to waive any emoluments during the year.

“E-—HFFRH EKAZREERRDA 81



Notes to the Financial Statements

Yo 5 e Y ke

For the year ended 31 December 2011 HZ—ZE——F+-A=+—HLEE

14. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (continued)

The five highest paid individuals in the Group during the year
included 2 (2010: 2) directors whose emoluments are reflected in
the analysis presented above. The emoluments of the remaining 3

(2010: 3) individuals are set out below:

14. ¥ KRB ZM 4 o

ER G AL RS A2
fr (2B —FAF of) BESE > WEZ
P < C 7 LB AT R B o R 3L
(ZF T - 3 Jem#F N L2

T
2011 2010
e e
HK$’000 HK$’000
T# 0 T
Salaries and allowances 4 M RG 2,254 1,769
Retirement benefit scheme contributions HRAAAE A 51 E L 2K 35 31
2,289 1,800

The emoluments fell within the following band:

P B 2% LA LN 2 ABnE

Number of individuals

N
2011 2010

i “EE

Nil to HK$1,000,000 % %1,000,000%5 7T 3 3

During the year, no emoluments were paid by the Group to any of
the directors or the highest paid individuals as an inducement to

join or upon joining the Group or as compensation for loss of office.
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15.

16.

17.

Notes to the Financial Statements
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For the year ended 31 December 2011 HZ—E——F+-A=+—HLEE

PROFIT FOR THE YEAR ATTRIBUTABLE
TO OWNERS OF THE COMPANY

The profit for the year attributable to owners of the Company
included a profit of approximately HK$19,182,000 (2010:
HK$17,597,000) which has been dealt with in the financial statements
of the Company.

DIVIDENDS

The directors do not recommend the payment of any dividend (2010:

nil) in respect of the year.

BASIC EARNINGS PER SHARE

The calculation of basic earnings per share is based on the profit for
the year attributable to owners of the Company of approximately
HK$16,659,000 (2010: HK$5,141,000) divided by the weighted
average number of ordinary shares of 2,459,393,955 (2010:
2,272,808,902) in issue during the year.

There were no dilutive potential shares during the years ended 31
December 2011 and 2010. Therefore, no diluted earnings per share

have been presented.

e

15.

16.

17.

A2 vil A\ AN AR AR
Ji€ i

A FV A N REAG AR AR B i A 5
i A s w] B R A i R T R A
19,182,000 o5 ( = &F — F A4
17,597,0005 7C) ©

JBe B

HERERAFEEANRBEEMBELE (CF
—EAE ) o

g JBe 2 AR 2 1

g Je FE A B R ' F5 A AR BE AR N WA
I MEALG 7 R £716,659,0009 90 (—F—%F
4F 15,141,000 70) B LAAE A 2 81T
W 2 N RET- 2 #2,459,393,955 % (—
T4 1 2,272,808,9020%) FIH o

WE—F R F T A
Sb ORI R S 2
Wty > WL 9 6 PR L o
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18. PROPERTY, PLANT AND EQUIPMENT 18. ¥ ~ Wi Kt

Office
equipment,
furniture and Motor
fixtures vehicles Total
At
L3095 il ok
HK$°000 HK$’000 HK$°000
T T T T TH#ETT
Cost A
At 1 January 2010 W _F—-FFE—~H—H 768 2,663 3,431
Additions NE 174 1,678 1,852
At 31 December 2010 and e e S
1 January 2011 TFZA=Zt—HRK
— & ——F—H—H 942 4,341 5,283
Acquisition of subsidiaries AT B T o 2 8 — 8
Additions NE 121 — 121
Disposal of a subsidiary B B 2 7 — (2,663) (2,663)
Exchange differences T 5, 2 78 10 — 10
At 31 December 2011 R
+—-H=+—H 1,081 1,678 2,759
Accumulated depreciation Bl i
At 1 January 2010 Wo_EF—-FE—~J—H 95 2,663 2,758
Charge for the year AR B 3 235 196 431
At 31 December 2010 and A ERAR
1 January 2011 TFZA=Zt—H K
.
330 2,859 3,189
Charge for the year ASAE T B 3 275 336 611
Disposal of a subsidiary 05 B R S i — (2,663) (2,663)
Exchange differences [ 5, 2 A1 3 — 3
At 31 December 2011 T E AR
+ZA=+—H 608 532 1,140
Carrying amount W Thi i
At 31 December 2011 B B4R
+=H=+—H 473 1,146 1,619
At 31 December 2010 WA
+oA=+—H 612 1,482 2,094
As at 31 December 2011, the carrying amount of office equipment R E—— A= — AR %EE

DR AR AR 2 BN = R RO
1 T (B 4 A0 B 21,0000 o0 K
1,146,000 7T (- —ZF4E 1 29,0004k
J6 M 1,482,00045 C) °

and motor vehicles held by the Group under finance leases amounted
to approximately HK$21,000 and HK$1,146,000 respectively (2010:
HK$29,000 and HK$1,482,000 respectively).
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19. INVESTMENT PROPERTIES

19. HEYE

2011 2010
e SR 3 TR R

HK$°000 HK$°000

T T o0

At 1 January w—H—H 839,317 150,733
Exchange difference [ifE bd, 7= % 48,709 5,796
Acquisition of subsidiaries WA S T Ja A ) 166,221 657,868
Fair value gains AN PE AR 41,719 24,920
At 31 December BT —H=+—H 1,095,966 839,317

(a)

e

During the year ended 31 December 2011, the Group
purchased certain investment properties through acquisitions
of subsidiaries. The directors of the Company are of the
opinion that the acquisition of subsidiaries are in substance
acquisitions of assets, instead of an acquisition of business,
and therefore were not accounted for as business

combinations.

As at 31 December 2011, all the Group’s investment
properties, situated in Guangzhou, the PRC, are held under

medium-term leases.

All of the Group’s investment properties held under operating
leases for rental purposes are measured using the fair value
model. The fair value of the Group’s investment properties
at 31 December 2011 was based on a valuation carried out,
by reference to market prices of comparable properties and
weighed against all the respective advantages and
disadvantages of each property in order to arrive at a fair
comparison of values, by Greater China Appraisal Limited.
Greater China Appraisal Limited is an independent qualified
professional valuer not connected with the Group with

substantial experience in valuation of properties.

As at 31 December 2011, all investment properties (2010: nil)
were pledged for the Group’s bank loans (details of which

are set out in note 30(b) to the financial statements).

RBE-F-—F+HA=1
— HARAERE > AR 4R B2 i i
A T B 2 R i B
AR A EE o R 2 WSO R 2 )
FH BRSO S E TR W
EH o WM AT S ER A
i -

BB b=
H o S BT A R 2 B
M > e L4
H o

A [ i A DA RS R A 5 A A
AR & 2 BB TR AT
Ert & o AL EY R =
F-—HFt+H=F+—HZA
P EE T EARA R 2%
WEREY R EE I
AR R Y S A 2 B
P B B R A B A (AR
A2 B AT /YA (F
FE o WHFHEARAA K
SR A ) G B 2 2 S S B R
SOERT AL AT o Y SERTAG T
T HE A e AR B o

WoE - H =1 —
H> meEREWECE-=F
AR ) BEAE B AR SR ERAT B
PR HEAT i CFF BRI 7 B 5
LI EE30(b)) °
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19. INVESTMENT PROPERTIES (continued) 19.

(d) The Group leases out all investment properties under
operating leases. The leases are fixed for a term of six years.

None of the leases includes contingent rentals.

As at 31 December 2011, the Group’s total future minimum
lease payments under non-cancellable operating leases are

receivable as follows:

BREVE @

(d)  AELEMRIFLEMHE WA
BB o EWE BN -
BRI AR SRS -

W — A+ =+
H oo A 45 AR 4 R AT figk B 1 58
L A AR 2 i 1 R A L

K FHE
2011 2010
- S 3 ZE TR
HK$’000 HK$’000
T# G THT
Within one year — 4N 86,000 —
In the second to fifth years inclusive 5% — % % #.4F (45 & B W 4F) 389,203 —
Over five years TAERLE 26,448 —
501,651 —
20. PREPAYMENT FOR PROPERTIES 20. Wk B TAT K O
ACQUISITION

As stated in note 37(a) to the financial statements, partial
consideration of HK$15,000,000 for purchase of investment
properties through acquisition of subsidiaries was satisfied by the

offset against the Group’s prepayment for properties acquisition.

21. PROPERTIES UNDER DEVELOPMENT 21.

(a) As at 31 December 2011, the Group’s properties under

development included the following:

(i) The Group’s properties under development with total
carrying amount of approximately HK$372,495,000
(2010: HK$330,201,000) were located in Nansha
District, Guangzhou, the PRC (“Pearl Nansha Scenic
Project”). A certificate of land use rights was granted
whereby the Group has the land use rights over the
properties under development for a term of 70 years
for residential use, 40 years for commercial use and
50 years for others commencing from 22 December
1997.
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01 EA S 3 B R 37 (a) T A o 37 i i
B JBS 2 F M E G W S AR e AU
15,000,000 7T DA I 2 42 13 Wi Hig 1y 2
TEAT 3 7 AL o

FROPYIE

(@ MOE AR A=t
Ao ARERERFNER

LR

(1)

A B RE T AR R A
372,495,0009 7C (& —
FAF 1 330,201,0007 I0)
4982 177 v [ O 7 R
[ 1) 5% e o i 2 (T 2K
Jte M HIFIEAD -
A 4E 8 E LA AH B 1
il RERE > AMEEEH
o P E s K A
g R ) S L
FREE W 2 0l 2 £+
R4 (B
—JLILEETZAZT
ZHRFH .
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21. PROPERTIES UNDER DEVELOPMENT

(continued)

(a) As at 31 December 2011, the Group’s properties under

development included the following: (continued)

(i)

(ii)

e

(continued)

As at 31 December 2010, the Group’s properties under
development were pledged for a bank loan granted
to the Group. During the year ended 31 December
2011, the bank loan was fully settled and the title in
respect of the properties under development was
discharged.

On 5 September 2011, the Group acquired a property
development project through acquisition of the entire
issued share capital of Cheng Chang Holdings Limited
(“Cheng Chang”). Cheng Chang is an investment
holding company, together with its wholly-owned
subsidiary, Fully Wise Investment Limited (“Fully
Wise”) and 80% owned subsidiary, Guangdong
Hailian (collectively referred to as “Cheng Chang
Group”) are principally engaged in property
development. The principal assets held by Cheng
Chang Group are its properties under development
located at Tianhe District, Guangzhou, the PRC
(“Hailian Project”). Since the development of Hailian
Project has been suspended for years, the directors
are of the opinion that the acquisition of Cheng
Chang Group is in substance acquisition of assets,
instead of an acquisition of business, and therefore is
not accounted for as a business combination.

As at 31 December 2011, the Group’s properties under
development in connection with Hailian Project
amounted to approximately HK$1,685,654,000 (2010:
nil). A certificate of land use rights was granted
whereby the Group has the land use rights over a piece
of land for a term of 40 years for commercial use and
50 years for others commencing from 20 January
1999. The development of the land has been
suspended for years without government approval.

21, BRPYE @

(a)

e e =
S 6 8 8 o 3
5 ¢ )

(i)

(i)

ey Ly =
F—H o A G B
A 4 T A A
H — SELGRLAT £ 219 447
oo REE T
Ay =
B o ST B O
B o B b S0 T A
B 447 1 AL -

N FILA TR
Hoo 74 B2 25 2 A il
B A PR R (T9R
B1) 2 e #1TBA
Wil T — IR ) 3 5% R IE
H o mBRA R EHE
/AT Ry <)
AT B EEARA A
(M) KA BE80% Y
Wi Ja 2 W) B R (LR
RIEERE]) EERS
E S NS E L
AL REE R AR
R R T K [ ) %
By e (1 i B A
H1) o HREHIEE K
HECEIELE > #E
AR o WO A AR
Ry A > M0
W o B RER B 2
Bk

e K S i &
T—H - REEH G
Wi H B R h 2 B
#11,685,654,0005 7€ (—
F—FAF ) o ASEHE
B BRAS — B - fa ) RE
w o A P 2E R
b ) 35 2 2+ b
REAE 353 351 2 DU 4 R
A4 (B JULUE—
H A HERH o g
BOEFZA > REH
JFHEUE
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21.

88

PROPERTIES UNDER DEVELOPMENT

(continued)

(a) As at 31 December 2011, the Group’s properties under

development included the following: (continued)

(ii)

(continued)

Pursuant to a land grant agreement and a supplement
agreement dated 28 December 1994 and 5 April 1999
respectively (the “Land Grant Agreements”) entered
between Guangdong Hailian and Guangzhou
Municipal Land Resources and Housing
Administrative Bureau (the “Land Vendor”),
Guangdong Hailian obtained the land use rights at a
purchase consideration of approximately
RMB334,359,000 of which a sum of approximately
RMB302,051,000 was overdue. Nevertheless, pursuant
to the terms of the Land Grant Agreements, when the
first installment of the land premium of RMB9
million is paid, Guangdong Hailian is entitled to
obtain the certificate of land use rights. Upon
Guangdong Hailian paid up the first installment of
the land premium, the certificate of land use rights
was issued to Guangdong Hailian on 9 April 1999. In
August 2011, RMB17 million was further made as
partial settlement of the land premium. As at 31
December 2011, the outstanding land premium
together with the late payment charge payable in
relation to the land use rights amounted to
approximately HK$525,115,000 which were included

in accounts payable.

Zhuguang Holdings Group Company Limited

21. FERPWE @

() M_-F—-—HFF+_H=+—
Hoo A B2 [ 1 3% b 4 36 1

£

(ii)

(#8)

(%)

R 975 A SR W L ] T
B PR R R
(T J5 D) FT52m H
W4 Al By — Ju L AR |
“HZ+ANH R
JUED A T H Y L Hb
AR EMAAR (TL
WA > A
7O NN EUR
334,359,0007C 19 i B 1L
AT 1 (A s
A N5 302,051,000
JCA AT o SR ARE
b S IR AR
HEMENREOT BT
AT o BRI WA R
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T AR e A A
5% o b RE R A
— JLJLJLAE A JLH W)
BERIE S - R F
——4ENH - ARF17
H O TG ST B i AE
R 7 O A
—4FE+H=1—H>
A B e RE Y R 3
A5F b B I W AN 4 2y K
525,115,000 70 > 4§
TEEATHR K

Annual Report 2011



Notes to the Financial Statements

VA 5 % A Y ik

For the year ended 31 December 2011 HZ—E——F+-A=+—HLEE

21. PROPERTIES UNDER DEVELOPMENT

(continued)

(a)

e

As at 31 December 2011, the Group’s properties under

development included the following: (continued)

(ii)

(continued)

Pursuant to the Land Grant Agreements, if the land
premium payable is not settled within the scheduled
period, the Land Vendor has the right to cancel the
Land Grant Agreements and repossess the land
without any compensation to Guangdong Hailian. If
the Land Vendor decides not to terminate the Land
Grant Agreements, Guangdong Hailian will be
charged a daily penalty of 0.1% on the land premium
payable, subject to the relevant legislation,
interpretation and practices in respect thereof. In
addition, under the Land Grant Agreements, if
Guangdong Hailian fails to develop the land in
accordance with the terms and conditions of the Land
Grant Agreements (including those relating to the
specified use of the land and suspension of the land
development in excess of two years, such land may be
treated as idle land), the Land Vendor may issue an

order to forfeit the land.

21. FERPWE @

() M_-F—-—HFF+_H=+—
Hoo A B2 [ 1 3% b 4 36 1

£

(ii)

(#8)

(%)

MR L i R A R > A
R ASF £ K RE A 46 2 A
RS AE > A
TR 8 45 () NI )
JEE TR V6 g ol [l %
Moo A b 5 P E A
bk LR A W o
T T ZE AR PR AR B A
i~ T R A I
AR AF T A HL A 0.1%
ZHHE S o WA ]
P8 MR AR o AR
TR Wk o fE AR 1 Hb
F A A Z AR SR (f
15 5% 45 By T 4s 7
b A TR AR R
A7 BR 5 ) AT A A 2 R
T b A B R R S A
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21.

90

PROPERTIES UNDER DEVELOPMENT

(continued)

(a) As at 31 December 2011, the Group’s properties under

development included the following: (continued)

(ii)

(continued)

On 3 June 2011, the Land Vendor issued a notice to
Guangdong Hailian confirming the land was not

classified as idle land in accordance to the PRC law.

Subsequent to the reporting date, Guangdong Hailian
fully settled the outstanding land premium and is in
active negotiation with the Land Vendor for the
settlement of the late payment charge payable. In view
of the above and based on the legal opinion obtained,
the directors are of the opinion that Guangdong
Hailian is the sole beneficial owner of the land use
rights. The Land Grant Agreements are still valid and
the Land Vendor exercised its right under the Land
Grant Agreements and should honour its obligation
thereon and should not repossess the land.
Guangdong Hailian will be able to retain the legal title
of the land as the Group has fully settled the
outstanding land premium and hence, no idle land

fees should be imposed.

(b) Properties under development expected to be completed:

21, BRPYE @

(@ MOEAEF A=t
Ao ARERERFNER
e

(ii) (%)

WoF - —HEARNH=
H > 3 & 5 ) B A
V% tHom o TSR AR
FP R R W
Fy VB A o

HE AR RO
B R SO st A G A
i B - b B 7 7 Rk S A
WA o B DL E Pt
LR RER > &
RR I ORI 2
57 A 11 O — T 4 A
N o b M A R
AR BT AT I
TR T i B R R Y
AL SIE AT L b T 3R
B R AN R[] 5% - M o
Ji SR8 W T R B
BIETARE . WAL
I E 2 A R S AT
Hof o PRIBE - R R
[l & - 2 o

(b)  THHI I ) SR 1 2

2011 2010
—® -4 TR
HK$’000 HK$ 000
T#x THIT
Within normal operating cycle TN & 2
shown under current assets TE W & B LA 2,058,149 330,201
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21. PROPERTIES UNDER DEVELOPMENT 21. BRPWE @

(continued)
(c) The amount of properties under development expected to (c) TERY e — 4 A% 1] o
be recovered after more than one year is analysed as follows: PSRBT
2011 2010
S —EEE
HK$’000 HK$°000
T#T T#T
Properties under development Gy sk E'S 1,832,296 330,201
Apart from the above, all properties under development are DL EBRAL > A B S ) 2E T
expected to be recovered within one year. B —F N A FE -
22. ACCOUNTS RECEIVABLE 22. MR
The Group’s accounts receivable, representing rental receivable from ASEE 2 IR (FRAR A FLF 2 Ik
tenants, are due on presentation of invoices. TH4) it s B = R0 -
The aging analysis of accounts receivable, based on the invoice date, JRRE M M R 4 T A T A 2 RS 40 AT
is as follows: mFE
2011 2010
e R
HKS$’000 HK$’000
T#x T#T
Within 3 months =X PE RN 2,405 2,115
4 to 6 months P AN fE A 9,005 2,115
7 to 12 months tE+ENA 13,507 567
24,917 4,797
As of 31 December 2011, the above accounts receivable were past W oE——F+_HA=F+—0, ki
due for which the Group has not provided for impairment loss since JRE SR RO 5 B o i - B AL
the balances were fully settled subsequent to the reporting date. The 37 MR LU R TR A TR B A
Group holds rental deposits as collateral from the tenant. ERCINGE PR MR - AEE

FEAMFE 2B ERRMa
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23.

24.

92

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

Included in prepayments, deposits and other receivables are amounts

of approximately:

(a) HK$94,537,000 (2010: nil) representing deposit paid to a
construction contractor in order to secure the due
performance under a construction contract dated 1
November 2011. In the event of early termination of the
construction contract, the construction contractor shall
refund the deposit to the Group provided that such early
termination is not caused by any breach of provisions under

the construction contract.

(b) HK$15,951,000 (2010: nil) representing prepayment for
potential property investment to an independent third party
during the year ended 31 December 2011. However, no
definitive agreement has been entered and hence, the sum

was fully repaid to the Group in February 2012.

23.

(a) I F AR AT I ET 4
#194,537,000% 0 (—F —F
o) > BTHREAME CF
——Ft+—H—HMBEELMN
W TBAT - T 54 ) A8 4 i figk
B > 7 SRR P 2 1) A 4R [ R
EET A o TR AR A AR R AN 2
R 70 98 S A 5 A R R e -

(by REE_F——HFTZH=1
— H 1k AF B ) 8 S 5 =07 i T
e 3 BCE SCA TE A
15,951,000 76 (—F —F4F -
HE) o SR o N HEFT 7 A K b
o W Bemn —EF——
AETH m A H R BOR R o

RESTRICTED BANK DEPOSITS 24. ZZRUBIBAT ARk
2011 2010
R4 —E R
HKS$’000 HK$’000
T#x THs T
Guarantee deposits for construction of HEYEEEES
pre-sale properties 40,499 77,411
Pledged bank deposits (note 30(b)) HEHFERAT A7 AR i &
(P 5E30(Db)) 15,412 47,007
55,911 124,418

In accordance with the Administration of Pre-sale of Commodity
Premises Regulations of Guangdong Province, the Group is required
to place in designated bank accounts certain amount of pre-sale
proceeds of properties as guarantee deposits for construction of
related properties. The deposits can only be used for purchases of
construction materials and the payments of construction costs of
the relevant property project when approval from Guangzhou
Municipal Land Resources and Housing Administrative Bureau is
obtained. Such guarantee deposits will only be released after

completion of related pre-sale properties.

At 31 December 2011, the restricted bank deposits of the Group
denominated in RMB amounted to approximately HK$40,499,000
(2010: HK$124,418,000). Conversion of RMB into foreign currencies
is subject to the PRC’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign Exchange

Regulations.

Zhuguang Holdings Group Company Limited
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WoE-—AEF A=+ H s A
B DL RWERHE R Z PR H RT3 B
#140,499,000% o0 (= F — F4F
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25. BANK AND CASH BALANCES 25. SAT BBl &b
At 31 December 2011, the bank and cash balances of the Group W oE——F+_HA=+—0 &%
denominated in RMB amounted to approximately HK$868,000 M DL R 20 2 4R AT I B4 A R A
(2010: HK$13,795,000). Conversion of RMB into foreign currencies 55 868,000 o6 (W& — T A4F
is subject to the PRC’s Foreign Exchange Control Regulations and 13,795,000%670) o A [ S b
Administration of Settlement, Sale and Payment of Foreign Exchange 5P 2 CHM A AR ) B (5 T ~
Regulations. FEE T AoF RE A8 PR AR E D) ©
26. ACCOUNTS PAYABLE 26. MEATHR
The Group’s accounts payable comprise the following: % S ] 1 JE AT B R LA
2011 2010
R4 —E -
HKS$’000 HK$’000
T#x T#T
Land premium payable (note 21(a)(ii)) JREAT ML (B k21 (a) (i) 351,611 —
Land late payment charge payable JRE AT - 8 A 4
(note 21(a)(ii)) (Bf5E 21(a) (i) 173,504 —
Construction fee payable JE A< 25 2 ) 7,528 1,058
532,643 1,058

The aging analysis of accounts payable, based on the payment due

date, is as follows:

ST R g A5 S B A BB A 2 Rt 43
Franw

2011 2010

- —EEAE

HK$’000 HK$’000

T THT

Within 3 months “MAA BN 7,255 799

4 to 6 months LS (il 26 259

Over 1 year —4EP 525,362 —
532,643 1,058
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» 4
27. PROCEEDS RECEIVED FROM PRE-SALE  27. Bfi¥ 38 MO 2 Bi #45%
OF PROPERTIES JH
Proceeds received from purchasers in connection with the Group’s HRALEHR A EEWEE RO T
pre-sales of properties to be settled after more than one year are R E B — FERA AT
analysed as follows:
2011 2010
S —EFE
HK$’000 HK$°000
T#T TH#IT
Settled after more than 1 year iR —F R 20,593 223,039
Apart from the above, all proceeds from pre-sale of properties are PLEBRAN > A & Y EBOR 2 5
expected to be settled within one year. AHHBR —FENEEH -
28. ACCRUALS AND OTHER PAYABLES 28. gg w2 B I b ME A %
2011 2010
gk Y
HKS$’000 HK$’000
T#x T#T
Consideration payable JE AT ACAE 32,794 —
Rental deposits received s B LB i 4 13,815 1,410
Other creditors and accrued charges oAt EAT 3R K B wE A 121,184 26,856
167,793 28,266
(a)  The Group’s consideration payable was arisen from the (a)  AGEERYREAHCAE A B % g
purchase of investment properties through acquisition of LA pAEl S=Ei g -Cy/E A
subsidiaries. It was fully settled in February 2012. JEAHER —F——HF A%
AT -
(b)  The Group’s rental deposits received are expected to be settled (b) A SE F B L e 4 TE 0T
after more than one year. i — AR E R -
29. AMOUNT DUE TO THE ULTIMATE 29. MEAT 5 2 PR 2 7 3k
HOLDING COMPANY
As at 31 December 2011, the amount due to the ultimate holding W oE——F+ A=+ —H - A
company is unsecured, interest free and repayable on demand. H S PE FBE 2 W) TR B SR~ A B R
FEEOR AR
94 Zhuguang Holdings Group Company Limited Annual Report 2011
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30. BANKAND OTHER BORROWINGS

30. 47 R IEAbAT

2011 2010
S R R
HK$’000 HK$’000
T#L TH#oo
Bank loans — secured RATER — A KA 317,679 81,199
Senior Notes — secured BB — A KA 468,974 —
786,653 81,199
(a) The bank and other borrowings are repayable as follows: (a) JRE 2 9 SR AT B FCAtb £ K A
o
2011 2010
TR R R
HK$’000 HK$°000
T#L THs T
Bank and other borrowings SRAT B HAth A K
On demand or within one year R EOR B — N 65,623 —
In the second year AR 66,081 —
In the third to fifth years, B F AR
inclusive (B4 E B W 4F) 654,949 81,199
786,653 81,199
Less: Amount due for settlement /D [ DS PNl 21
within 12 months (shown LA FXIE
under current liabilities) (B A i 8 £ i) (65,623) —
Amount due for settlement T AR A A% B 45 5 0 R OAE
after 12 months 721,030 81,199

e
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30. BANK AND OTHER BORROWINGS 30. 84T B H AL A X
(continued)
(b)  Bank loans (b)  HRATEXK

As at 31 December 2011, the bank loans were secured by the

following:

(i) all the Group’s investment properties (2010: nil);

(ii) the Group’s pledged bank deposits of approximately
HK$15,412,000 (2010: HK$47,007,000);

(iii)  charge over the entire issued share capital of the
Company’s subsidiaries, Big Wisdom Limited,
Diamond Crown Limited, Graceful Link Limited,
Light-Up Investments Limited and Speedy Full
Limited (2010: nil); and

(iv)  assignment of all rental income from the Group’s

investment properties (2010: nil).

The bank loans are arranged at floating interest rates and
expose the Group to cash flow interest rate risk. As at 31
December 2011, the effective interest rates on the bank loans
ranged from 4.9% to 6.6% (2010: 6.4%) per annum.

As at 31 December 2011, the bank loans with total carrying
amount of approximately HK$317,679,000 (2010: nil) are
denominated in HKS$, currency other than the functional

currency of the relevant group entities.

96 Zhuguang Holdings Group Company Limited

e = SR
H o BATHEHE T & HE
i

(i) ALEEZ AR EY %
(T —FAE )

(i) AKH 2 AT SRAT A7
#115,412,000% 70 (— %
—ZE4 1 47,007,000
Jo) s

(i) AAFMBEARREA
B A B R A R
A~ B BRA R - 5
B AT BR A F R

HIRA Az 2B 817
BEARZ M (- F—F
AR ) 5 K

(v) AR T ) 20 1
[ B AL M A SR (=
T ) ¢

AT AR A R L > &
A A2 (9] T B 4 O M) R AL o
W oE——Ftr =+
H o 8047 8300 B BR 4 A A
T4.9%%6.6% (. F—F4HE
6.4%) °

WoE—— g+ T H =
H o DIAR B 4 )5 A8 oh Rk &

DLANI B W T & ST AR AT
U T AR A #9317,679,000 4%
JG (AR ) o
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30. BANKAND OTHER BORROWINGS

(continued)

(c)

e

Senior Notes

Pursuant to an investment agreement dated 6 December 2011
(the “Investment Agreement”), a wholly-owned subsidiary
of the Company, Zhuguang Group Limited (“ZGL”) issued
secured and guaranteed senior notes in an aggregate principal
amount of HK$500 million (the “Senior Notes”) to Silver
Prosper (BVI) Investments Limited (“Silver Prosper”) on 21
December 2011 (the “Issue Date”). The Senior Notes are
interest-bearing at 15% per annum calculated by reference
to the principal amount thereof and interests are payable by
seven instalments in March 2012, June 2012, December 2012,
June 2013, December 2013, June 2014 and December 2014.

The Senior Notes shall be redeemed on the earlier of (i) 21
December 2014 and (ii) the date falling on the 30th day after
the date on which the certificate of completion in respect of
all the units making up the sale of 80% of the total saleable
gross floor area in the completed Hailian Project (the “Sale”)
has been issued and notification of delivery of each of such
units has been delivered by Guangdong Hailian to the
respective purchaser in the Sale. ZGL is allowed to early
redeem the Senior Notes subject to the terms specified in the

Notes Instrument dated 21 December 2011.

The Senior Notes are accounted for as financial liabilities,
initially at fair value, net of transaction costs incurred, and
subsequently measured at amortised cost using the effective
interest method. The effective interest rate applied is 17.2%

per annum.

30. ST B ALMBAE K @

(o)

1S R

S

WA —F——HF+A
N H 2 BCE Wk (T IRE B
) o RN EZ A E B A
WOt E A RA A ([BROLE
m) R —FE—-—F+ A+
— H ([347 H 1)) m 4R B (BVI)
BE AR A (TSR ]) 8817
& H A 1£500,000,00045 6.2
A HCHR B B A R e R ([
ST - BERBRSEH
A 4 4 R AT R B AR HE15%
ZEMEFE AT
=H - OEF-THERH O
— A ZFE SR
H>ZF—=1+_H =%
— AN A R AR
AR IR o

BRREEN O - F —ME+
H =t —H &Gl e s
1V Bk TEH ] B A M TR AR
80% ([ EHIH]) 2 rfF BAL
256 WL B L LR RO
BATIERC S =y N
BT 2 A A 4 AR B T A H B
%30 H B[] (DL 3 2 vE) -
TR A 1A o i O ] e
B AT AN - F——4F
oAt —HZEELRER
GG KT L RR

1Bl S BR O 1 G T B AR
BTN TE (FNBR B E AN
Gy RAR) WERR, S BR ) E A
DA AR SIIE o SRV E
B AFE R 7517.2% »
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30. BANKAND OTHER BORROWINGS

98

(continued)
() Senior Notes (continued)

The Senior Notes are secured and guaranteed by:

(i) a second fixed charge over the entire issued share
capital of ZGL, Cheng Chang and Fully Wise and the
related rights;

(ii) 80% equity interests in Guangdong Hailian;

(iii)  security assignment of all of the rights and interests

in respect of certain intra-group loans; and

(iv)  guarantee executed by the Company’s director, Mr.
Chu Hing Tsung (alias Mr. Zhu Qing Yi).

Zhuguang Holdings Group Company Limited

30. ST B ALMBAE K @

(o)

SRR ()

PSR TR i LR A TEAR AT K
PEAR

i) BHOLEH - WA KEE
EWEBETRAZE
UCAHRC B A B E AR

(i) A 2 80% M 45

(iii) A TEBENERZ T
A REF K RE £5 2 KA 4
il 5 M

(iv) AN AL E R BER R

(4 R B S ) A5
ZAELR -

Annual Report 2011



Notes to the Financial Statements

VA 5 % A Y ik

For the year ended 31 December 2011 HZ—E——F+-A=+—HLEE

31. FINANCE LEASE PAYABLES

31. B AL RE AT K

Minimum Present value of minimum
lease payments lease payments
AL A 2% 5 AL B 4 sk B
2011 2010 2011 2010
B T e Z = == e S
HK$°000 HK$°000 HK$’000 HK$’000
TH#n T T T#T
Within one year —4ERA 388 388 363 347
In the second to fifth years, inclusive £ —. % 55 FL4F
(B4 R W 4F) 393 781 383 746
781 1,169 746 1,093
Less: Future finance charges T SRR A PR (35) (76) N/A N/A
Present value of lease obligations HEREBE 746 1,093 746 1,093
Less: Amount due for settlement W AR
within 12 months (shown B 1A 45 B0 oA
under current liabilities) (BIAE i 8 2 1R) (363) (347)
Amount due for settlement A AW A 1%
after 12 months S W45 A 0 K E 383 746

It is the Group’s policy to lease certain of its office equipment and
motor vehicle under finance leases. The lease terms range from 4 to
5 years. As at 31 December 2011, the effective borrowing rate was
5.9% (2010: 5.9%) per annum. Interest rates are fixed at respective
contract dates and thus expose the Group to fair value interest rate
risk. All leases are on a fixed repayment basis and no arrangements
have been entered into for contingent rental payments. At the end of
each lease term, the Group has an option to purchase the underlying

asset at a nominal price.

The Group’s finance lease payables are secured by the lessor’s title to

the leased assets.

e

LR A A A R A
TR o S A AL T (Y BRI
AT & AR o h ZF——4F
FoA=+T 0 R E
FERFF5.9% (- F —~F4E
5.9%) o FIZ [ %A 40 H A
R > B It AR 4 I ZE R 2 A
A I 2 R o BT R T 2
WfE s > G AERT S AT ] 2k R
T4 AT R HE o AT AS R
IBr > A2 B G REE 5 D) R UM
A B E AR S A o

A ] 2l AR R A R LA

AR B 1 B A A
LTI
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32.

33.

100

AMOUNT DUE TO A NON-
CONTROLLING SHAREHOLDER OF A
SUBSIDIARY

On 25 April 2011, Guangdong Hailian and its non-controlling
shareholder entered into an agreement pursuant to which its non-
controlling shareholder agreed to settle certain debts owed by
Guangdong Hailian at a total consideration of RMB300 million.
Guangdong Hailian recognised this RMB300 million as a loan due
to its non-controlling shareholder which is non-interest bearing with
no definite repayment schedule but shall be repaid upon proceeds
received from purchasers in connection with Guangdong Hailian’s
pre-sale of the properties under development. During the year,

approximately RMB22,443,000 was repaid.

In order to comply with the covenants applied to ZGL under the
Investment Agreement and Senior Notes (note 30(c)), ZGL shall
procure that, so long as any Senior Notes remain outstanding,
Guangdong Hailian shall not repay any indebtedness owed by it to
its non-controlling shareholder. As a consequence, a supplemental
agreement was entered between Guangdong Hailian and its non-
controlling shareholder in December 2011, under which both parties
agreed the loan due to the non-controlling shareholder shall be repaid

after the full redemption of the Senior Notes.

DEFERRED TAX LIABILITIES

The following are the major deferred tax liabilities recognised by the

Group, and the movements thereon, during the current and prior

32.

33.

KA — ] B )8 2 i Yy —
%5 JE 4 B B sk K

WoF——4FENH T HH - EEE
Wi T L I 128 FRe e ST 7 — JE W ok o B
M FIE PR R E & LA AE AR
#5300,000,000 TG 45 5. J5E ORI BT X 45 T
fif B - BRI B R AR
300,000,00075 24 JIr 2R H: I 422 B B R 1)
J2 L4 1A e O R (H U B R
VRV 1 TR A R P ) 2R A B £
AR - RAEE > HARWK
22,443,0000C £ fE # ©

ERESENS-N T V& T A S
L A (M sE30(c) > Bt
B R A B AT Al 4 S AR ok
iR TR SR W R B H i R HL R
B B R P AT AT RS o DRI > T R0V TG
B IEPE R RO R —— 4+ A
I — i R R PRI R
JREASH 422 e o A 3 2R A 7% BB R 1B
LRI -

3B 9iE L 5 £ 4

T ASAE BE RO AR BE AN A T O Afe
< EERERIHA B L ILEH M -

year.
2011 2010
e R
HK$’000 HK$’000
T#xL T#T
Revaluation of investment properties ®EYEEA

At 1 January w—H—H (55,679) (5,526)
Exchange difference ifE 5, 2= %A (3,271) (250)
Acquisition of subsidiaries WSt 6 B T 2 ) (10,720) (47,411)

Charge to the consolidated income AR AR T A A WA i 3 S8
statement for the year (4,172) (2,492)
At 31 December Bt =HA=+—H (73,842) (55,679)

At 31 December 2011, the Group had unused tax losses of
approximately HK$25,562,000 (2010: HK$13,173,000) available for
offset against future profits. No deferred tax asset has been recognised
in respect of such losses due to the unpredictability of future profit
streams. The above unused tax losses will expire after five years from

the year of assessment they relate to.

Zhuguang Holdings Group Company Limited

RoE——Et+ T H=+—H > &%
9 A A ) B P s 1 40 25,562,00095 TG
(T F—F4 1 13,173,000% 50) 7] AR
G A A o ph i R AR A 2 AN
AT FE B 5 W Ak R 4 s 1R R AR R
FERLTE G o bl R Bl B TE s 4R
A HH BE R B AE B AR AR E Y
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34. SHARE CAPITAL 34, A

Number of shares Share capital
B % JBe A
2011 2010 2011 2010
A CEF-FF ZR——f “F-FF
HK$’000 HK$000
T#x T
Authorised: B
Ordinary shares of HK$0.10 each BT (0. 103 70 2
A 4,000,000,000  4,000,000,000 400,000 400,000
Issued and fully paid: AT BB A
Ordinary shares of HK$0.10 each BREH. 0% T L
1
At 1 January w—=H—H 2,430,592,152  2,268,820,000 243,059 226,882
Issue of shares BT Ik d 38,227,848 161,772,152 3,823 16,177
At 31 December RrZA=+—H 2,468,820,000  2,430,592,152 246,882 243,059

On 1 April 2011, 38,227,848 new ordinary shares of the Company
was issued and allotted as fully paid for the purchase of certain
investment properties through acquisition of subsidiaries. The new
shares rank pari passu in all respects with the existing shares of the
Company and resulted in an increase in share premium of
approximately HK$98,771,000.

Capital management

The Group actively and regularly reviews and manages its capital
structure to ensure optimal capital structure and shareholder returns,
taking into consideration the future capital requirements of the
Group, prevailing and projected profitability and projected operating
cash flows. The directors regard equity including all capital and
reserves attributable to owners of the Company as capital, for capital

management purposes.

The only externally imposed capital requirement is that for the Group
to maintain its listing on the Stock Exchange it has to have a public
float of at least 25% of the shares. The Group receives a report from
the share registrars monthly on substantial share interests showing
the non-public float and it demonstrates continuing compliance with
the 25% limit throughout the year. As at 31 December 2011, 47.2%
(2010: 46.4%) of the shares were in public hands.

e

R E A H > AR A
318 T I O Jo 2 D T I R A T AR
BEAT M E %% 38,227,848 I 1 VE 2 B2
LRI o W% AT EEAT Iy AL
A LA By A BT A 7 T A = A W A RE
fin > M EUAS 48 T 2 B v AR B £
98,771,000% JC °

AR

A A AR M % 7 0 A vt I B L AR
KN > LR R 2 BUR L B A AL 1)
e R4 {3 do i [l o i B O TR R L5
AL HREARTR - BT RHE 2
BAGE N R EEB SR E - $E
BN - EHAHE R (AL
A N EAG B A B A L Gl SR E
7 o

A% [ Ml — JEIE S 2 AN E AR K E By
KRR I 0 T W 52 o LT 2 N AR I R
MK 25% © A4S LA T WU AR =
ok QR IS /N (A N w2
HE 4 2 A > BRI N — BT
25% Rl Z HE o R ZF——4FE+ A
=1 —H > B2 NSRRI F547.2%
(CZE—FAF 1 46.4%) °
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35. STATEMENT OF FINANCIAL POSITION

35. ARA 2 BHR PR

OF THE COMPANY
2011 2010
e e
HK$’000 HK$’000
T T T
Property, plant and equipment W - WE Rkt 197 384
Investments in subsidiaries TR E A R 2 P 1,124,201 994,970
Prepayments and deposits FEAS R B4 < 466 484
Bank balances SRATA R 27 29
Accruals and other payables JETF 2 A R oA E A 200E (1,769) (1,611)
Amounts due to subsidiaries JREAST BT Jog > ] 3K TE (41,078) (33,988)
NET ASSETS W 1,082,044 960,268
Share capital B As 246,882 243,059
Reserves fifi # 835,162 717,209
TOTAL EQUITY HEE 25 1,082,044 960,268
36. RESERVES 36. finifi
(a) Group (a) ZAREEM
The amounts of the Group’s reserves and movements therein AEEZ MG ALEH)E
are presented in the consolidated statement of comprehensive G A S5 G A T i 3R B R R
income and consolidated statement of changes in equity. i E R -
(b) Company (b) AR
(Accumulated
losses)/
Share Contributed Retained profits
premium surplus  (RabE#) / Total
JBe A i ¢ TR P v A i
HK$°000 HK$°000 HK$’000 HK$’000
THETT TH#ET T T
At 1 January 2010 WoE-FRE-H—H 905,310 477,805 (1,092,349) 290,766
Issue of shares BT AR 408,846 — — 408,846
Profit for the year ARG FE U A — — 17,597 17,597
At 31 December 2010 and REFE—FA
1 January 2011 TZA=t—H0 L
ZE—-—F——H 1,314,156 477,805 (1,074,752) 717,209
Issue of shares (note 34) BEAT I (B3 34) 98,771 — — 98,771
Profit for the year ARG FE U A — — 19,182 19,182
Transfer LY (1,314,156) 239,404 1,074,752 —
At 31 December 2011 BB
TZA=Z1+—H 98,771 717,209 19,182 835,162
102  Zhuguang Holdings Group Company Limited Annual Report 2011



Notes to the Financial Statements

VA 5 % A Y ik

For the year ended 31 December 2011 HZ—E——F+-A=+—HLEE

36. RESERVES (continued)

(b)

(c)

e

Company (continued)

Pursuant to a special resolution passed on 2 June 2011, the
amount standing to the credit of the share premium of the
Company in the sum of approximately HK$1,314,156,000 was
cancelled, with part of the credit of approximately
HK$1,074,752,000 arising therefrom being applied to offset
the accumulated losses of the Company and the remaining
balance of HK$239,404,000 was transferred to the

contributed surplus of the Company.

As at 31 December 2011, the contributed surplus of the
Company includes (i) approximately HK$477,805,000 which
was arisen when the Company issued shares in exchange for
the shares of companies being acquired, and represented the
difference between the nominal value of the Company’s shares
issued and the value of the shares acquired; and (ii)
approximately HK$239,404,000 which was credited from the
share premium cancellation. The application of the
contributed surplus is governed by the Companies Act of

Bermuda.

Nature and purpose of reserves

(i) Share premium
Share premium represents premium arising from the
issue of shares at a price in excess of their par value
per share. The application of the share premium is
governed by the Companies Act of Bermuda.

(i) Reserve on merger accounting
The reserve on merger accounting was set up upon

the share swap for the Company to acquire its

subsidiaries.

36. il i o0

(b)

(c)

AN @)

W —F——FH _H#E
w0 — TR R BUE A
o ) 0 s A 2 IR AR A 3L A
1,314,156,000%5 7T > 1fif i 07 A=
143 IR BB 7 91,074,752,000 5
TG AR K 81 A8 A W 2 F e
8 > B7%1239,404,000% JT A4 14
AR Al R -

W oE - H =1 —
H o> A2 ) 0 B AR R AL 45 ()
TEARIN wVERAT 003 L 58 4 T i
/NI S o Ol S e ol O
477,805,000%5 70 > 2R B AR 25
JIT S AT 1) G A T (L B T ol 8 1
A E(E W < 2280 5 Re(i) A
BT R A7 i 1 2 3 2 4 T oA
#1239,404,000%5 70 © H A2 Gk
&% B REATIRER -

i 446 19 1 E0A H Y
(i) RO®RE

e A3 i 1 2 AR B AT A
9 I8 ) L A I A
T 2 a8 o BB A v
% A RE N Ak

2R -
(i) BOHRE HH
£ R F B A28 )

788 8 IS 7 5 49 WA S G R
J& > HRF AT o
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36. RESERVES (continued)

(c)

Nature and purpose of reserves (continued)
(iii)  Exchange fluctuation reserve

The exchange fluctuation reserve comprises all foreign
exchange differences arising from the translation of
the financial statements of foreign operations. The
reserve is dealt with in accordance with the accounting
policies set out in note 4(b) to the financial

statements.
(iv)  Contributed surplus

The contributed surplus represents the net effect of
the share premium cancellation and the elimination
of accumulated losses of the Company. The
application of the contributed surplus is governed by

the Companies Act of Bermuda.

37. ACQUISITION OF SUBSIDIARIES

104

(a)

Pursuant to a share transfer agreement dated 8 October 2010,
the Group acquired the entire issued share capital of Gains
Wide Holdings Limited (“Gains Wide”) on 31 March 2011.
The consideration comprised the issuance of 38,227,848 new
ordinary shares of the Company and cash consideration of
approximately HK$48,031,000. Gains Wide was acquired so

as to bring in stable rental income to the Group.

Gains Wide together with its wholly-owned subsidiary,
Speedy Full Limited (collectively referred to as “Gains Wide
Group”) is engaged in property investment. Up to the date
of acquisition, the principal assets held by Gains Wide Group
were its investment properties which had not been leased out
and no rental income had been recorded by Gains Wide
Group. The directors of the Company are of the opinion that
the acquisition of Gains Wide Group is in substance
acquisition of assets, instead of an acquisition of business,
and therefore is excluded from the scope of Hong Kong
Financial Reporting Standard 3 (Revised) “Business
Combinations” (“HKFRS 3”). As a consequence, the assets
acquired and liabilities assumed were on the basis of their
relative fair values and the equity of the Company was
increased according to the corresponding fair values of the

assets acquired and liabilities assumed.

Zhuguang Holdings Group Company Limited

36. il i o0

(c)

fiti i 9 PR A H W 0
(iii) HERBHE

S 3 38 ik A o 49 B
B S5 P 5 R T E A
Z P Sz ALK
% fit A4 AR 4 B 5 R A
it 4(b) BT 2 1 UK
B o

(ivy EBE#HBR&H%

AL B S AR B
T BB da 18 B 3 Bk 22 51
N R R o A
R A9 & 52 1 R N R

B -

37. oo B ) 2 W)

(a)

WRIEAI L —F—FFE+ AN
1 B 5 e W ok > A 4 A
TR EH =S B
FIE e B A R 28 /) (TR /9
AR E AT A o % AE S
AN F) #5517 38,227,848 B HT By
T2 B 4 AR #048,031,0009 7T -
WA S 1 R T A AR A AR BB T
FHEUA -

I T 2 T R JB s W) U A
PR (G R 2 TR ]) T
MHERYERE - HEWWHEH
B PSR MR ) B
HARMENREYE > FlimE
[ o A AL A o AR ]
PR o WA R
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37. ACQUISITION OF SUBSIDIARIES

(continued)

(a) (continued)

The fair values of the assets acquired and liabilities assumed,

through the acquisition of Gains Wide Group as at the date

of acquisition are as follows:

37. WO B B 2 4

(a) (%

325 308 S S ) TR A I T SO P
FEE BRI 1 BT WO 3 Y

AT

HK$°000
T#T
Investment properties e -C/ES 166,221
Other payables HoAh AT 2 IE (4,876)
Deferred tax liabilities R SE B TH B AR (10,720)
150,625
Satisfied by: PATF 9177 3
Cash consideration paid e B AE 237
Consideration offsetting against the Group’s HIK 5 4 4% [ i M ) 2
prepayment for properties acquisition FEAT IR IE M A 15,000
Issue of 38,227,848 new ordinary shares of ¥£1738,227,848%
the Company AR ) A 102,594
Consideration payable JE A AT 32,794
Total consideration A 150,625
Net cash outflow arising on acquisition: S A Y B R O L VR R
Cash consideration paid O B A A 237

e
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37. ACQUISITION OF SUBSIDIARIES

(continued)

(b)

Pursuant to a share transfer agreement and a supplemental
agreement dated 21 April 2011 and 30 June 2011 respectively,
the Group acquired the entire issued share capital of Cheng
Chang at a cash consideration of approximately
HK$592,131,000 on 5 September 2011.

As stated in note 21(a)(ii) to the financial statements, at the
date of acquisition, Cheng Chang owned the entire issued
share capital of Fully Wise, which had 80% equity interest in
Guangdong Hailian. Cheng Chang Group is principally
engaged in property development. Cheng Chang Group was
acquired so as to enhance the Group’s property development
operations. The principal assets held by Cheng Chang Group
are its properties under development. Since the development
of Hailian Project has been suspended for years, the directors
are of the opinion that the acquisition of Cheng Chang Group
is in substance acquisition of assets, instead of an acquisition
of business, and therefore is excluded from the scope of
HKEFRS 3. As a consequence, the acquisition did not give rise
to goodwill. The purchase consideration of the Group was
allocated to the individual identifiable assets acquired and
liabilities assumed on the basis of their relative fair values at

37. WO B B 2 4

(b)

R H Al —F——F1
AZ+—HERZF——4~NH
= H O I 5 T o e B AT
Wk > AEER -F——F )L
H A H PABL 8 A E £9592,131,000
T TG I T B 11 A B B AT R
z[g o

A s = B EE 21 (a) (i1) BT
s PRUTHEH B B R A
W AR BT R A > i
54 18 A B 80% 19 EHE - 9l
EEEEEEFEYERE - L
Wk 45 18 T Ay v AR SR B
Vs TS o o B MR
B E AR TYE -
RIEEIEE Mg EEE
A R L WO B B AR R
By WO E T i 2
B o RS TE B it 5 i
RIS 3R A o PIUL > WA
JEE AE T o AR A A AR AR
Wi S A i B 1 £ TE R B RR
FE BORAE M AN A A TE

the acquisition date as follows: BEBREAT LI T
HK$’000
TH#TT
Property, plant and equipment L ERN . N &L 8
Properties under development L ES 1,675,560
Prepayments, deposits and other receivables TEATFIA ~ R 4 B A e i SR TH 696
Bank balances RATHE R 754
Accounts payable JREA HR 3K (477,198)
Accruals and other payables JRE T T R L A AT 3R (69,520)
Amount due to a non-controlling shareholder of  J& £ — [H] Fff J&§ 22 & 19
a subsidiary — 44 I 125 I I TR R (390,136)
740,164
Less: Non-controlling interests W IE P I 25 (148,033)
Satisfied by cash DL 4 S AT 592,131
Net cash outflow arising on acquisition: S A Y B O L VR R
Cash consideration paid AT B AE 592,131
Cash and cash equivalents acquired WAL e 1) B < B B 4 SR (E (754)
591,377

The non-controlling interests recognised at the acquisition
date was measured by the non-controlling shareholder’s
proportionate share of the net fair value of the identifiable
assets and liabilities of Cheng Chang Group.

106  Zhuguang Holdings Group Company Limited
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38.

Notes to the Financial Statements
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For the year ended 31 December 2011 HZ—E——F+-A=+—HLEE

DISPOSAL OF A SUBSIDIARY

On 17 May 2011, the Group disposed of its entire 100% equity interest

in Stand-up Investments Limited at a consideration of HK$2.

The results of the subsidiary disposed of during the year ended 31

December 2011 had no significant impact on the Group’s cash flows

and profit for the year.

39.

(a)

e

CONTINGENT LIABILITIES

The Group provided guarantees in respect of mortgage
facilities granted by certain banks in connection with the

mortgage loans entered into by purchasers of the Group’s

38.

39.

B e 2 )

REF-—FERATEH > AR
T AU R B A IR AR
AR

HEEE—-—F T+ =1T—H1
AF I B Y BT S N D I 3 A I A AR
£ T i A 4 BE Y 3R 4 0 B B8R R
=%

i

o 2 £

(a)  AEEBAREEYEZATH
7 B 1 48 BRI A T AR AT
BT E M EF RSN T

properties as follows: R

2011 2010
S —EEE
HK$’000 HKS$°000
T#xL T#T

Guarantees given to banks for WE 7l 2 R A

mortgage facilities utilised UL ) SRAT R A4 AR
by purchasers 169,253 59,483

Pursuant to the terms of the guarantees, if there are any
defaults on the mortgages, the Group is responsible to repay
the outstanding mortgage principals together with accrued
interest and penalty owed by the defaulting purchasers to
banks. The Group is then entitled to take over the legal title
and possession of the related properties. The guarantees shall
be released upon the purchasers’ property ownership

certificates were issued and in the custody of the banks.

At the reporting date, the directors do not consider it probable
that a claim will be made against the Group under the above

guarantees.

The fair value of the guarantees at date of inception is not

material and is not recognised in the financial statements.

MRPRHE PR 2 i - il 4% 45 B
EXEU > AL EHA MR
R R R RAT 2 R R
A6 A% < 7 [ R M) B K
A [ 2 AR A RE SR B AT B 1 2
W35 5 SEHE S P A HE - A B 1
PR TS BT 1 W) 3 5 Ml 7 e
PERFE N7 P SRAT AR R B

A H - ERREAAEER
At 385 R T TR R 2R A 1 B RS
¥ o

A BRER RN A2 A E
1A% N 0 NS B A N R
KRR
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39.

40.

108

CONTINGENT LIABILITIES (continued)

(b) Pursuant to a Subscription and Shareholders Agreement
dated 6 December 2011 (the “Subscription Agreement”),
Silver Prosper conditionally agreed to subscribe for 45
ordinary shares of US$1 each in Cheng Chang, representing
45% of the enlarged issued share capital of Cheng Chang at a
subscription price of HK$280 million (the “Subscription”).
The Company’s director, Mr. Chu Hing Tsung (alias Mr. Zhu
Qing Yi) has provided guarantee to Silver Prosper for the
punctual performance by the Group of all its obligations
under the Subscription Agreement. Up to the date of these

financial statements, the Subscription is still in progress.

In consideration of Silver Prosper agreeing to complete the
Subscription and the subscription of the Senior Notes, on 20
December 2011, the Group and Mr. Chu Hing Tsung (alias
Mr. Zhu Qing Yi) entered into a deed of indemnity (the
“Deed”) to indemnify Silver Prosper and other indemnified
parties from and against any losses and damages may suffer
in relation to (i) Fully Wise’s non-compliance with applicable
laws and regulations and other irregularities and (ii) certain

liabilities owed by Guangdong Hailian as set out in the Deed.

As at the reporting date, the directors do not consider it
probable that a claim will be made against the Group under
the Deed.

LEASE COMMITMENTS

At 31 December 2011, the Group’s total future minimum lease

payments under non-cancellable operating leases are payable as

39. BARBA w

(b) MFEAMWE T ——HF+_H
7N B 2 GRS S A bk ([R20
fhakl) - SRBLA AR B R A
B 45 R (A 12502
LN A=Y S S NIRE Zadire
AR Z45% > R HE1E £5280,000,000
Wt (MRERE]) - AXAZ
%%%%m%&x@%ﬁﬁ%

A) AN 4B T R I R A T R T
TN 2 T A #2151 2 1) 818 B 42
BEIEMR - WL EM WML A
W R AN AT o

@%%ﬁﬁﬁ%*&%%%ﬁ
R B R R R F
——FtTZHZTH > AEH
B R B JE A (& R BTG
) FERTRE A ([#4]) > LU
SR 15 8 AL e HL Al R 5 85 07 ek ()
MR 9 < PR O R R B DA
T FCA A TEAT 2 B (i) i 3249
A BB O W T 2 A T AU
W] RE A 2 2 AT A s 1R AR E o

P A AL

PR 2.4 T 7 3 1 B
K -

40. RLEIRYE

BoFE A= —H A%
VA AR S T f I ) 6 AL B A R A

follows: o4 i e AR A B R T AR BRI T
2011 2010
R4 —E -
HKS$’000 HK$’000
T#x T#T
Within one year —4FE N 646 1,106
In the second to fifth years inclusive R EAA (WEE WA — 646
646 1,752

Operating lease payments represent rentals payable by the Group for
its Hong Kong office.

Zhuguang Holdings Group Company Limited
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41. RELATED PARTY TRANSACTIONS 41. BHEALRY

In addition to those related party transactions and balances disclosed
elsewhere in the financial statements, the Group had the following

transactions and balances with its related parties:

(a) Key management personnel compensation
The key management personnel of the Group comprises all
directors, details of their emoluments were disclosed in note

14 to the financial statements.

(b) Transactions with related parties

W T B 5 2 FL A b Ty BT B R 2 6% 5
B N 5 oy M A R AT - A B ] B
BN AP AE T B2 5 KAk

(a) FEFBA B FHM
AR A B G
W A BB R
H S B B 149 R -

(b) HBEALZZY

2011 2010
e R
HK$’000 HKS$°000
T#x T
Advertising and promotion fees fe] — [ B 2 2 )
paid to a related company, JBE TR R R A A B T
Guangdong New Southern SCAS I A B JE
Advertising Limited* — 627,000

Guangdong New Southern Advertising Limited is beneficially
owned and controlled by the executive director of the
Company, Mr. Chu Muk Chi (alias Mr. Zhu La Yi).

* English name is translated for identification purpose only
(c) Balances with related parties

(1) Included in accruals and other payables are amounts
in total of approximately HK$260,000 (2010:
HK$145,000) representing accrued directors’
emoluments due to the Company’s directors. The
accrued directors’ emoluments are unsecured,

interest-free and are settled in cash.

e

Jo SRR R 7 B A R D A L
TR RIKZ Je ke (XA R
A5 A B

© YESOA R A
(c) BB A L0556k

() MEFEEE A B At AT 3K
TA 7 4 45 47260,00095 70
(=R —F4E 1 145,000
W IT) 2 ARIE B EAT T A
UNEIR =P 418 &5 0
W o JE S S A
JEH - B R &
fif e
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41. RELATED PARTY TRANSACTIONS 41. BN LR
(continued)
(c) Balances with related parties (continued) (c) HLBuE A LM% @
(ii) The below amount due from a related party is (ii) DA R e — ] B 22 W
included in prepayments, deposits and other A A FEAS RO
receivables. HEAEE N I E e
Maximum
Balance at Balance at amount
31 December 31 December outstanding
Name Terms 2011 2010 during the year
4 ek REF——F RER R
FEAZEF FEAST - RAREERK
&i bk Hitk  RIATEW
HK$°000 HK$°000 HK$°000
T T T
Guangdong Zhuguang Group Unsecured, interest-bearing — 529 41,282
Company Limited at 15% per annum and
“Guangdong Zhuguang” ** repayable within
JiE SR TR OL B A R four months
(TR * BT ~ H AR R
15%t B %
RO AR A AR
Guangdong Zhuguang is considered as a related i JoE R BR O WA 2 A
company of the Group as the ultimate controlling B B R — R B
party of the Company, Mr. Liao Tengjia, has Al o R B AR A Y
significant influence in Guangdong Zhuguang. I S PE RN B i 1
Jek B RO A

HRYE -

* English name is translated for identification * T304 R AR At s P

purpose only
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PRINCIPAL SUBSIDIARIES 42. BEHEA ¥
Particulars of the principal subsidiaries at 31 December 2011 are as W oE——F A=+ — 0 EEN
follows: AT 2 FER AN

Place of

incorporation or

registration/ Issued and Percentage of ownership
Name of subsidiary operations paid up capital interest/voting power Principal activities

kW gk
HEJgs 2 7 4 LS CHAT R A A Jit A R 2 B S i 43 1 ER =37

Direct Indirect
HHE %
Nam Fong International Group Limited BVI/Hong Kong Ordinary U$$10,000 100% — Investment holding
7 B PR P A PR FRELIE /& T 10,0003 7 BEER
Zhuguang Group Limited BVI/Hong Kong Ordinary US$1 100% — Investment holding
FotEmA R KRR LR/ B T BOE R
Zhuguang Group (Hong Kong) Limited Hong Kong Ordinary HK$1 — 100% Investment holding
HOSE M (F i) AR i T 1 T BB
Guangzhou City Runfa Property Company The PRC RMB48,662,900 — 100% Property development
Limited ** ES I

TN T B8 0 s PR A ¢ i AR 148,662,900 7C
Zhang Tong Holdings Limited BVI/Hong Kong Ordinary US$1 — 100% Investment holding
REBFERARA T KEELHE /i il e BEHER
Rainbow High Holdings Limited BVI/Hong Kong Ordinary US$1 — 100% Investment holding
FILERARA R KEELHE /i il e BEHER
Talent Wide Holdings Limited BVI/Hong Kong Ordinary US$1 — 100% Investment holding
B A R AT KEELHE /i il e BEHER
Gains Wide Holdings Limited BVI/Hong Kong Ordinary US$1 — 100% Investment holding
R BB A R A A KBELHE /i il e BEHER
Graceful Link Limited Hong Kong/The PRC Ordinary HK$2 — 100% Property investment
i B A R ] Hi /A T ik ESI8
Light-Up Investments Limited Hong Kong/The PRC Ordinary HK$10,000 — 100% Property investment
SEHBEA RN i/ HE 8 10,0009 7T ESI8
Big Wisdom Limited Hong Kong/The PRC Ordinary HK$2 — 100% Property investment
REHR A Hi /A T ik ESI8
Diamond Crown Limited Hong Kong/The PRC Ordinary HK$2 — 100% Property investment
Bod AR Hi /A T ik ESI8

e
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42.

112

PRINCIPAL SUBSIDIARIES (continued) 42.

Place of

incorporation or

FEWE A ¥ @

registration/ Issued and Percentage of ownership
Name of subsidiary operations paid up capital interest/voting power Principal activities
k3 g ki
W2 4 BRI CUBHAT B B Wi R 2 B S i 43 1 ER =371
Direct Indirect
Hik IH]
Speedy Full Limited Hong Kong/The PRC Ordinary HK$2 — 100% Property investment
T A PR Hi/ T ik ESI8
Cheng Chang Holdings Limited BVI/Hong Kong Ordinary US$55 — 100% Investment holding
e BB A R AT KEELHE /i 55T BEHER
Fully Wise Investment Limited Hong Kong Ordinary HK$1,000,000 — 100% Investment holding
HUBEERA Fik T4 1,000,000 7 BALER
Guangdong Hailian Building Co., Ltd. * The PRC US$14,000,000 — 80% Property development
BB KA RA i 14,000,000% ¢ B 3=
: Registered as a wholly-owned foreign enterprise under the PRC law. ¢ R4 o Ik e ST s — P A
WA -
* English name is translated for identification purposes only. * 2 RAE AL -

Registered as a sino-foreign contractual joint venture enterprise
under the PRC law.

The above list contains the particulars of subsidiaries which
principally affected the results, assets or liabilities of the Group. To
give details of other subsidiaries would, in the opinion of the

directors, result in particulars of excessive length.

Zhuguang Holdings Group Company Limited

3L
, R v I i e 5 — ] e O B
A EAME -

RIS EIOETER S A XN HUES
R BB AR S R Z R o S
FE M PR A A B A 2 7 R A
EORHR R TTR -

Annual Report 2011



Notes to the Financial Statements

VA 5 % A Y ik

For the year ended 31 December 2011 HZ—E——F+-A=+—HLEE

43. EVENTS AFTER THE REPORTING
PERIOD

(a)

(b)

On 30 December 2011, the Group entered into a loan
agreement and a supplemental agreement for a loan of
RMB50 million. The loan was secured by the pledge of 167
residential units of the Group’s properties under development
project, Pear]l Nansha Scenic Project. The pledge was effective
upon the registration of the charge on the 167 residential units
with Guangzhou Municipal Land Resources and Housing

Administrative Bureau becoming effective on 4 January 2012.

On 16 January 2012, the Group entered into a conditional
sale and purchase agreement with the Company’s director,
Mr. Chu Hing Tsung (alias Mr. Zhu Qing Yi), to acquire 100%
of the issued share capital of Profaith International Holdings
Limited (“Profaith International”) and the shareholder’s loan
due by Profaith International and its subsidiaries at a
consideration of RMB354,500,000 which will be satisfied by
the allotment and issue of 437,453,000 new ordinary shares
of the Company. Profaith International and its subsidiaries,
Ever Crown Corporation Limited and Donggang Hezhong
Property Co., Limited*, are principally engaged in property
development in the PRC. As the acquisition is yet to complete,
it is impracticable to disclose further information about the

acquisition.

* English name is translated for identification purpose only

44. APPROVAL OF THE FINANCIAL
STATEMENTS

The financial statements were approved and authorised for issue by
the Board of Directors on 27 March 2012.

e

43, A HBFEMW

(a)

(b)

Wo_FE——F T H=TH"
AEE T — MRS A
[ #50,000,0007C 2 £ 3K 17 7k S
A 70 1 ok o w% 0K PR AR 4 E A
Y H B o mb i 5tA
H Z 167183 T EALEHEH » 5%
FEG A ZE 15 10 S M T IR R A
5 2 A T R i 1 6 7R A B
W EFEE - B —
A H AR -

WoFE—ZFE—HTNH A
48 [ BRSO SRR B O
A (45 0 B SR A TS A Ik
PEE Wk o DA 2 R
BERARAT (TREBRE]) 2
1009 £ 3547 A4S 1 2315 B P8 I
L8 2 W T R 2 SRR K
o148 5 A R %354,500,0000C
7% W R K BEAT AR A Rl 2
437,453,000 /8 #7 5 28 B S AT o
R N Y5 iy N I T |
L35 PR R N O A
[ b7 A BRZA RD* B AE A E A
TR o d O N R T
A o O DA B R A B
fih L o

- L3 AR AE Ik

44, W R 2 Atk

MHERELR —F - =H -+t
H 2 g 4L e S HE T 8 o
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Five-Year Financial Summary

T4 Y 5 B

The summary of the results, assets and liabilities of the Group for the last

five years is as follows:

R M AR S A 2 TR AR R SR - EE

L FdR

Year ended 31 December

BRETFH=Z1T—HILEE

2011 2010 2009 2008 2007
ZE - CF-FHF ZERFENFE ZEFAE ZFRLF
HK$°000 HK$°000 HK$°000 HK$000 HK$°000
TG F T RSP R T
RESULTS ES
Turnover (e 57,899 7,855 7,761 10,849 12,254
Profit/(Loss) before tax BBl A A (k) 18,225 8,460 9,497 (22,572) 8,778
Income tax REE (10,267) (3,319) (2,235) (1,424) (1,117)
Profit/(Loss) for the year A4,/ (E548) 7,958 5,141 7,262 (23,996) 7,661
Attributable to: DI N ELL
Owners of the Company A EIFEA A 16,659 5,141 7,262 (23,996) 7,661
Non-controlling interests — JF 4 Bt HE 4 (8,701) — — — —
7,958 5,141 7,262 (23,996) 7,661
As at 31 December
R+=A=+—H
2011 2010 2009 2008 2007
R ZEZ-FFE ZETNF ZFEAF ZFRLEF
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
T#x TH T Tt T AR
ASSETS AND LIABILITIES % i K £ 48
Total assets &M 3,788,767 1,352,888 542,854 465,832 495,128
Total liabilities BB (2,535,740) (392,620) (25,507) (13,751) (17,801)
Net assets BT E 1,253,027 960,268 517,347 452,081 477,327
Equity attributable to: IR AN LAY
Owners of the Company ~ AA i #EA A 1,094,713 960,268 517,347 452,081 477,327
Non-controlling interests  JF#% It i 4 158,314 — — — —
Total equity AR 4 1,253,027 960,268 517,347 452,081 477,327
114  Zhuguang Holdings Group Company Limited Annual Report 2011



Particulars of Pro éertles

Attributable
beneficial interest

Investment properties to the Group Floor area™ Type Lease term
XY A OREAN TR M RGP 5 OK B AR
1. Levels 3,4, 6,31-33, 35-39, 100% 34,592 H Medium lease

40-43 and 45 i A

Royal Mediterranean Hotel

No. 518 Tianhe Road

Tianhe District

Guangzhou

Guangdong Province

The PRC

M v s 0 G T

553~ 4> 6 31-33 > 35-39 >

40-43 J2 458

o B SR A

JE T KT [

KA B% 51855

Attributable Estimated

Properties under beneficial interest date of
development to the Group Floor area™ Type completion
BRIk ACAR B REAS BB RE A M RO D5 K B st %)% H 9
2. Pearl Nansha Secenic 100% 103,266 R/C/CP End of 2013

No. 1 Jinzhou Main Street
Nansha District
Guangzhou

Guangdong Province

The PRC

TRt o rUD 1 5

o SR A

J&& I T R U [

SN 1%

e

(E 9 P e S S
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Particulars of Properties

Py e 2

Attributable Estimated

Properties under beneficial interest date of
development to the Group Floor area™ Type completion
24U 7E S A R AN TR M RGP 5 OK B Al vt 3% 1 H 39
3. Lot A2-1, 80% 130,916 C/CP End of 2014

Zhujiang New Town O R TR

Tianhe District

Guangzhou

Guangdong Province

The PRC

Hh R

JEE T R [

BRITHT SR A2- 11051
R-Residential C-Commercial CP-Car park H-Hotel
ft—1EE R ES E— (FH G 8 — 18 Jf
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